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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, 2001 or

Transition report pursuant to Section 13 or 15¢dje 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) ( RS Employer
Id entification No.)
343 STATE STREET, ROCHESTER, NEW YORK 14650
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area co8g: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 oontained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Ill of this Form
10-K or any amendment to this Form 10-K. X

At December 31, 2001 290,929,701 shares of Comnmek®f the registrant were outstanding. The agateqarket value (based upon the
closing price of these shares on the New York Stbathange at February 27, 2002) of the voting staill by nonaffiliates was
approximately $9.2 billion



PART |
ITEM 1. BUSINESS

Eastman Kodak Company (the Company or Kodak) isged primarily in developing, manufacturing and keéing traditional and digital
imaging products, services and solutions for coressnprofessionals, healthcare providers, the menent industry and other commercial
customers. Kodak is the leader in helping peoide,tahare, enhance, preserve, print and enjoy isngge memories, for information, and 1
entertainment. The Company is a major participafiinfoimaging” - a $225 billion industry composefidevices (digital cameras and
personal data assistants (PDAS)), infrastructunén@ networks and delivery systems for images) sargtices and media (software, film and
paper enabling people to access, analyze andiprages). Kodak harnesses its technology, markehraad a host of industry partnership:
provide innovative products and services for cugi@mvho need the information- rich content thatgesacontain. A business discussion by
reportable segments follows. Refer to the Managémetussion and Analysis and Notes to Financiatedhents regarding the change in
reportable segments. Kodak's sales, earnings antifidble assets by reportable segment for thethese years are shown in Note 21.

PHOTOGRAPHY SEGMENT
Sales of the Photography segment for 2001, 200A.888 were (in millions) $9,403, $10,231 and $16,26spectively.

This segment includes traditional and digital prtcafferings for consumers, professional photogeapland the entertainment industry. This
segment combines traditional and digital photogyeguid photographic services in all its forms - eoner, advanced amateur, and
professional. Kodak manufactures and markets vamgomponents of these systems including films (@ores, professional and motion
picture), photographic papers, processing servastofinishing equipment, photographic chemicedsneras (including one-time-use and
digital) and projectors. Kodak has also developedipcts that bridge traditional silver halide angitdl products. Product and service
offerings include kiosks and scanning systemsddidé and enhance images, digital media for stpiimages, and a network for transmitting
images. In addition, other digitization options bdeen created to stimulate more pictures in ukbng to the consumption of film and pag
These products serve amateur photographers, aasveibfessional, motion picture and televisiort@ugrs.

On June 4, 2001, the Company completed its acoungif Ofoto, Inc. The acquisition of Ofoto will eelerate Kodak's growth in the online
photography market and help drive more rapid adopti digital and online services. Ofoto offersitiprocessing of digital images and
traditional film, top-quality prints, private online image storage, sigriediting and creative tools, frames, cards ahdranerchandist



In November 1999, the Company sold The Image Bantholly-owned subsidiary which markets and licariggage reproduction rights, to
Getty Images, Inc. In November 1999, the Comparty is® Motion Analysis Systems Division, which mdactures digital cameras and
digital video cameras for the automotive and indalsinarkets, to Roper Industries, Inc.

Marketing and Competition. Traditional products aedvices for the consumer are sold direct tolestaand through distributors throughout
the world. Some products are also available onriteznet. Price competition continues to existlimearketplaces. To mitigate the impacts of
price competition, the Company has been successfobving consumers up to higher value MAX and Aduafilms. Some digital
substitution has occurred, primarily in the U.S.assmall number of consumers have begun to ualdigmeras. While this substitution to
date has had only a minor impact on the Compaityisahd paper sales, and processing services il e the Company has sought to of
this by providing its own digital products, dig#ion services and output services. The Compamysass the potential for continued
significant growth in the sale of sensitized praduautside the U.S., particularly in emerging m&skeshere the Company has expanded the
number of outlets for Kodak products. The Compdag awns photofinishing laboratories throughoutwteld and supplies photographic
papers and chemicals to other entities that propiaeofinishing services. The Company's primaryltakories provide consumers the
opportunity to receive film images in digital foreither through Kodak Picture CD or the Comparstail online partners.

Consumer digital products including digital camerakjet printers and inkjet media for consumersghia U.S. are sold direct to retailers or
distributors, while outside the U.S. products are grimarily to retailers. Products are also aafalié to customers through the Internet.
Products such as the Company's EasyShare digitedreasystem are intended to simplify digital imagfior consumers and thereby increase
the popularity for printing digital photo files. & Company faces competition from other electromesiufacturers in this market space,
particularly on price and technological advancespi® price declines shortly after product introdluetin this environment are common, as
producers are continually introducing new modelghwinhanced capabilities, such as improved resol@nd/or optical systems.

Traditional and digital professional products aadvies are sold direct to professional photogrepphad laboratories, or through dealers
throughout the world. The Company is experiencingepcompetition for its professional films and pap The commercial professional
photography market space is increasingly beingctgteby digital substitutior



Throughout the world, almost all entertainment imggroducts are sold direct to studios, to lab®ehalf of studios, to independent
filmmakers, or commercial houses for producing atisements. The products are sold in a highly cditipe environment, characterized by
price competition. As the entertainment industrgibs to adopt digital formats, the Company antit@pahat it will face new competitors,
including some of its current customers and othestenics manufacturers, as it markets its pragliurcthe digital space.

Kodak's advertising programs actively promote ftetpgraphy group products and services in its varimarkets, and its principal
trademarks, trade dress and corporate symbol aeymised and recognized. While current advertigntaving a positive business impac
is hampered by the economic slowdown and everieptember 11th.

HEALTH IMAGING SEGMENT
Sales of the Health Imaging segment for 2001, 20@01999 were (in millions) $2,262, $2,220 and $2, Yespectively.

The products of the Health Imaging segment are tesedpture, store, process, print and display @aamd information in a variety of forms
for customers in the healthcare industry, for pimary and referral diagnoses.

Products of the Health Imaging segment includeiticathl analog products such as medical films, dleafs, and processing equipment, as
well as services for healthcare professionalsdtfitaon, this segment provides digital medical inmagproducts, systems and solutions, which
are a key component of sales and earnings grovagsd include digital print films, laser imagersnguited and digital radiography systems,
Picture Archiving and Communications Systems (PA@8) Radiology Information Systems (RIS). The ltehhaging segment serves
healthcare customers for general radiology prodaictsspecialty health markets, including cardiolatgntal, mammography, and oncology
imaging.

Marketing and Competition. In the U.S., Canada laaiih America, health imaging consumables and anatpuipment are sold through
distributors. A significant portion of digital equment and solutions is sold direct to end userth thie balance sold through other equipment
manufacturers and value added resellers. A sigmfiamount of sales in the U.S. are made to grovghpsing organizations (GPOs), which
creates a competitive pricing environment. In Eeralapan and Asia, consumables and analog equipsaestare split between distributors
and end users, normally as part of a media/equipmerdie. All digital equipment and solutions aoédsdirect to end users. A majority of the
hospitals in Europe are government funded, whielatess an environment where funding is limited asdricted.

Kodak's health imaging products and services coenwéh similar products and services of other sraatl large companies. Strong
competition exists throughout the world in thesekats. Kodak's products are continually improvedheet the changing needs and
preferences of its healthcare customers.



COMMERCIAL IMAGING SEGMENT
Sales of the Commercial Imaging segment for 200002and 1999 were (in millions) $1,459, $1,417 &h@l79, respectively.

The Commercial Imaging segment encompasses Koegléstise in imaging solutions from image captprating, archiving and analysis
custom imaging solutions for commercial marketshsas banking and insurance, to state, local aseld government applications. Prodt
include aerial, industrial and micrographic filnsicrographics peripherals, large-format inkjet pis, high-speed production document
scanners, digital imaging systems for commercialgimg satellites, and electroptical systems for land and space borne telescape imag
and data analysis systems. The Company also powidintenance and professional services for Koddlogher manufacturers' products, as
well as providing imaging services to customers.

The segment includes document imaging productphira products, wide- format inkjet products, anddoicts and solutions for government
and commercial customers. Also included are the fiamy's interests in NexPress and Kodak Polychromaeltics (KPG).

NexPress is a joint venture between Kodak and Hisédger Druckmaschinen AG (Heidelberg) that wagipélly formed in 1997 for th
purpose of developing and marketing new digitabcekinting solutions for the graphic arts industry connection with Kodak's sale of its
Office Imaging business to Heidelberg in 1999, NesB was expanded by Kodak and Heidelberg to iedluel black-and-white
electrophotographic business. As a result, Kodatriluted its toner and developer operations tofMess.

KPG is a joint venture between Kodak and Sun Chah@@orporation. This joint venture is responsildethe photographic plate business, as
well as for marketing Kodak graphic arts film, gerdofing materials and equipment.

The Company generates approximately $200-$250amibif annual revenues from multi-year U.S. govemmingentracts, which the U.S.
government has the right to terminate for convergenlistorically, terminations have been rare.

On January 24, 2002, Kodak acquired ENCAD, Inc.fanched ENCAD, Inc. - a Kodak company. This entitya wholly-owned subsidiary ¢
Kodak that is focused on the wide-format inkjenfirig industry. The new company is a complete wiateaat inkjet provider with a full set
of offerings, including inkjet printers, inks, madisoftware, and service.

On February 7, 2001, the Company completed itsiaitigun of substantially all of the imaging operats of Bell & Howell Company. The
acquired units provide business customers worldwitle maintenance for document imaging componenistographic-related equipment,
supplies, parts and servic



In 2000, the Company divested its Eastman Softsabsidiary.

Marketing and Competition. The key markets of tleen@hercial Imaging segment include commercial bissias such as banking and
insurance, all levels of government entities, ab ageprinters and publishers. The Company alsal@®sence on the Internet.

Throughout the world, document imaging productssatd primarily through distributors and value adidesellers. Some products are sold
direct to customers or leased to customers thrthigth parties. While there is price competitiore thompany has been able to maintain price
by adding more attractive features to its prodttotsugh technological advances. The Company hasloleed a wide range of digital prodt

to meet the needs of customers who are interesteohiverting from traditional analog technologytew enterprise digital workflow

solutions.

ALL OTHER
Sales of the businesses comprising All Other f@12@000 and 1999 were (in millions) $110, $12&] &h86, respectively.

All Other consists primarily of the Kodak Comporefroup, which represents an effort by Kodak tediify into high-growth product areas
that are consistent with the Company's historitrehgjths in imaging science. The Kodak Componentsiis comprised of the Kodak
Display business, the Imaging Sensor Solutionsniegsi and an Optics business. Products of this Gnalyade organic light emitting diode
(OLED) displays, imaging sensor solutions, andagpéind optical systems.

OLED technology, pioneered and patented by Koda&bkes full-color, full- motion flat-panel displaysth a level of brightness and
sharpness not possible with other technologiesk&miaditional liquid-crystal displays (LCDs), ODE are self-luminous and do not require
backlighting. This eliminates the need for bulkyla@amvironmentally undesirable mercury lamps anttlgia thinner, more compact display.
Unlike other flat panel displays, OLEDs have a wig@@ving angle (up to 160 degrees), even in briigftt. Their lower power consumption
makes them especially well- suited for portable srudile devices.

As a result of this combination of features, OLEBpthys communicate more information in a more gngaway while adding less weight
and taking up less space. Their application inoweriportable devices will reach the market by yarat-2002.

On December 4, 2001, the Company and SANYO Ele€wi¢ Ltd. announced the formation of a global bess venture, the SK Display
Corporation, to manufacture OLED displays for consudevices such as cameras, PDAs, and portaldgantment machines. Kodak will
hold a 34% ownership interest and SANYO will holf&26 interest in the business venture.



RAW MATERIALS

The raw materials used by the Company are manyared and generally available. Silver is one ef ¢éissential materials used in the
manufacture of films and papers. The Company pse&hailver from numerous suppliers under annu&esgents 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 two to four years. Electronic components aevg@ent in the Company's equipment offerings. Tohenpany has entered into contracts
with numerous vendors to supply these componergstbe next one to two years.

SEASONALITY OF BUSINESS

Sales and earnings of the Photography segmenin&eslito the timing of vacations, holidays and ofleésure activities. They are normally
weakest in the first quarter due to the absendmlidays and fewer people taking vacations durireg time. 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 &ppkgasons. Demand for photofinishing
services is also high during this heavy vacatiatope

With respect to the Commercial Imaging and Healtading segments, the sales of consumable produlcish 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 yeatend capital budget
management process.

RESEARCH AND DEVELOPMENT

Through the years, Kodak has engaged in extensdgaductive efforts in research and developmiBuriial research and development
expenditures for 2001, 2000 and 1999 were (in am#l) $779, $784 and $817, respectively.

Research and development expenditures for the Qoytgpthree reportable segments and All Other f@12@000 and 1999 were as follows:

(in millions) 2001 2000 1999
Photography $542 $575 $576
Health Imaging 152 138 128
Commercial Imaging 58 61 89
All Other 27 10 24

Total $779 $784 $817



Research and development is headquartered in Rechidsw York. Other U.S. groups are located intBosMassachusetts; Washington,
D.C; Dallas, Texas; Oakdale, Minnesota; Allenddlew Jersey; New Haven, Connecticut; and Fremoriifd@aia. Outside the U.S., groups
are located in Australia, England, France, Japamaand Canada. These groups work in close cotqersith manufacturing units and
marketing organizations to develop new productsapplications to serve both existing and new matket

It has been Kodak's general practice to protedhitsstment in research and development and isléna 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 angc light-emitting diodes. Each of these areasmortant to existing and emerging
business opportunities that bear directly on themm@any's overall business performance. The Commhbgdinning to leverage its patent
portfolio, which has started to generate royalgoime. Amounts to date have not been significaritcbuld be material in the future.

ENVIRONMENTAL PROTECTION

Kodak is subject to various laws and governmemgililations concerning environmental matters. SohtleeoU.S. federal environmental
legislation having an impact on Kodak includesTiogic Substances Control Act, the Resource Consiervand Recovery Act (RCRA), the
Clean Air Act, and the Comprehensive EnvironmeR&dponse, Compensation and Liability Act of 19&80amended (the 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 and NotegntmEial Statements.

EMPLOYMENT

At the end of 2001, the Company employed 75,10@leeof whom 42,000 were employed in the U.S.

Financial information by geographic areas for thstghree years is shown in Note 21, Segment Irgtam.



ITEM 2. PROPERTIES

The Photography segment of Kodak's business ibJttited States is centered in Rochester, New YoHere/ photographic goods are
manufactured. Another manufacturing facility nean@éor, Colorado, also produces sensitized phopdgeagoods. Photography segment
products are also produced in Lenexa, Kansas.

Photography segment manufacturing facilities oetsiee United States are located in Australia, Br&anada, China, England, France, In
Indonesia, Mexico and Russia. Kodak maintains nargend distribution facilities in many parts bttworld. The Company also owns
processing laboratories in numerous locations waded.

Products in the Health Imaging segment are maruf@dtin the United States, primarily in Rochesisw York; Windsor, Colorado;
Oakdale, Minnesota; White City, Oregon; and Frem@afifornia. Manufacturing facilities outside thimited States are located in Brazil,
China, France, Germany, India and Mexico.

Products in the Commercial Imaging segment are faatured in the United States, primarily in RockesNew York. Another
manufacturing facility in White City, Oregon prodtsscCommercial Imaging products. Manufacturing ftied outside the United States are
located in Brazil, Canada, China, England, Japan\aexico.

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 facilitiegarious parts of theorld. The leases are for various periods and aneiglly renewabl

Item 3. LEGAL PROCEEDINGS

None.

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

The Company announced that shareholders votedram & a proposed stock option exchange progrants@mployees at a special meeting
of shareholders held on January 25, 2002.

A total of 236,223,795 of the Company's shares yeesent or represented by proxy at the meeting.pfbposal was approved, with
212,590,447 shares voting for, 19,408,955 shartsgragainst, and 4,224,393 shares abstaining.



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 Megbf Shareholders.

(as of December 31, 2001)
Date First Elected

an to
Executive Present
Name Age Positions Held Officer  Office

Michael P. Benard 54 Vice President 1994 1994
Charles S. Brown 51 Senior Vice President 2000 2000
Robert H. Brust 58 Chief Financial Office r

and Executive Vice

President 2000 2000
Daniel A. Carp 53 Chairman of the Board,

and Chief Executive

Officer 1995 2000
Martin M. Coyne, Il 52 Executive Vice Preside nt 1997 2000
Carl E. Gustin, Jr. 50 Senior Vice President 1995 1995
Carl A. Marchetto 46 Senior Vice President 2001 2001
J. M. McQuade * 46 Senior Vice President 2000 2000
Michael P. Morley 58 Executive Vice Preside nt 1994 2000
Candy M. Obourn 51 Senior Vice President 1997 2000
Daniel P. Palumbo 43 Senior Vice President 2000 2000
Eric G. Rodli 46 Senior Vice President 2001 2001
Robert P. Rozek 41 Controller 2001 2001
Patricia F. Russo * 49 President and Chief

Operating Officer 2001 2001
Willy C. Shih 50 Senior Vice President 1997 2000
Eric L. Steenburgh* 60 Executive Vice Preside nt

of Operations 1998 2000
James C. Stoffel 55 Senior Vice President 2000 2000

Gary P. Van Graafeiland 55 General Counsel andoB&fice President 1992 1992

* Mr. McQuade left the Company in January, 2002¢o0ept a position with
3M. Ms. Russo left the Company in January, 2002ctept a position with Lucent Technologies Inc. Bteenburgh will retire from the
Company effective April 1, 200:



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.
Palumbo, who joined the Company on May 19, 1997;3Mih, who joined the Company on July 7, 1997; $toffel, who joined the
Company on September 22, 1997; Mr. Steenburgh jethed the Company on April 13, 1998; Mr. McQuadbp joined the Company on
January 1, 1999; Mr. Brust, who joined the Compamylanuary 3, 2000; Mr. Rodli, who joined the Compan January 24, 2000; Patricia
Russo, who joined the Company on April 16, 2004 kin. Rozek, who joined the Company on May 29, 2@®or to joining Kodak in
1997, Mr. Palumbo served in domestic and Europ@amhanagement roles at Procter & Gamble. Prigmitong Kodak in 1997, Mr. Shih
was Vice President of Marketing for Technical Comiqpgiat Silicon Graphics Computer Systems, whicloireed in 1995. Prior to joining
that company, Mr. Shih held executive positiondWEC, which he joined in 1994, and IBM Corporatiémior to joining Kodak in 1997,
Mr. Stoffel was Vice President and Chief EngingeXerox Corporation. Prior to joining Kodak in 1998r. Steenburgh held senior
management positions at Xerox Corporation, Ricom@any, Ltd., Goulds Pumps, and, most recently, Rvasident of the Industrial Pump
Group Worldwide at ITT Fluid Technology Corporatj@part of ITT Industries. Prior to joining Kodak1999, Mr. McQuade was the
General Manager of Imation's medical imaging systeosiness. Prior to joining that company, Mr. MeQe held a number of positions w
3M since 1982. Prior to joining Kodak in 2000, Mrust was Senior Vice President and Chief Finar@ffiter with Unisys Corporation
since 1997. Prior to joining that company, Mr. Briasld a variety of management positions with GahEtectric since 1965. Prior to joining
Kodak in 2000, Mr. Rodli served as President of@elkle has also had a broad range of senior maregepositions in the Boston
Consulting Group, Iwerks Entertainment, and thed®viaterhouseCoopers Management Consulting Groigr.tBijoining Kodak in 2001,
Patricia Russo was Chairman of Avaya Inc., whioh jsined in December 2000. Avaya is formerly thesiBass Communications Systems
unit of Lucent Technologies Inc. Prior to Avayaediad been Executive Vice President and CEO db#neice Provider Networks Group at
Lucent. She also held numerous management andtesepuositions throughout Lucent. Prior to joinitigat company, Ms. Russo held key
management and executive positions throughout AT&Tp. Prior to joining Kodak in 2001, Mr. Rozek wa®artner at
PricewaterhouseCoopers LLP where he served asddepartner with multi-national clients across mher of industries. Mr. Rozek did not
provide any services to Kodak prior to his emplogime

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 at@93l1shareholders of record of
common stock as of December 31, 2001. See Liquédlity Capital Resources, and Market Price Data indgament's Discussion and
Analysis of Financial Condition and Results of Ggiems.

ITEM 6. SELECTED FINANCIAL DATA

Refer to Summary of Operating Data on page 112.

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 finaneiadition and results of operations. The preparatidinancial statements in conformity
with accounting principles generally accepted & thited States of America requires managementikerestimates and assumptions that
affect the reported amounts of assets, liabilitiegenue and expenses, and the related disclobuomtingent assets and liabilities. Actual
results may differ from these estimates and assongt

The Company believes that the critical accountiolicfes discussed below involve additional managemedgment due to the sensitivity of
the methods, assumptions and estimates necessieimining the related asset, liability, reveand expense amoun



Kodak recognizes revenue when it is realized dizasle and earned. For the sale of multiple-elanagrangements whereby equipment is
combined with services, including maintenance aaithing, and other elements, including software prudiucts, the Company allocates to
and recognizes revenue from the various elemestsdban verifiable objective evidence of fair vafifiesoftware is incidental to the
transaction) or Kodak-specific objective evidentéao value if software is other than incidentalthe sales transaction as a whole. Revisions
to these determinants of fair value would affeettiming of revenue allocated to the various elemanthe arrangement and would impact
the results of operations of the Company. Fordetlice solutions sales, which consist of the shEguipment and software which may or
may not require significant production, modificatior customization, there are two acceptable matibd@ccounting: percentage of
completion accounting and completed contract admoginFor certain of the Company's full serviceusioins, the completed contract method
of accounting is being followed by the Company.sTisidue to the Company's lack of historical exgeré resulting in the inability to provide
reasonably dependable estimates of the revenuesoatslapplicable to the various stages of suctracts as would be necessary under the
percentage of completion methodology. Furthermttvee Company records estimated reductions to revimeistomer incentive programs
offered including cash discounts, price protectimmomotional and advertising allowances and volgiiseounts. If market conditions were to
decline, the Company may take actions to expargkthastomer offerings which may result in increraergductions to revenue.

Kodak assesses the carrying value of its identdiaiiangible assets, long-lived assets and gobdiiénever events or changes in
circumstances indicate that the carrying amouthefunderlying asset may not be recoverable. Qefaéators which may occur and indicate
that an impairment exists include, but are nottlahito: significant underperformance relative tpaxted historical or projected future
operating results; significant changes in the maonhéhe Company's use of the underlying assetssamificant adverse industry or market
economic trends. In the event that the carryingeaif assets are determined to be unrecoverakl&€dmpany would record an adjustment to
the respective carrying value.

Kodak maintains provisions for uncollectible acctsufor estimated losses resulting from the inabiit its customers to remit payments. If
the financial condition of customers were to detete, thereby resulting in an inability to makgmpants, additional allowances may be
required.

Kodak provides estimated inventory allowances faress, slow-moving and obsolete inventory as welhaentory whose carrying value is
in excess of net realizable value. These resemeelased on current assessments about future demmaarket conditions and related
management initiatives. If market conditions andialcdemands are less favorable than those prdjégtenanagement, additional inventory
write-downs may be require



Kodak holds minority interests in certain publiéfgded and privately held companies having oparatay technology within its strategic area
of focus. The Company's policy is to record an iimpant charge on these investments when they expegideclines in value which 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 recovcrrying value in these underlying investments.

Kodak evaluates the realizability of its deferrad &ssets on an ongoing basis by assessing itsticalallowance and by adjusting the am«

of such allowance, if necessary. In the determimatif the valuation allowance, the Company hasidensd future taxable income and the
feasibility of tax planning initiatives. Should tl@®mpany determine that it is more likely than thait it will realize certain of its deferred tax
assets in the future, an adjustment would be reduo reduce the existing valuation allowance acdeiase income. On the contrary, if the
Company determined that it would not be able tdizedts recorded net deferred tax asset, an adprst to increase the valuation allowance
would be charged to the results of operationsénpiériod such conclusion was made. In additionCibepany operates within multiple
taxing jurisdictions and is subject to audit ing@gurisdictions. These audits can involve comjdsxes, which may require an extended
period of time for resolution. Although managemieslieves that adequate consideration has been foadech issues, there is the possibility
that the ultimate resolution of such issues coaldehan adverse effect on the results of operatibtise Company.

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

Pension assets and liabilities are determined aacturarial basis and are affected by the estimatttet-related value of plan assets,
estimates of the expected return on plan assetspuiit rates and other assumptions inherent i thedsations. The Company annually
reviews the assumptions underlying the actuarialtations and makes changes to these assumpliassd on current market conditions, as
necessary. Actual changes in the fair market vafydan assets and differences between the aatiahron plan assets and the expected
return on plan assets will affect the amount ofgp@m (income) expense ultimately recognized. Theiopostretirement benefits liability is
also determined on an actuarial basis and is affday assumptions including the discount rate apeeed trends in healthcare costs.
Changes in the discount rate and differences betaetial and expected health care costs will atfextecorded amount of other
postretirement benefits expen



Environmental liabilities are accrued based omeates of known environmental remediation exposuires.liabilities include accruals for
sites owned by Kodak, sites formerly owned by Kqdald other third party sites where Kodak was degeg as a potentially responsible
party (PRP). The amounts accrued for such sitebased on these estimates, which may be affectetidnyging determinations of what
constitutes an environmental liability or an acedpd level of remediation. To the extent that theent work plans are not effective in
achieving targeted results, the proposals to régylagencies for desired methods and outcomesneédiation are not acceptable, or
additional exposures are identified, Kodak's edinadi its environmental liabilities may change.

SUMMARY
(in millions, except per share data)

2001 Change 2000 Change 1999
Net sales $13,234 -5% $13 994 - 1% $14,089
Earnings from operations 345 -84 2 214 +11 1,990
Net earnings 76 -95 1 407 +1 1,392
Basic earnings per share 26 -94 462 +5 4.38
Diluted earnings per share 26 -94 459 +6 4.33

2001
The Company's results for the year included thieviohg:

Charges of $830 million ($583 million after tax)ated to the restructuring programs implementeithénsecond, third and fourth quarters and
other asset impairments. See further discussidfainagement's Discussion and Analysis of Financtaddtion and Results of Operations
(MD&A) and Note 14.

A charge of $41 million ($28 million after tax) fenvironmental exposures. See MD&A and Note 10.
A charge of $20 million ($14 million after tax) fthe Kmart bankruptcy. See MD&A and Note 2.

Income tax benefits of $31 million, including a fa@ble tax settlement of $11 million and a $20 ionillbenefit representing a decline in the
yearover-year effective tax rate.

Excluding the above items, net earnings were $6ifliom or $2.30 per basic and diluted she



2000
The Company's results for the year included thieviohg:

Charges of approximately $50 million ($33 millioftes tax) associated with the sale and exit of oihhe Company's equipment
manufacturing facilities. The costs for this effavhich began in 1999, related to accelerated aegiren of assets still in use prior to the sale
of the facility in the second quarter, and costgéocation of the operations.

Excluding the above, net earnings were $1,440anillBasic earnings per share were $4.73 and dikaenings per share were $4.70.
1999
The Company's results for the year included thieviohg:

A restructuring charge of $350 million ($231 milliafter tax) related to worldwide manufacturing @hdtofinishing consolidation and
reductions in selling, general and administratiesifpons worldwide. In addition, the Company inagicharges of $11 million ($7 million
after tax) related to accelerated depreciatiorseéss still in use during 1999 and sold in 200@onnection with the exit of one of the
Company's equipment manufacturing facilities.

Charges totaling approximately $103 million ($68lion after tax) associated with the exits of thesEnan Software business ($51 million)
and Entertainment Imaging's sticker print kioskdarct line ($32 million) as well as the write-off tife Company's Calcomp investment ($20
million), which was determined to be unrecoverable.

Gains of approximately $120 million ($79 milliontaf tax) related to the sale of The Image Bank (®88on gain) and the Motion Analysis
Systems Division ($25 million gain).

Excluding the above items, net earnings were $1pgillbn. Basic earnings per share were $5.09 ahdedl earnings per share were $5.



DETAILED RESULTS OF OPERATIONS
Net Sales by Reportable Segment and All Other
(in millions)

2001 Change

Photography
Inside the U.S. $4,482 -10% $4
Outside the U.S. 4921 -7 5
Total Photography 9,403 -8 10
Health Imaging
Inside the U.S. 1,089 +2 1
Outside the U.S. 1,173 +2 1
Total Health Imaging 2262 +2 2
Commercial Imaging
Inside the U.S. 820 +15
Outside the U.S. 639 -9

Total Commercial Imaging 1,459 +3 1

All Other
Inside the U.S. 68 0
Outside the U.S. 42 -28
Total All Other 110 -13
Total Net Sales $13,234 -5% $13

Earnings from Operations by Reportable Segment and

(in millions)
Photography $ 787 -45% $1
Health Imaging 323 -38
Commercial Imaging 165 -29
All Other (60)
Total of segments 1,215 -44 2

Restructuring costs and
credits and asset

impairments (732)
Wolf charge 7
Environmental reserve (41)
Kmart charge (20)

Consolidated total $ 345 -84% $2

2000 Change 1999

,960 +4% $4,756
271 -4 5,509

231 0 10,265

,067 +38 984
153 -2 1,175

220 +3 2,159

715 -4 741
702 -5 738

417 -4 1,479

68 -40 113
58 -21 73

126 -32 186

994 -1% $14,089

All Other

430 -16% $ 1,709
518 +7 483
233 -9 257
(11) (109)

170 -7 2,340

214 +11% $1,990



Net Earnings by Reportable Segment and All Other

(in millions)
2001 Change 2000 Change 1999
Photography $ 535 -48% $1 ,034 -18% $1,261
Health Imaging 221 -38 356 +10 324
Commercial Imaging 80 -11 90 -49 178
All Other (38) 2) (61)
Total of segments 798 -46 1 478 -13 1,702

Restructuring costs and
credits and asset

impairments (735) 44 (350)
Wolf charge 7 - -
Environmental reserve (41) - -
Kmart charge (20) - -
Interest expense (219) (178) (142)
Other corporate items 8 26 22

Income tax effects on
above items and taxes
not allocated to segments 362 37 160

2001 COMPARED WITH 2000

CONSOLIDATED

Net worldwide sales were $13,234 million for 20&1lcampared with $13,994 million for 2000, represena decrease of $760 million, or !
as reported, or 3% excluding the negative impaeixahange. Net sales in the U.S. were $6,459 miftito 2001 as compared with $6,810
million for 2000, representing a decrease of $38liam, or 5%. Net sales outside the U.S. were $6,illion for 2001 as compared with
$7,184 million for 2000, representing a decreas®40® million, or 6% as reported, or 2% excludihg hegative impact of exchange. The
U.S. economic condition throughout the year ancetrents of September 11th adversely impacted tmep@oy's sales, particularly in the
consumer film product groups within the Photograpbgment. The total decrease in net worldwide 8260 million, or 5%, was
comprised of declines in Photography sales of $82&n, or 8%, and All Other sales of $16 millioor, 13%, partially offset by increases in
Health Imaging sales of $42 million, or 2%, and @oencial Imaging of $42 million or 3%. The decreas@hotography sales were driven by
declines in consumer, entertainment origination pnodessional film products, consumer and profesdicolor paper, photofinishing
revenues and consumer and professional digital iz@me

Sales in emerging markets decreased 4% from 20R0Gb. The net decrease in emerging market salesaaprised of decreases in Latin
America, Asia, Greater China, and Asian, Africad afiddle Eastern Region (EAMER) Emerging Market&e8, 4%, 7% and 7%,
respectively, partially offset by an increase ilesan the Greater Russia market of 1°



Gross profit declined 19% with margins declining percentage points from 40.2% in 2000 to 34.5%0@1. Excluding special charges to
cost of goods sold in 2001 and 2000 of $156 milaod $50 million, respectively, gross profit magydecreased 4.8 percentage points from
40.5% in 2000 to 35.7% in 2001. The decline in rimavgas driven primarily by lower prices across mafishe Company's traditional and
digital product groups within the Photography segina significant decline in the margin in the Headinaging segment, which was caused
by declining prices and mix, and the negative inhpdexchange.

Selling, general and administrative expenses (SGi&éjeased $113 million, or 4%, in 2001 as comp&oe2D00. The increase in SG&A
expenses is primarily attributable to charges & &ifllion that the Company recorded in 2001 refatio Kmart's bankruptcy, environmental
issues and the write-off of certain strategic itnents that were impaired.

Research and development (R&D) expenses remaiatdiéicreasing $5 million from $784 million in 20@0$779 million in 2001.

Earnings from operations decreased $1,869 milliomf$2,214 million in 2000 to $345 million in 200lhe decrease in earnings from
operations is partially attributable to chargestaln 2001 totaling $891 million primarily relating restructuring and asset impairments,
significant customer bankruptcies and environmesgales. The remaining decrease in earnings framatipns is attributable to the decrease
in sales and gross profit margin percentage fore¢hasons described above.

Net earnings decreased $1,331 million from $1,4@fomin 2000 to $76 million in 2001. The decreaseet earnings is attributable to lov
earnings from operations, as described aboventitease in interest expense due to higher ave@gevings during 2001, and the decrease
in other income (charges) due to lower gains orséie of investments.

The actual tax rates for the years ended Decenthe&?0®1 and December 31, 2000 were 30% and 34%ectgely. The decline in the
Company's 2001 actual tax rate as compared witB@BO actual tax rate is primarily attributableatoincrease in creditable foreign taxes and
an $11 million tax benefit related to favorable settlements reached in the third quarter, whicrevpartially offset by restructuring costs
recorded in the second, third and fourth quartehéch provided reduced tax benefits to the Company.

PHOTOGRAPHY

Net worldwide sales for the Photography segmenew8r403 million for 2001 as compared with $10,28Mion for 2000, representing
decrease of $828 million, or 8% as reported, ore6#uding the negative impact of exchange. Phofiigranet sales in the U.S. were $4,482
million for 2001 as compared with $4,960 milliorr 000, representing a decrease of $478 millio,086. Photography net sales outside the
U.S. were $4,921 million for 2001 as compared Mt 71 million for 2000, representing a decreask380 million, or 7% as reported, or

3% excluding the negative impact of exchar




Net worldwide sales of consumer film products, vishieclude traditional 35mm film, Advantix film ar@he-time-use cameras in both the
traditional and APS formats, decreased 7% in 2@€tive to 2000, reflecting a 3% decline in voluame a 2% decline in both exchange and
price/mix. The composition of consumer film produit 2001 as compared with 2000 reflects a 2% dsera volumes for Advantix film, a
7% increase in volume of one-tinmse cameras and a 4% decline in volume of traditifilm product lines. Sales of the Company's comsi
film products within the U.S. decreased, reflectin§% decline in volume in 2001 as compared witb02@ales of consumer film products
outside the U.S. decreased 9% in 2001 as compate@000, reflecting a 2% decrease in volume, adg#dine in price/mix and 4% decline
due to foreign exchange. During 2001, the Compamyicued the efforts it began in 1998 to shift aomers to the differentiated, higher va
MAX and Advantix film product lines. For 2001, salef the MAX and Advantix product lines as a petage of total consumer roll film
revenue increased from a level of 62% in the fogatarter of 2000 to 68% by the fourth quarter d20The U.S. film industry volume was
down slightly in 2001 relative to 2000; howeveie iompany maintained fujlear U.S. consumer film market share for the foaghsecutiv
year. During 2001, the Company reached its higlestdwide consumer film market share position ia gast nine years. The Compar
traditional film business is developing in new ne&tek and management believes the business is stiomgever, digital substitution is
occurring and the Company continues its developrardtapplication of digital technology in such area wholesale and retail
photofinishing. Digital substitution is occurringome quickly in Japan and more slowly in the U.Sirdpe and China.

Net worldwide sales of origination and print filmthe entertainment industry decreased 4% in 28@&bmpared with 2000. Origination fil
sales decreased 12%, reflecting a 9% decline umveland a 3% decline due to the negative impaexafiange. The decrease in origination
film sales was partially offset by an increaserimfilm of 4%, reflecting a 9% increase in volundfset by declines attributable to exchange
and price of 3% and 2%, respectively. After seveomisecutive years of growth in origination filmesa this decrease reflects a slight
downward trend beginning in the second half of 200& to continued economic weakness in the U.9chndaused a decrease in television
advertising spend and the resulting decline irpttoeluction of television commercials. Additionaltile events of September 11th caused a
number of motion picture film releases and tel®risshow productions to be delayed or postponed.

Net worldwide sales of professional film produetsich include color negative, color reversal anthawercial blac-and-white film,
decreased 13% in 2001 as compared with 2000. Tivewlard trend in the sale of professional film produexisted throughout 2001 and is
the result of ongoing digital capture substitutaord continued economic weakness in a number ofetsavkorldwide



Net worldwide sales of consumer color paper deexdd % in 2001 as compared with 2000, reflectid§eadecline in both volume at
price/mix and a 3% decline due to exchange. Thenslaxd trend in color paper sales existed througB60t and is due to industry declines
resulting from digital substitution, market trertdsvard onsite processing where there is a decreasing tredduble prints, and a reductior
mail- order processing where Kodak has a strongeghasition. Effective January 1, 2001, the Compamy Mitsubishi Paper Mills Ltd.
formed the business venture, Diamic Ltd., a codatdid sales subsidiary, which is expected to imptbe Company's color paper market
share in Japan. Net worldwide sales of sensitizefibpsional paper decreased 2% in 2001 as compatte@000, reflecting a 4% increase in
volume, offset by a 4% decrease in price and a @&firtk attributable to exchange.

Net worldwide revenues from -site and overnight photofinishing equipment, prddwand services decreased 16% in 2001 as compited
2000. This downward trend, which existed throughf@il, is the result of a significant reductiortie placement of on-site photofinishing
equipment due to the saturation of the U.S. mahkdtthe market's anticipation of the availabilitynew digital minilabs. During the fourth
quarter of 2001, the Company purchased two whaesa&krnight photofinishing businesses in Eurofe Tompany acquired Spector Photo
Group's wholesale photofinishing and distributiati\aties in France, Germany and Austria, and Coiare Limited's wholesale processing
and printing operations in the U.K. The Companydwels that these acquisitions will facilitate isategy to enhance retail photofinishing
activities, provide access to a broader base dbmess, create new service efficiencies and prog@esumers with technologically advanced
digital imaging services.

Net worldwide sales of the Company's consumeraligameras decreased 3% in 2001 as compared with &flecting volume growth (
35% offset by declining prices and a 2% decreasetadmegative exchange impact. The significantwmagrowth over the 2000 levels was
driven by strong market acceptance of the new HamgSconsumer digital camera system, competitiigdngr initiatives, and a shift in the go-
to-market strategy to mass-market distribution cledsn These factors have moved the Company intadh#er two consumer market share
position in the U.S., up from the number three fi@sias of the end of 2000. Net worldwide saleprofessional digital cameras decreased
12% in 2001 as compared with 2000, primarily attidtible to a 20% decline in volume.

Net worldwide sales of the Company's inkjet phaipgr increased 55% in 2001 as compared with 2@flecting volume growth of 42% ai
increased prices. The inkjet photo paper demorstrdduble-digit growth year- over-year throughd@®?2, reflecting the Company's
increased promotional activity at key retail acasuimproved merchandising and broader channeildigion of the entire line of inkjet pap
within the product group. Net worldwide sales affpssional thermal paper remained flat, reflecing3% increase in volume offset by
declines attributable to price and negative exchamgpact of 7% and 1%, respective



The Company continued its strong focus on the amesumaging digital products and services, whiatiude the picture maker kiosks and
related media and consumer digital services revéoue picture CD, "You've Got Pictures" and Retadgem. Combined revenues from the
placement of picture maker kiosks and the relatediandecreased 2% in 2001 as compared with 200€cting a decline in the volume of
new kiosk placements partially offset by a 15% éase in kiosk media volume. This trend in increasedia usage reflects the Company's
focus on creating new sales channels and increétsingiedia burn per kiosk. Revenue from consunggtadliservices increased 15% in 2001
as compared with 2000. In addition, the Company&gpced an increase in digital penetration iQitslex wholesale labs. The principal
products which contributed to this increase weptuPé CD and Retail.com. The average digital patien rate for the number of rolls
processed increased each quarter during 2001 aipatie of 6.7% in the fourth quarter, reflecting@ds increase over the fourth quarter of
2000. In certain major retail accounts, the digiahetration reached levels of up to 15%.

During the second quarter of 2001, the Companyhaged Ofoto, Inc. The Company believes that Ofdlicsalidify the Company's leading
position in online imaging products and servicésc&the acquisition, Ofoto has demonstrated stoydgr growth, with the average order
size increasing by 31% over the 2000 level. In Baldi the Ofoto customer base reflected growthppireximately 12% per month throughout
2001.

The gross profit margin for the Photography segmexgt 36.2% in 2001 as compared with 40.1% in 206@.3.9 percentage point decrease
in gross margin for the Photography segment wasarily attributable to continued lower effectivdlisg prices across virtually all product
groups, including the Company's core productsagfitional film, paper, and digital cameras, unfalbe exchange and flat distribution costs
on a lower sales base.

SG&A expenses remained flat, decreasing 1% in 280dompared with 2000. As a percentage of sale&AS@creased from 19.3% in 2000
to 20.9% in 2001. SG&A, excluding advertising, is@sed 4%, representing 14.6% of sales in 2001 28d4lof sales in 2000. R&D
expenses decreased 6% in 2001 as compared with 28@0percentage of sales, R&D increased slightiy 5.6% in 2000 to 5.8% in 2001.

Earnings from operations decreased $643 milliod586, from $1,430 million in 2000 to $787 milliom 2001, reflecting the lower sales and
gross profit levels described above. Net earnirgsaehsed $499 million, or 48%, from $1,034 millinr2000 to $535 million in 2001 due
primarily to lower earnings from operatiol



HEALTH IMAGING

Net worldwide sales for the Health Imaging segnvesrte $2,262 million for 2001 as compared with $8,24llion for 2000, representing i
increase of $42 million, or 2% as reported, or aidétease excluding the negative impact of exchaNgésales in the U.S. were $1,089

million for 2001 as compared with $1,067 milliorr 2000, representing an increase of $22 millio@%; while net sales outside the U.S.
were $1,173 million for 2001 as compared with $B,fllion for 2000, representing an increase of §#llion, or 2% as reported, or 6%

excluding the negative impact of exchange. Salesnarging markets increased slightly, up 4% frofa@@® 2001.

Net sales of digital products, which include laiseagers (DryView imagers and Wet laser printerg)ital media (DryView and Wet las
media), digital capture equipment (Computed Radiplgy capture equipment and Direct Radiography egeii) and Picture Archiving and
Communications Systems (PACS), increased 11% i 28Gcompared with 2000. The increase in digitielssaas principally the result of a
184% increase in digital capture revenues resuftimg a 201% increase in volume, partially offsetdeclines attributable to price and
foreign exchange. Laser imaging equipment, senaoeisfilm also contributed to the increase in dilgiales, as sales in these combined
categories increased 3% in 2001 as compared wilf.Zlthe 3% increase in these product groups waetudt of increases in DryView laser
imagers and media of 8% and 33%, respectively, mviere partially offset by the expected decreas&¥eét laser printers and media of 8%
and 29%, respectively, in 2001 as compared wittD28@ales of PACS increased 9% in 2001 as compaitad@00, reflecting a 16% incree
in volume, partially offset by declines attributaltd price and foreign exchange of 4% and 3%, csmty.

Sales of traditional medical products, which inéwhalog film, equipment, chemistry and servicesreased 7% in 2001 as compared with
2000. This decline was primarily attributable th226 decrease in non- specialty medical sales. €heedse in these sales was partially offset
by an increase in specialty Mammography and Ongodades, which increased 4%, reflecting a 12% imsedn volume, offset by declines
attributable to price/mix and foreign exchange % &nd 2%, respectively. Additionally, Dental saleseased 3% in 2001 as compared with
2000, reflecting a 5% increase in volume, which wasially offset by declines of 1% attributablettoth price/mix and foreign exchange.

The gross profit margin for the Health Imaging segtrwas 38.4% in 2001 as compared with 46.6% if200e 8.2 percentage point
decrease in gross margin is primarily attributablselling price declines in 2001, driven by thatioued conversion of customers to lower
pricing levels under the Company's Novation GroupcRasing Organization contracts and a larger prioohix shift from higher margin
traditional analog film toward lower margin digi@dpture and printing equipment.

Additionally, in 2001 as compared with 2000, thex@@any incurred higher service costs due to an &serén volume of new digital capture
equipment and systems placements, compounded bt-term star-up reliability issues with the new equipme



SG&A expenses increased 4% in 2001 as compared2@if. As a percentage of sales, SG&A increased 15.8% in 2000 to 16.2% in
2001. R&D expenses increased 10% in 2001 as comhpatie 2000. As a percentage of sales, R&D incrédisem 6.2% in 2000 to 6.7% in
2001.

Earnings from operations decreased $195 millior3886, from $518 million in 2000 to $323 million 2001, which is attributable to the
decrease in the gross profit percentage in 20@bmpared with 2000, as described above. Net eamiagreased $135 million, or 38%, from
$356 million in 2000 to $221 million in 2001 dueltaver earnings from operations as described above.

COMMERCIAL IMAGING

Net worldwide sales for the Commercial Imaging seghwere $1,459 million for 2001 as compared witt4$7 million for 2000
representing an increase of $42 million, or 3%eg®rted, or 5% excluding the negative impact ohexge. Net sales in the U.S. were $820
million for 2001 as compared with $715 million 2000, representing an increase of $105 millior],5%. Net sales outside the U.S. were
$639 million for 2001 as compared with $702 millimm 2000, representing a decrease of $63 milliwrg% as reported, or 4% excluding the
negative impact of exchange.

Net worldwide sales of document imaging equipmprdducts and services increased 8% in 2001 as cexhpath 2000. The increase
sales was primarily attributable to an increasseirvice revenue due to the acquisition of the &l Howell Imaging business in the first
quarter of 2001. With the acquisition of the BeitlaHowell Imaging business, the Company continaessture new exclusive third-party
maintenance agreements. The increase in revenualswmdue to strong demand for the Company's iNtiimvaeries scanners, specifically
new i800 series high-volume document scanner.

Net worldwide sales of the Company's commercialgmgernment products and services increased 162604 as compared with 2000. T
increase in sales was principally due to an ineréasevenues from government products and serviedsr its government contracts.

Net worldwide sales for wi-format inkjet products were a contributor to tlet imcrease in Commercial Imaging sales as thesmuoes
increased 9% in 2001 as compared with 2000, réflggtear-over-year sales increases throughout 2084 Company continues to focus on
initiatives to grow this business as reflectedhia worldwide launch of the 5260 wide-format inkjpeinter in the fourth quarter of 2001 and
the acquisition of ENCAD, Inc. in January of 20Given ENCAD's strong distribution position in thiglustry, the acquisition of ENCAD is
expected to provide the Company with a strong cebtanthe wid-format inkjet printer market, which Kodak had nog¢yiously servec



Net worldwide sales of graphic arts products to &o&olychrome Graphics (KPG), an unconsolidatea pénture affiliate in which th
Company has a 50% ownership interest, decreasedrl30®1 as compared with 2000. The largest cauitibto this decline in sales was
graphics film, which experienced a 20% decreaskateng a 19% decrease in volume and small deslatibutable to price/mix and foreign
exchange. The decrease in sales to KPG is atthleuta continued technology substitution and ecanameakness. During 2001, KPG
continued to implement the operational improvemértisgan in 2000, which returned the joint ventiar@rofitability in the first quarter and
throughout 2001. In the fourth quarter of 2001, K&Enpleted its acquisition of Imation's color piagfand software business. The Comy.
believes that Imation's portfolio of products veitimplement and expand KPG's offerings in the mafa&eg¢, which should drive sell-through
of Kodak's graphics products. The Company is tldusive provider of graphic arts products to KPG.

Net worldwide sales of products to NexPress, amnsalidated joint venture affiliate in which the@pany has a 50% ownership inter
decreased in 2001 as compared with 2000, refleetibg? decrease in volume and declines in price/mi$eptember 2001, the joint venture
achieved its key milestone in launching the Nex#4<90 printer product at the Print '01 trade shidvere is strong customer demand for the
new printer, which the Company believes shouldedincreased sell-through of Kodak's products thinahg joint venture.

The gross profit margin for the Commercial Imaggegment was 30.7% in 2001 as compared with 33.42000. The 2.7 percentage point
decrease in gross margin is primarily attributabliower selling prices in a number of product grewithin the segment.

SG&A expenses increased 19% in 2001 as comparéd2@Q0. As a percentage of sales, SG&A increased r2.4% in 2000 to 14.4% in
2001. R&D expenses decreased 5%. As a percentagdesf R&D decreased from 4.3% in 2000 to 4.02001.

Earnings from operations decreased $68 millior2336, from $233 million in 2000 to $165 million i®@1, which is attributable to the
decrease in the gross profit percentage and aedserin SG&A expenses in 2001 as compared with,2808escribed above. Net earnings
decreased $10 million, or 11%, from $90 millior2®00 to $80 million in 2001. Net earnings includssitive earnings from the Company's
equity in the income of KPC



ALL OTHER

Net worldwide sales of businesses comprising Alétwere $110 million for 2001 as compared withGifrillion for 2000, representing
decrease of $16 million, or 13% as reported, withmpact from exchange. Net sales in the U.S. itatat $68 million for both 2001 and
2000, while net sales outside the U.S. were $4Ramifor 2001 as compared with $58 million for 20@8presenting a decrease of $16
million, or 28% as reported, or 30% excluding tmpact of exchange.

The decrease in worldwide net sales was primatitibatable to a decrease in optics revenues of 88#a decrease in revenues due to the
divestment of the Eastman Software business in.ZDB8se decreases were partially offset by a 1@¥e#ase in the sale of sensors.

In December 2001, the Company and SANYO annourfeedbrmation of a business venture, SK Display @afion, to manufacture and
sell active matrix organic light emitting diode (D) displays for consumer devices. Kodak will havé4% ownership interest in this
venture. For 2001, there were no sales relatingisobusiness. In the future, the Company will @erevenue through royalty income and
sales of raw materials and finished displays.

Earnings from operations decreased $49 million feolmss of $11 million in 2000 to a loss of $60lioi in 2001. The increase in the loss is
attributable to increased costs incurred for tha&tinoed development of the OLED technology, thal@&hment of the SK Display business
venture and costs incurred to grow the existingce@nd sensor businesses.

2000 COMPARED WITH 1999

CONSOLIDATED

Net worldwide sales were $13,994 million for 20@0campared with $14,089 million for 1999, represena decrease of $95 million, or 1
Excluding portfolio adjustments and the negativeawct of foreign exchange, which reduced revenu2%yand 3%, respectively, net
worldwide sales increased 4% as compared with 1968sales in the U.S. were $6,810 million for 2@80compared with $6,594 million for
1999, representing an increase of $216 millior8%rt Net sales outside the U.S. were $7,184 miflaor2000 as compared with $7,495
million for 1999, representing a decrease of $31lliam, or 4% as reported, or an increase of 2%dwkag the negative impact of exchange.
Deterioration in the U.S. economic conditions ia iecond half of the year adversely impacted thefany's sales, particularly within the
Photography segment. Net worldwide sales of constiineproducts, professional film products andditeonal paper all decreased in 200(
compared with 1999. The decreases in these progdogps were partially offset by increases in filates to the entertainment industry,
photofinishing revenues and consumer digital carsales




Sales in emerging markets increased 7% in 1998mapared with 2000. The increase in emerging madiets is comprised of increases in
Latin America, Asia, EAMER Emerging Markets, GredRaissia and Greater China of 3%, 9%, 2%, 39% &64, tespectively.

Gross profit declined 6% with margins declining Betcentage points from 42.6% in 1999 to 40.290i002 Excluding special charges in
both years, gross profit margins decreased 2.8&p#age points from 43.3% in 1999 to 40.5% in 200 decline in margin was driven
primarily by lower prices, increased sales of lowargin products, like one-time-use cameras andwoer digital cameras, and the negative
impact of exchange. Productivity gains that wermgmized earlier in the year were partially offdeting the fourth quarter as the Company
reduced inventories in the face of slowing demamiratailer inventory reductions.

SG&A expenses decreased 7% from 19.2% of sale898 b 18.0% in 2000. The reduction in SG&A expsnzemarily reflects the success
of the Company's cost-reduction initiatives andftio actions.

R&D expenses decreased 4% during the year from 6f884les in 1999 to 5.6% in 2000. This declinenarily reflects the benefit of
portfolio actions, primarily the divestiture of Eaman Software.

Earnings from operations increased 11% or $224amilh 2000. Adjusting for special charges in bp#lars, earnings from operations
declined $190 million or 8% as increased salesmekiin many of the Company's businesses and titessiof cossavings initiatives did n
offset lower effective selling prices and adverggency movements.

Interest expense increased 25% over 1999 reflebtgtger average borrowings and rising interesttaher income decreased by $165
million or 63% from 1999 due largely to the inclusiof gains of $120 million from the sale of thealge Bank and Motion Analysis Systems
Division in 1999. Excluding the gains from the safe¢hese businesses, other income declined $4Bmiprimarily reflecting lower equity
earnings from the Company's KPG joint venture.

Net earnings increased $15 million, or 1%, in 286@ompared with 1999. Adjusting for special chamed credits in both years, net incc
decreased $323 million, or 19%. The decrease iea@lings is primarily attributable to a declinghe gross profit margin, an increase in
interest expense, and lower equity earnings frorsKP

The effective tax rate for both 2000 and 1999 w4tb .



PHOTOGRAPHY

Net worldwide sales for the Photography segmenew&0,231 million for 2000 as compared with $10,&6ion for 1999, representing
decrease of $34 million, reflecting flat saleseorted, or a 3% increase excluding the negatipaanof exchange. Photography net sales in
the U.S. were $4,960 million for 2000 as compardti $4,756 million for 1999, representing an inceaf $204 million, or 4%. Photograg.
net sales outside the U.S. were $5,271 millior2@00 as compared with $5,509 million for 1999, espnting a decrease of $238 million, or
4% as reported, or an increase of 2% excludingnégative impact of exchange.

Net worldwide sales of the Company's consumer fitoducts, which include traditional 35mm film, Adwi film and on«-time-use cameras
in both the traditional and APS formats, decred$édn 2000 as compared with 1999, reflecting inseglavolumes in all major categories,
offset by declines attributable to pricing pressuaad adverse currency movements. Sales of the &uorispconsumer film products within 1
U.S. increased 2% in 2000 as compared with 19%i@cting a 17% volume increase in one-time-use camand a 15% volume increase in
Advantix film, partially offset by a 2% volume deese in traditional 35mm film. The Company mairgdifull-year U.S. consumer film
market share for the third consecutive year. Safléise Company's consumer film products outsideLil® decreased 4% in 2000 as
compared with 1999, reflecting increased volumegkwivere offset by lower prices and negative cuzyemovements. During 2000, the
Company continued the efforts it began in 199&hitt sonsumers to the differentiated, higher valll#eX and Advantix film products. By the
fourth quarter of 2000, combined U.S. sales of M&Xl Advantix films represented approximately 62%otdl U.S. consumer roll film
revenues, up 6 percentage points as comparedhvetypetar-end 1999 level.

Net worldwide sales of origination and print filmthe entertainment industry increased 4% in 2@0€oanpared with 1999. Print film sal
increased 10% in 2000 as compared with 1999, t&ipa 20% increase in volume, offset by declines t price and exchange of 6% and
4%, respectively. The increase in print film salese partially offset by a decrease in originafitm sales, which decreased 1% in 2000 as
compared with 1999, reflecting a 2% increase iund offset by a 3% decline due to foreign exchaipe.net sales increase in film sales to
the entertainment industry reflects the recoverthefmotion picture film industry from the softnefsa year ago.

Net worldwide sales of film products for the prafiemal consumer, which include color negative, codwersal and bla-and-white film,
decreased 10% during 2000 as compared with 1999d&brease in sales of professional consumer éftaats a decrease in volume and
pricing pressures in most product groups, partiaffget by an increase in sales volume within thiercnegative product group. The net
downward trend in the sale of professional filmdarcts existed throughout 2000 and is due pringigalkthe ongoing digital capture
substitution,



Net worldwide sales of the Company's consumer quimer decreased 3% in 2000 as compared with 188&cting lower prices and

negative foreign exchange impact, which were pértidfset by an increase in volume. Net salesabrpaper in the U.S. increased 1%, as
3% volume increases outweighed the lower prices shlles outside the U.S. decreased 5%, as incrgaggdes could not offset lower
price/mix and negative exchange movements. Netdwaide sales of sensitized paper for the professiom@sumer decreased 10% in 2000 as
compared with 1999, reflecting declines due to n@uprice and exchange of 2%, 5% and 3%, respéctive

Revenues from the Company's on-site and overnighitofinishing equipment, products and servicesdased 3% in 2000 as compared with
1999, primarily due to increased placements of lialiisi during the year.

Net worldwide sales of the Company's consumeraligameras increased 26% in 2000 as compared @89, teflecting a 72% increase

unit volumes, offset by declines in both price amdhange. The lower sales prices reflect the catiyegtess in this business. Consumer
digital camera sales in the U.S. increased 17%levglailes outside the U.S. increased 38%. The iser@asales of digital cameras both inside
and outside the U.S. reflect higher volumes, offisatially by lower prices. As of the end of 20@fe Company had the number three
consumer market share position in the U.S. Thewoeidwide sales of digital cameras for the profesal consumer decreased 37% in 20C
compared with 1999, reflecting decreases in volymeg and exchange.

The net worldwide sales of the Company's inkjettplpaper increased 34% in 2000 as compared witB,I®8fecting significant volume
increases over 1999 levels. Worldwide sales oftlaépaper for the professional consumer remairadriéflecting a decrease of 1% in 2000
as compared with 1999.

The Company continued its strong focus on the amesumaging digital business, which includes thetipie maker kiosks/media and
consumer imaging digital products and servicesmagdrom picture CD, "You've Got Pictures," Print@ilak and PictureVision. Revenues
from the placement of picture maker kiosks andréfeted media increased 17% in 2000 as compardédl®R9, representing an increase in
both equipment and thermal media sales of 19% &8l tespectively. This trend in increased medigesaflects the Company's focus on
creating new sales channels and increasing theanbean per kiosk. As of the end of 2000, the nundféfodak picture maker kiosk
placements was in excess of 29,000, reflectingharease of 6,000 over the 1999 level. Revenue fmnsumer digital services increased
103% in 2000 as compared with 1999. In additioa,@leampany experienced an increase in digital pati@trin its Qualex wholesale labs.
The average digital penetration rate for the nunolbeolls processed averaged 4.1% for the year.

The sales of the Motion Analysis Systems Divisiad a&he Image Bank in 1999 contributed to the desréarevenues in 2000 as compared
with 1999. As a result of these business salestoghaphy segment sales decreased $105 millionG0 28 compared with 1999. Other
product groups contributing to the net decreasearidwide Photography segment sales include CD Klaslhich experienced a sales
decrease of 44% in 2000 as compared with 1



The gross profit margin for the Photography segnaexst 40.1% in 2000 as compared with 43.8% in 1988.3.7 percentage point decrease
in gross margin is primarily attributable to contd lower effective selling prices across virtuallyproduct groups, including the Company's
core products of traditional film, paper, and dijitameras, unfavorable product mix and adverskagge movements.

SG&A expenses decreased 6% in 2000 as compared 98@, reflecting the benefits of the Company's-ceduction efforts and a $12
million charge recorded in SG&A in 1999 relatinghiesiness exits. As a percentage of sales, SG&#pedsed from 20.5% in 1999 to 19.3%
in 2000. SG&A, excluding advertising, decreased BSpresenting 12.9% of sales in 2000 and 13.9%letsn 1999. R&D remained flat a:
percentage of sales at 5.6%.

Earnings from operations decreased $279 millior,686, from $1,709 million in 1999 to $1,430 milliom2000, reflecting the slightly lower
sales and the 3.9 percentage point decrease grdle profit margin, offset partially by chargelsaia in 1999 associated with the exit of the
sticker print kiosk product line, the write-off tife Calcomp investment and the decrease in SG&A&resgs described above. Net earnings
decreased $227 million, or 18%, from $1,261 millior1999 to $1,034 million in 2000, reflecting lome&arnings from operations and $120
million of other income in 1999 relating to theesaf The Image Bank and the Motion Analysis SystBiwssion.

HEALTH IMAGING

Net worldwide sales for the Health Imaging segnvesrte $2,220 million for 2000 as compared with $2,tfllion for 1999, representing i
increase of $61 million, or 3% as reported, or 68wing the negative impact of exchange. Healthdimg net sales in the U.S. were $1,067
million for 2000 as compared with $984 million 6899, representing an increase of $83 million or 8#file net sales outside the U.S. were
$1,153 million for 2000 as compared with $1,175lionl for 1999, representing a decrease of $22 onijlor 2% as reported, or an increase of
4% excluding the negative impact of exchange. Salesnerging markets increased 7% in 2000 as coedpaith 1999.

Net worldwide sales of digital products (includilager printers, digital media, digital capture gooént and PACS), increased 11% in 20C
compared with 1999. The increase in sales of digitaducts in 2000 as compared with 1999 was drlwen 67% increase in DryView laser
imager placements, a 48% increase in DryView mdda&to higher volumes, a 120% increase in digapture products and a 25% increase
in PACS. The growth in sales from these productigsovas partially offset by the expected declineét laser imaging sales.

Sales of the Company's traditional medical produstduding analog film, equipment, chemistry ardvices, declined 3%. Within the
Company's traditional products, traditional andibg products (excluding Mammography and Oncology a@ental products) decreased 7%,
reflecting flat volumes, unfavorable exchange amtitgpated price declines. Also within the Compartyaditional products, Mammography
and Oncology specialty product sales increasedih22600 as compared with 1999, reflecting highdum®s. Sales of traditional dental
products increased 5% over the same period dugtdlg higher volumes and favorable pricir



The gross profit margin for the Health Imaging segtwas relatively flat at 46.6% in 2000 as comgavéh 47.1% in 1999.

SG&A expenses decreased 7% in 2000 as compared 98th As a percentage of sales, SG&A decreaseu Iih5% in 1999 to 15.8% in
2000, reflecting the benefits of cost-control @iitves and the continued successful integratigh@imation business acquired in December
1998. R&D expenses increased 5% in 2000 as compédted 999. As a percentage of sales, R&D increatigtitly from 6.1% in 1999 to
6.2% in 2000.

Earnings from operations increased $35 million7%r, from $483 million in 1999 to $518 million in @0, which is attributable to increased
sales, a consistent gross profit margin percentage-over-year, and a decrease in SG&A expensashwiore than offset the increase in
R&D spending. Net earnings increased $32 milliarl @, from $324 million in 1999 to $356 million 2000.

COMMERCIAL IMAGING

Net worldwide sales for the Commercial Imaging seghwere $1,417 million for 2000 as compared witid$9 million for 1999
representing a decrease of $62 million, or 4% psrted, or 1% excluding the negative impact of exde. Net sales in the U.S. were $715
million for 2000 as compared with $741 million 6899, representing a decrease of $26 million, or Mé4 sales outside the U.S. were $702
million for 2000 as compared with $738 million ft899, representing a decrease of $36 million, o@S%eported, or flat sales excluding the
negative impact of exchange.

Net worldwide sales in the Company's digital imag@guipment and services product groups decre&édd 2000 as compared with 19¢
The decrease in sales was primarily attributabbke decrease in revenues in the traditional equiprugeth media product groups, reflecting
lower volumes.

Net worldwide sales in the Company's commercial@mernment product groups increased 26% in 20@@empared with 1999. Tt
increase in sales was principally due to increasednues under its government contracts.

Net worldwide sales for wi-format inkjet products increased 63% in 2000 asmared with 1999, as the Company continued itgtsfto
improve its position in this market.

Net worldwide sales of graphic arts products to Kd&@reased 23% in 2000 as compared with 1999. dléitheases in sales of all prod
groups sold to KPG, including film, equipment, pajlgital media and chemicals, the largest contdbto this decline in sales was graphics
film, which decreased 30%. The decrease in salE$® is attributable to KPG's ongoing inventorybadancing efforts, which is part of an
overall process improvement program within thetjeienture. The joint venture has begun to realimeesof the benefits from the capacity
consolidation, workforce reductions, infrastructtealignment, and other process improvements staddier in 2000. The Company is the
exclusive provider of graphic arts products to Kl



Net worldwide sales of products to NexPress wexkifl 2000 as compared with 1999, and immateri#héocCompany

The gross profit margin for the Commercial Imaggegment was 33.4% in 2000 as compared with 35.0P898. The 1.6 percentage point
decrease in gross margin is primarily attributabliower selling prices and adverse currency movése

SG&A expenses increased 5% in 2000 as comparedl®8fB. As a percentage of sales, SG&A increased Irb.4% in 1999 to 12.4% in
2000. R&D expenses decreased 31% in 2000 as cothpétte 1999. As a percentage of sales, R&D deckf&een 5.9% in 1999 to 4.3% in
2000.

Earnings from operations decreased $24 millior§%y from $257 million in 1999 to $233 million in @0, which is attributable to the slight
decrease in the gross profit margin percentagearidcrease in SG&A expenses in 2000 as compardd®D9, as described above. Net
earnings decreased $88 million, or 49%, from $17Bam in 1999 to $90 million in 2000. The decreasaet earnings is primarily
attributable to lower earnings from operations tr@lCompany's equity in the losses of KPG and Nesgor

ALL OTHER

Net worldwide sales for All Other were $126 millifor 2000 as compared with $186 million for 199)nesenting a decrease of $60 milli
or 32% as reported, or 31% excluding the negathact from exchange. Net sales in the U.S. werendi®n for 2000 as compared with
$113 million for 1999, representing a decreasedsf fillion, or 40%, while net sales outside the W&re $58 million for 2000 as compared
with $73 million for 1999, representing a decreak®15 million, or 21% as reported, or 18% exclydihe negative impact of exchange.

The decrease in worldwide net sales was primatitibatable to a decrease in revenues due to thestthent of the Eastman Software
business in 2000, the sale of the Company's Offfiagying business in 1999 and a decrease in thesakmi-finished equipment and
products to third parties, which was partially effby an increase in optics revenues.

Earnings from operations increased $98 million frioss of $109 million in 1999 to a loss of $11liom in 2000. The decrease in the loss
from 1999 to 2000 is primarily attributable to awetion in operating losses from the Eastman Soéwad the Office Imaging businesses
to the sale of these businesses in 2000 and 1898ectively



RESTRUCTURING COSTS AND OTHER

The following table summarizes the activity witlspect to the restructuring charges and reversatsded in 2001, 2000 and 1999 and the
remaining balance in the related restructuring assikt impairment reserves at December 31, 2001:

(in millions)
Long -term  Exit
Severance Inventory Ass ets Costs
Number of
Employees Reserve Reserve Re serve Reserve Total
1999 charges 3,400 $250 $- $ 90 $10 $350
1999 utilization (400) (21) (90) - (111)
Ending balance at
December 31, 1999 3,000 229 - - 10 239
2000 reversal (500) (44) - - - (49
2000 utilization  (2,500) (185) (10) (195)
Ending balance at
December 31, 2000 - - - - -
2001 charges 7,200 351 84 215 48 698
2001 reversal (275) (20) - - - (20)
2001 utilization  (2,700) (56) (84) ( 215) (5) (360)
Ending balance at
December 31,2001 4,225 $275 $- $ - $43 $318

2001 Restructuring Programs and Other

During 2001, the Company recorded a total chargégdwo separate restructuring programs, the éifsvhich was implemented in the
second and third quarters of 2001 and the secomdhich was implemented in the fourth quarter of B0ff $698 million, primarily for the
rationalization of the U.S. photofinishing operasothe elimination of excess manufacturing capattie exit of certain operations and
reductions in research and development positiodssating, general and administrative positionsldwide. The total restructuring amount
of $698 million was comprised of charges for semeea long-term assets, inventory, and exit cos®36f. million, $215 million, $84 million,
and $48 million, respectively. Additionally, duri@®01, the Company recorded asset impairmentsmglet the Wolf Camera bankruptcy, its
photofinishing operations, relocation costs in axtion with a closed manufacturing site and investts in strategic and non-strategic
ventures (See Note 6) of $77 million, $42 milli®L8 million and $15 million, respectivel




Approximately $351 million of the charges of $698lion was for employee severance covering 7,200 dvade positions. The geographic
breakdown includes approximately 4,300 employedkerl).S. and Canada and 2,900 throughout th@fésé world. The 7,200 personnel
were associated with the realignment of manufaeguf2,450), service and photofinishing operatidn9%0), R&D (425) and administrative
(2,375) functions in various locations of the Comga worldwide operations. Approximately 2,700 piosis were eliminated by the end of
2001, with the majority of the remaining positidnsbe eliminated during the early part of 2002tHa fourth quarter of 2001, the Company
reversed $20 million of the second quarter severaharge as certain severance actions, primartlyarEuropean, African and Middle
Eastern Region (EAMER) and Japan, will be completeal total cost less than originally estimatedsThthe result of a lower actual
severance cost per employee as compared with itfieadramounts estimated. In addition, approximag5 (150 service and photofinishit
100 administrative and 25 R&D) fewer employees ballseparated. The original severance accrualsf #8llion and the $20 million
reversal were included in restructuring costs aherm

The Company included $119 million of the $698 milliprovision in cost of goods sold, representing@# million inventory write-down
associated with product line discontinuances ardrlion related to accelerated depreciation csesspresently used in operations which
were disposed of during the latter part of 200Witirbe disposed of through abandonment withinftrst three months of 2002.

Also included in restructuring costs and other weriée-offs and costs associated with the Compaewitsfrom non-strategic operations and
investments, consisting of $180 million for the teroff of capital assets, goodwill and investmeats] $48 million for exit costs. The exit
costs consist principally of lease termination exg@s, shutdown costs and vendor penalty paymehish\wwave been accrued on an
undiscounted basis.

Restructuring actions related to the Photograpteglth and Commercial segments amounted to $36mmik43 million and $21 million,
respectively. The remaining $254 million were fotians associated with the manufacturing, reseanchdevelopment, and selling and
administrative functions shared across all the ssgm

The Company realized savings of approximately $8Bom from these programs in 2001. Total saving2002 are estimated to be $450
million from these programs. The net cash coshe$é¢ programs will be recovered by the end of 2802ctions under these programs will
be completed by the end of 2002.

In 2001, the Company recorded a $77 million chagmciated with the bankruptcy of the Wolf Cameara tonsumer retail business. This
amount is reflected in restructuring costs and o



During 2001, the Company recorded a $42 milliorrgbaepresenting the write-off of certain leasédues, receivables and capital assets
resulting primarily from technology changes in transition from optical to digital photofinishingjeipment within the Company's onsite
photofinishing operations. The charges for thedeaasiduals and capital assets totaling $19 miliave been included in cost of goods sold.
The remaining $23 million has been included inrtegtiring costs and other.

1999 Program

During the third quarter of 1999, the Company rdedra restructuring charge of $350 million relatiogvorldwide manufacturing and
photofinishing consolidation and reductions iniggll general and administrative positions worldwillpproximately $250 million of the
$350 million restructuring charge was for severacmeering 3,400 worldwide positions. The geografiiteEakdown included approximately
1,475 employees in the U.S. and Canada and 1,9@5ghout the rest of the world. These reductionsevessociated with the realignment of
manufacturing (1,500) and service and photofinigliperations (870), and the consolidation of satesmarketing (460), R&D (70) and
administrative (500) functions in various locatiaighe Company's worldwide operations.

In the second quarter of 2000, the Company reveapptbximately $44 million of severance-relatedtsasiginally recorded as part of this
program. The reversal was the result of two factdrieh occurred during the second quarter. Fiestiagn manufacturing operations origing
planned to be outsourced were retained, as cosffiberh arrangements for the Company could notdaehed. Second, severance actions in
Japan and Europe were completed at a cost lesstlgamally estimated. Consequently, approximat& (450 manufacturing and 50
administrative) fewer employees were separated.ofigenal $350 million charge in 1999 and the $44liom reversal are included in
restructuring costs and other. Aside from the astidescribed above, all other projects includetiimprogram were effectively completed by
December 31, 2000. A total of 2,900 employees werrainated under this program in 2000 and 1999.

Also included in restructuring costs and other%8®@ million for asset write-downs and $10 millia@r §hutdown costs. These charges are
primarily for vacant buildings to be sold, equiprhenbe shut down and other costs related to thregamy's sale and exit of its EImgrove
manufacturing facility.

Restructuring actions related to the Photograplealth and Commercial segments amounted to $10®miB11 million and $6 million,
respectively. The remaining $227 million were fotians associated with the manufacturing, reseanchdevelopment, and selling and
administrative functions shared across all the ssgm

The Company realized approximate savings assocmtadhis program of $90 million in 2000, and atdaional $50 million of savings in
2001, resulting in a total annual run rate savioig140 million. The net cash cost of this prognaas recovered in two yeal



Other Cost Reductions

In addition to the charges discussed above, thep@agnincurred charges of approximately $18 milli$sQ million and $11 million in 2001,
2000 and 1999, respectively, for the accelerat@detéation of certain assets which remained inwmi the Company sold its EImgrove
manufacturing facility in the second quarter, agldted relocation costs. These charges were indlundeost of goods sold. The sale of this
facility did not result in a material gain or Iassthe Company.

OUTLOOK

The Company expects 2002 to be another difficldnemic year, with full year revenues level with 2G6hd some earnings improvement in
the second half of 2002. We do not expect to sgeeal upturn in the economy until 2003, with ayvgradual return to consumer spending
habits and behavior that will positively affect dwrsiness growth. The Company will continue to takiéons to minimize the financial impe
of this slowdown. These actions include effortbétter manage production and inventory levels addce capital spending, while at the
same time reducing discretionary spending to furttedd down costs. The Company will also compléteitnplementation of the
restructuring programs announced in 2001 to makegierations more cost competitive and improve maygarticularly in its health imagi
and consumer digital camera businesses.

During 2000, the Company completed an ongoing ogof real estate divestitures and portfolio rai@ation that contributed to other
income (charges) reaching an annual average of 81l00n over the past three years. Now that thisgpam is largely complete, the other
income (charges) category is expected to run imégative $50 million to negative $100 million rerannually.

The Company expects its effective tax rate to aygprate 29% in 2002. The lower rate is attributabléavorable tax benefits from the
elimination of goodwill amortization and expectedrieased earnings from operations in certain Idaseed jurisdictions outside the U.S.

From a liquidity and capital resource perspectikie,Company expects to generate $6 billion in ¢ashafter dividends during the next six
years, with approximately $400 million of this bgiachieved in 2002. This will enable the Compangntintain its dividend, pay down de
and make acquisitions that promote profitable ghovitash flow is defined as net cash flows (afteidginds), excluding the impacts from d
and transactions in the Company's own equity, siscstock repurchases and the proceeds from theigxef stock option



THE EURO

The Treaty on European Union provided that an eeaci@and monetary union (EMU) be established in parvhereby a single European
currency, the Euro, replaces the currencies ofgiating member states. The Euro was introducedamuary 1, 1999, at which time the
value of participating member state currencies wasocably fixed against the Euro and the Europ@arrency Unit (ECU) was replaced at
the rate of one Euro to one ECU. For the three-traasitional period ending December 31, 2001 nidwgonal currencies of member states
continued to circulate, but as sub-units of theoEttew public debt was issued in Euros and exidelgt was redenominated into Euros. At
the end of the transitional period, Euro banknates coins were issued, and the national currenéittsee member states will cease to be legal
tender no later than June 30, 2002. The countiggsaidopted the Euro on January 1, 1999 were Augslgium, Finland, France, Germany,
Ireland, Italy, Luxembourg, The Netherlands, Paatugnd Spain. Greece was part of the transititve. Tompany has operations in all of
these countries.

As a result of the Euro conversion, it is possthi selling prices of the Company's products amdises will experience downward pressure,
as current price variations among countries areged due to easy comparability of Euro prices accosintries. Prices will tend to
harmonize, although value added taxes and traragfmortcosts will still justify price differential®ddoption of the Euro will probably
accelerate existing market and pricing trends diclg pan-European buying and general price erosion.

On the other hand, currency exchange and hedgistg @all be reduced; lower prices and pan-Eurogmanng will benefit the Company in
its purchasing endeavors; the number of banks appliers needed will be reduced; there will be ksation in payment terms; and it will
be easier for the Company to expand into new miagkehannels such as mail order and Internet miadket

The Company made changes in areas such as marketingricing, purchasing, contracts, payroll, taxesh management and treasury
operations. Under the "no compulsion no prohibltiaries, billing systems were modified so that @@mpany is able to show total gross,
value added tax, and net in Euros on national oayrévoices. This enables customers to pay im#ve Euro currency if they wish to do so.
Countries that have installed ERP/SAP softwareoimection with the Company's enterprise resouraerphg project are able to invoice and
receive payments in Euros as well as in other agres. Systems for pricing, payroll and expensmlpersements continued to use national
currencies until year-end 2001. The functional encies in the affected countries were the nationakncies until May 2001 (except
Germany and Austria (October 2001)), when they ghdrio the Euro. Systems changes for countrieem&AP (Finland and Greece) were
implemented in 2001.



LIQUIDITY AND CAPITAL RESOURCES
2001

Net cash provided by operating activities in 20G582,065 million, as net earnings of $76 milliadjusted for depreciation ai
amortization, and restructuring costs, asset impants and other charges provided $1,825 millicopafrating cash. Also contributing to
operating cash was a decrease in receivables @fi®ilbon and a decrease in inventories of $461iaml This was partially offset by
decreases in liabilities, excluding borrowings$629 million related primarily to severance paynsdot restructuring programs and
reductions in accounts payable and accrued besusfis. Net cash used in investing activities 0047 ,million in 2001 was utilized primarily
for capital expenditures of $743 million and busmacquisitions of $306 million. Net cash usednaricing activities of $808 million in 20(
was primarily the result of stock repurchases awidlend payments as discussed below.

The Company declared cash dividends per sharetdfi.each of the first three quarters and $.8&énfourth quarter of 2001. Total cash
dividends of $643 million were paid in 2001. In Gwer 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 firsinkess day of the preceding month. These paymeas datrve to better align the dividend
disbursements with the seasonal cash flow pattetimedousiness, which is more concentrated in ¢#oersd half of the year. This action
resulted in the Company making five dividend paytaém 2001.

Net working capital, excluding sh-term borrowings, decreased to $863 million fromd82 million at year-end 2000. This decrease is
mainly attributable to lower receivable and inveptbalances, as discussed above.

Capital additions, excluding equipment purchaseddase, were $680 million in 2001, with the majoof the spending supporting new
products, manufacturing productivity and qualitypimvements, infrastructure improvements, ongoingrenmental and safety initiatives,
and renovations due to relocations associatednegitiucturing actions taken in 1999. In 2002, tkenfany expects to reduce its capital
spending, excluding acquisitions and equipmenthmsed for lease, to a range of $550 million to $&@d0on. Capital additions by segment
are included in Note 21.

Under the $2 hillion stock repurchase program anned on April 15, 1999, the Company repurchased$ilibn of its shares in 2001. As
March 2, 2001, the Company suspended the stockalepse program in a move designed to accelerateefflction and increase financial
flexibility. At the time of the suspension of theogram, the Company had repurchased approximate§/tsillion of its shares under this
program.



The Company anticipates the net cash cost of 8teuauring charge recorded in 2001 to be approwely&182 million after tax, which will
be recovered through cost savings in less tharyeaes. A majority of the severanoelated actions associated with this charge arectzg
be completed in the early part of 2002.

The Company currently expects to fund expenditioesapital requirements, dividend payments andiditfy needs from cash generated fi
operations. Cash balances and financing arrangsmélihbe used to bridge timing differences betwegpenditures and cash generated from
operations. The Company has $2.45 billion in revg\credit facilities established in 2001, whicle available to support the Company's
commercial paper program and for general corpgratposes. The credit agreements are comprise@®4-alay commitment at $1.225

billion expiring in July 2002 and a 5-year commitrhat $1.225 billion expiring in July 2006. If urads they have a commitment fee of $3
million per year, at the Company's current crediing. Interest on amounts borrowed under theskties is calculated at rates based on
spreads above certain reference rates and the @gtamaedit rating.

At December 31, 2001, the Company had $1.1 billmcommercial paper outstanding, with a weighteerage interest rate of 3.6%. In

addition, the Company had short-term borrowingsjuekng the current portion of long-term debt, @38 million with a weighted average
interest rate of 6.2%.

During the second quarter of 2001, the Companyessed its medium-term note program from $1.0 biltm$2.2 billion for issuance of debt
securities due nine months or more from date ofeisét December 31, 2001, the Company had debtitieswutstanding of $850 million
under this medium-term note program, with $150ioillof this balance due within one year. The Comydzas $1.35 billion available under

its medium-term note program for the issuance of netes. Total long-term debt at December 31, 20@1uding these amounts was as
follows:

Description and Interest Maturity Dates

Rates of 2001 Borrowings of 2001 Borrowings 2 001 2000
Notes:

3.74% 2003 $ 10 $ -
6.38% - 8.25% 2002 - 2006 959 473
9.20% - 9.95% 2003 - 2021 191 191
Debentures:

1.11% - 3.16% 2003 - 2004 42 61
Other:

2.42% 2004 190

5.94% - 6.66% 2002 - 2010 430 591

$1, 822 $1,316



During the fourth quarter of 2001, the Company&iitrratings were lowered by Standard & Poor'soddy's to A- and A3 for long-term
debt and A2 and P2 for short-term debt, respegtiviHese actions were due to lower earnings asultref the economic slowdown, industry
factors and other world events. The lower credihgs caused the Company to experience slightlzdrignterest rates, although the relative
cost of borrowing was very low on a comparativeidas

The Company is in compliance with all covenantstbier requirements set forth in its credit agreesienindentures. Further, the Company
does not have any rating downgrade triggers thaldvaccelerate the maturity dates of its debt, withexception of a $110 million note due
in 2003 that can be accelerated if the Compantitsgréalls below BBB. However, further downgradaglie Company's credit rating or
disruptions in the capital markets could advergmlyact borrowing costs and the nature of its fugdifternatives. The Company has acce
$2.45 billion in bank revolving credit facilities tneet unanticipated funding needs should it bessary.

The Company guarantees debt and other obligatioderiagreements with certain affiliated companies@istomers. At December 31, 2C
these guarantees totaled approximately $277 milligithin the total amount of $277 million, the Coamy is guaranteeing debt in the amc

of $175 million for Kodak Polychrome Graphics, arcansolidated affiliate in which the Company h&®8#b ownership interest. The balance
of the amount is principally comprised of otherr@uarantees and guarantees of customer amounts Haaks in connection with various
banks' financing of customers' purchase of equipraed products from Kodak. These guarantees wagjdire payment from Kodak only in
the event of default on payment by the respectalsal. Management believes the likelihood is rentiode material payments will be requi
under these guarantees.

In connection with the formation of the SK Displ@grporation with SANYO Electric Co., Ltd., the Coany will contribute approximately
$119 million, comprised of $19 million in cash a0 million in loan guarantees during 2002 and32



Qualex, a wholly-owned subsidiary of Kodak, ha®&5ownership interest in Express Stop Financing=jE®hich is a joint venture
partnership between Qualex and Dana Credit CorparédCC), a wholly-owned subsidiary of Dana Comtarn. Qualex accounts for its
investment in ESF under the equity method of actingnESF provides a longgrm financing solution to Qualex's photofinishitgstomers i
connection with Qualex's leasing of photofinishetggiipment to third parties, as opposed to Qualéeneting long-term credit. As part of the
operations of its photofinishing business, Quakdisequipment under a sales-type lease arrangeandniecords a long-term receivable.
These long-term receivables are subsequently sdibF without recourse to Qualex. ESF incurs largitdebt to finance a portion of the
purchase of the receivables from Qualex. This debtollateralized solely by the lonterm receivables purchased from Qualex and, ity by
a $60 million guarantee from DCC. Qualex providegynarantee or collateral to ESF's creditors imeetion with the debt, and ESF's debt is
non-recourse to Qualex. Qualex's only continuedlirament in connection with the sale of the longri@eceivables is the servicing of the
related equipment under the leases. Qualex hamuaedtrevenue streams in connection with this eqgaift through future sales of
photofinishing consumables, including paper andribals, and maintenance.

Qualex has risk with respect to the ESF arrangem®ittrelates to its continued ability to procspare parts from the primary photofinishing
equipment vendor to fulfill its servicing obligatis under the leases. The primary photofinishindmunent vendor is currently experiencing
financial difficulty, which raises concern about&ex's ability to procure the required service gatithough the lessees' requirement to pay
ESF under the lease agreements is not contingent @nalex's fulfilment of its servicing obligatismnder the leases, under the agreement
with ESF, Qualex would be responsible for any deficy in the amount of rent not paid to ESF assaltef any lessee's claim regarding
maintenance or supply services not provided by @ua@uch lease payments would be made in accorddtiténe original lease terms,
which generally extend over 5 to 7 years. ESF'stantling lease receivable amount was approxim&&1® million at December 31, 2001.
To mitigate the risk of not being able to fulfitsiservice obligations, Qualex has built up iteimeory of these spare parts and has begun
refurbishing used parts. Additionally, Qualex hateead into spare parts escrow agreements undehwilis of materials, parts drawings,
intellectual property and other information neceg$a manufacture the parts were put into escraargements. In the event that the primary
photofinishing equipment vendor were unable to Suie necessary parts to Qualex, Qualex would gagess to the information in the
escrow arrangements to either manufacture or haraufactured the parts necessary to fulfill its s@ng obligations. Management is
currently negotiating alternatives with the phatifhing equipment vendor to further mitigate the\abrisks.



In December 2001, Standard & Poor's downgradedrtwgit ratings of Dana Corporation to BB for loregrh debt and B for short-term debt,
which are below investment grade. This action eeat Guarantor Termination Event under the ReckigsdPurchase Agreement (RPA) that
ESF has with its banks under the RPA. To cure thar@htor Termination Event, in January 2002, ES$tqub$60 million of additional
collateral in the form of cash and long-term lessmivables. At that time, if Dana Corporation weogvngraded to below BB by Standard &
Poor's or below Ba2 by Moody's, that action wowddstitute a Termination Event under the RPA and ®8#&ld be forced to renegotiate its
debt arrangements with the banks. On February@2,2Moody's downgraded Dana Corporation to a Bagitrating, thus creating a
Termination Event.

Under the Termination Event, the banks can redu8E to put up an additional 6% collateral againstdebt (on a debt balance of
approximately $405 million at the time of filingetannual report, the additional collateral wouldabproximately $24 million), the interest
rate on the debt could be increased 2 percentagespand Qualex could be precluded from selling aeny receivables to ESF until the
Termination Event has been waived by the banks. &S not currently have the ability to put updhlditional collateral and, therefore, ESF
would require additional capital infusions by DC@laQualex. If DCC and/or Qualex do not provide dldditional capital funding to ESF, the
banks could accelerate the debt and force ESkualhte its long-term lease receivables to senieaedebt. Management believes that it is
unlikely that the banks would accelerate the dahd, force ESF to sell the receivables to a thintyta generate cash to satisfy the debt, due
to the high-quality nature of the underlying lomgrh receivable portfolio. Furthermore, under tluisrario, the banks would not have any
recourse against Qualex; rather, the impact oneguabuld be limited to the need to find an alteiwesource of financing for future
photofinishing equipment placements. Additionallpder this scenario, it is not expected that theratons of the customers who are leasing
the equipment under these long-term lease arrangem®uld be affected such that Qualex's revemeaurst for future sales of photofinishing
consumables would be jeopardized. ESF is beginméggtiations with the banks to resolve the TerndmaEvent.

The current RPA arrangement expires on July 232 280which time the RPA can be extended or tertathdf the RPA is terminated,
Qualex will no longer be able to sell its leaseereables to ESF and will need to find an alterrafimancing solution for future sales of its
photofinishing equipment. Under the partnershigeagrent between Qualex and DCC, subject to certaiditons, ESF has exclusivity rigt
to purchase Qualex's long-term lease receivablestdrm of the partnership agreement continuesitiir@ctober 6, 2003. In light of the
Termination Event referred to above and the tinghthe partnership termination, Qualex is currestinsidering alternative financing
solutions for prospective leasing activity with ésstomers.

At December 31, 2001, the Company had outstandittgrs of credit totaling $42 million and suretynds in the amount of $94 million to
ensure the completion of environmental remediatann payment of possible casualty and workers' emsgtion claims. See Note 10 for
other commitments of the Compal



2000

Net cash provided by operating activities in 20@3W982 million, as net earnings of $1,407 milliadjusted for depreciation a
amortization, provided $2,296 million of operaticash. This was partially offset by increases irneaables of $247 million, largely due to 1
timing of sales late in the fourth quarter; ince=am inventories of $282 million, reflecting lowtaian expected sales performance in the
second half of the year, particularly for consufilers, paper and digital cameras; and decreaskahitities, excluding borrowings, of $755
million related primarily to severance paymentsristructuring programs and reductions in accopaysble and accrued benefit costs. Net
cash used in investing activities of $783 millior2000 was utilized primarily for capital expendés of $945 million and business
acquisitions of $130 million, partially offset byqeeeds of $277 million from sales of businessekamsets. Net cash used in financing
activities of $314 million in 2000 was the resuiistock repurchases and dividend payments, lafgelged by net increases in borrowings of
$1,313 million.

Cash dividends per share of $1.76, payable quartedre declared in 2000. Total cash dividendsppreaximately $545 million were paid in
2000.

Net working capital, excluding sh-term borrowings and the current portion of long¥talebt, increased to $1,482 million from $838 il
at yearend 1999. This increase is mainly attributableotedr payable levels and higher receivable and itorgrbalances, as discussed abi

Capital additions were $945 million in 2000, wittetmajority of the spending supporting manufactyproductivity and quality
improvements, new products including e-commerdgaiiies, digital photofinishing and digital camsrand ongoing environmental and
safety initiatives.

Under the $2 hillion stock repurchase program anned on April 15, 1999, the Company repurchase@ &illion shares for $1,099 million
in 2000. On December 7, 2000, Kodak's board ofctirs authorized the repurchase of up to an additi2 billion of the Company's stock
over the next 4 years.

1999

Net cash provided by operating activities in 193%wW1,933 million, as net earnings of $1,392 milliadjusted for depreciation a
amortization, and restructuring, asset impairmeanig, other charges provided $2,763 million of ofilegacash. This was partially offset by
decreases in liabilities, excluding borrowings$d4¥8 million relating primarily to severance payrseior restructuring programs, and other
changes in working capital. Net cash used in inngsictivities of $685 million in 1999 was utilizedimarily for capital expenditures of
$1,127 million, offset by proceeds of $422 millivam sales of assets and businesses. Net caslinufseancing activities of $1,327 million
in 1999 was the result of stock repurchases andatid payments, partially offset by net increasdsarrowings of $89 million



Cash dividends per share of $1.76, payable quartedre declared in 1999. Total cash dividendsppreximately $563 million were paid in
1999.

Net working capital, excluding sh-term borrowings and the current portion of longrtalebt, decreased to $838 million from $939 millio
at year-end 1998. This decrease is primarily attable to lower cash balances at December 31, 1999.

Capital additions were $1,127 million in 1999, witle majority of the spending relating to the Comyps China manufacturing operations,
productivity improvements and ongoing environmeatad safety spending.

Under its stock repurchase programs, the Companycbased $925 million of its shares in 1999. Dgitime second quarter of 1999, the
Company completed stock repurchases under its $2®%lion authorization. That program, initiatedMay 1996, resulted in 26.8 million
shares being repurchased. Under the $2 billionrarogannounced on April 15, 1999, the Company rdmaged an additional 9.8 million
shares for $656 million in 1999. Completion of $billion stock repurchase program will be fundgdavailable cash reserves and cash
from operations.

On April 14, 1999, the Company announced a sefigoddwide environmental goals to provide for gexareductions in emissions, waste
generated, water usage and energy consumptiorerpati®n of natural resources and improvementiédompany's environmental
management system. These goals will result in Spgngdrimarily capital in nature, of approximatéig00 million over the next five years.

The net cash cost of the restructuring charge decbim the third quarter of 1999 was approxima#dlg0 million after tax, which was
recovered through cost savings in less than twesy&everance-related actions associated witlthizisgge were completed by the end of the
third quarter of 2000. See Note 14.



NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standardsr8¢9FASB or the Board) issued Statement of Firegtcounting Standards (SFAS) I
141, "Business Combinations," and SFAS No. 142 digdll and Other Intangible Assets," collectiveferred to as the "Standards," which
are effective for the Company as of January 1, 2682ept as noted below. SFAS No. 141 supercedesuiting Principles Board Opinion
(APB) No. 16, "Business Combinations." The prowisi@f SFAS No. 141 (1) require that the purchasthateof accounting be used for all
business combinations initiated after June 30, 2@1provide specific criteria for the initial regnition and measurement of intangible assets
apart from goodwill, and (3) require that unamatinegative goodwill be written off immediatelyasextraordinary gain instead of being
deferred and amortized. SFAS No. 141 also reqtiirats upon adoption of SFAS No. 142, the Companlassify the carrying amounts of
certain intangible assets into or out of goodviadlsed on certain criteria. SFAS No. 142 supercA@&No. 17, "Intangible Assets," and is
effective for fiscal years beginning after Decemb®y2001. SFAS No. 142 primarily addresses thewating for goodwill and intangible
assets subsequent to their initial recognition. piterisions of SFAS No. 142 (1) prohibit the ammation of goodwill and indefinite-lived
intangible assets, (2) require that goodwill ardkfinite-lived intangible assets be tested annifallympairment (and in interim periods if
certain events occur indicating that the carryiatyg of goodwill and/or indefinite-lived intangibdssets may be impaired), (3) require that
reporting units be identified for the purpose ofessing potential future impairments of goodwitid ¢4) remove the forty-year limitation on
the amortization period of intangible assets tlaatetfinite lives.

The Company will adopt the provisions of SFAS Né2 1n its first quarter ended March 31, 2002. Tlen@any is in the process of prepal
for its adoption of SFAS No. 142 and is making deéerminations as to its reporting units and thewnts of goodwill, intangible assets, of
assets, and liabilities allocated to those repgntinits. The Company will no longer record annumbgization relating to its existing goodw
($154 million for 2002, $131 million after tax). @ Company is evaluating the useful lives assignettintangible assets and does not
anticipate any material changes to such usefusl



SFAS No. 142 requires that goodwill be tested aliyémr impairment using a two-step process. Thstfstep of the goodwill impairment test
is to test for a potential impairment. The secaep ®f the goodwill impairment test is to measiwe amount of the impairment loss. The
Company expects to complete steps one and tweeafdbdwill impairment test during the first quardé2002. Any impairment loss resulti
from the transitional impairment tests will be esfled as the cumulative effect of a change in atowy principle in the first quarter of 2002.
The Company does not believe that the resultseselimpairment tests will have a material impacthenCompany's consolidated financial
statements.

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Long-LivAdsets." SFAS No. 144
addresses financial accounting and reporting feiirtipairment or disposal of long- lived assetsedbld and used, to be disposed of other
than by sale and to be disposed of by sale. Althdhg Statement retains certain of the provisidrSFAS No. 121, "Accounting for the
Impairment of Long- Lived Assets and for Long-LivAdsets to Be Disposed Of," it supercedes SFASLRdb.and APB Opinion No. 30,
"Reporting the Results of Operations

- Reporting the Effects of Disposal of a Segmerd Business, and Extraordinary, Unusual and Infatjy Occurring Events and
Transactions," for the disposal of a segment afsiness. SFAS No. 144 also amends Accounting Res@&ailetin (ARB) No. 51,
"Consolidated Financial Statements," to eliminhgexception to consolidation for a subsidiaryvtich control is likely to be temporary.
The Statement is effective for financial statemésgased for fiscal years beginning after Decem3 2001 and interim periods within those
fiscal years, and will thus be adopted by the Camgpas required, on January 1, 2002. The adopfi@+AS No. 144 is not expected to have
a material impact on the Company's consolidateahfiral statements.

The Emerging Issues Task Force (EITF) has issugf Eisue No. 01-09, "Accounting for Considerationegh by a Vendor to a Customer
(Including a Reseller of the Vendor's Productshe EITF provides guidance with respect to the statd of earnings classification of and
accounting for recognition and measurement of ctaration given by a vendor to a customer, whickuithes sales incentive offers labeled as
discounts, coupons, rebates and free productavices as well as arrangements labeled as sldi#gy cooperative advertising and
buydowns. The guidance with respect to the appatgpstatement of earnings classification of thesiciration given by a vendor to a
customer is effective for annual and interim pesibéginning after December 15, 2001. Upon adoptinancial statements for prior periods
presented for comparative purposes should be sfidakto comply with the requirements under th& el

The guidance with respect to the accounting foogeaiion and measurement of consideration givea ligndor to a customer is effective for
annual and interim periods beginning after DecemBeR001. The impact on the statement of earniegiglting from the adoption of the
EITF should be reported as a cumulative effectafange in accounting principle or applied prospebt to new sales incentives offered on
or after the effective date. The impact of the gaice under EITF (-09 onthe Company's financial statements has not yet Betstmined




OTHER

Cash expenditures for pollution prevention and esastatment for the Company's current manufactueniities were as follows:

2001 200 0 1999
(in millions)

Recurring costs for

pollution prevention and waste

treatment $68 $7 2 $69
Capital expenditures for pollution

prevention and waste

treatment 27 3 6 20
Site remediation costs 2 3 5
Total $97 311 1 $94

At December 31, 2001 and 2000, the Company's ungliged accrued liabilities for environmental renagidn costs amounted to $162
million and $113 million, respectively. These amtsuare reported in other long-term liabilities.

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 thisglam, the Company has completed the RCRA Fadilisessment (RFA), a broad-based
environmental investigation of the site. The Comypigrcurrently in the process of completing, andame cases has completed, RCRA
Facility Investigations (RFIs) and Corrective Me@suStudies (CMS) for areas at the site. At Decer@be2001, estimated future

remediation costs of $70 million are accrued omadiscounted basis by the Company and are includét® environmental accruals repor
in other long- term liabilities.

Additionally, the Company has retained certain gudiions for environmental remediation and Superfwadters related to certain sites
associated with the non-imaging health businessldsrs 1994. In addition, the Company has beentitled as a potentially responsible party
(PRP) in connection with the non-imaging healthiesses in five active Superfund sites. At Decen3lie2001, estimated future

remediation costs of $51 million are accrued omgiscounted basis by the Company and are includée environmental accruals repor
in other lon-term liabilities.



The Company recorded a $41 million charge in thetfoquarter of 2001 for additional environmentserves. This amount has been
included in selling, general and administrativeenges. Approximately $34 million has been proviftedwo former manufacturing sites
located outside the United States. Investigatioaseveompleted by an external environmental constitethe fourth quarter of 2001, which
facilitated the completion of cost estimates fa thture remediation and monitoring of these sitesddition, the accrual incorporates the
Company's estimate of its cost to repurchase otteedsites and demolish the buildings in prepandiio its possible conversion to a public
park. The establishment of these accruals is camisith Kodak's policy to record accruals for gommental remediation obligations
generally no later than the completion of feasipitudies. The additional $7 million recorded dgrthe fourth quarter 2001 represents the
estimated increased costs associated with theesitediation of the non-imaging health businessksisd 994 discussed above ($4 million)
and increases in estimated costs ($3 million) aaset with the remediation of other facilities wiiare not material to the Company's
financial position, results of operations, cashwvBomor competitive position. These aforementionedrenmental accruals have been
established on an undiscounted basis.

Cash expenditures for the aforementioned remediatial monitoring activities are expected to beliremiover the next thirty years for each
site. The accrual reflects the Company's cost eséiraf the amount it will incur under the agreedwpr proposed work plans. The
Company's cost estimate is based upon existingi¢éady and has not been reduced by possible reiesvieom third parties. The Company's
estimate includes equipment and operating costefoediation and long- term monitoring of the sites

A Consent Decree was signed in 1994 in settlemieatcovil complaint brought by the U.S. EnvironmainProtection Agency and the U.S.
Department of Justice under which the Companyligestito a Compliance Schedule by which the Comppaapyoved its waste
characterization procedures, upgraded one ofcéiaénators, and is evaluating and upgrading itsstihl sewer system. The total
expenditures required to complete this prograntareently estimated to be approximately $24 millarer the next nine years. These
expenditures are primarily capital in nature ahdyéfore, are not included in the environmentat@acat December 31, 2001.

The Company is presently designated as a PRP timel€@omprehensive Environmental Response, Compensand Liability Act of 1980,

as amended (The Superfund law), or under simitde $aws, for environmental assessment and cleemstp as the result of the Company's
alleged arrangements for disposal of hazardougautes at six active Superfund sites. With resppeeach of these sites, the Company's
actual or potential allocated share of responsjtisi small. Furthermore, numerous other PRPs hisebeen designated at these sites and,
although the law imposes joint and several liapiih PRPs, the Company's historical experience dstrates that these costs are shared with
other PRPs. Settlements and costs paid by the Gomp&uperfund matters to date have not been rahtButure costs are also not expected
to be material to the Company's financial positiomesults of operation



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 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 purstaiiis Act have not been issued.

Uncertainties associated with environmental rentegdiacontingencies are pervasive and often resultidle ranges of reasonably possible
outcomes. Estimates developed in the early staigesrediation can vary significantly. A finite estate of cost does not normally become
fixed and determinable at a specific point in tirRather, the costs associated with environmentaédiation become estimable over a
continuum of events and activities that help torfesand define a liability and the Company contilyuapdates its cost estimates. It is
reasonably possible that the Company's record@dass of its liabilities may change and theredsaesurance that additional costs greater
than the amounts accrued will not be incurred at thhanges in environmental laws or their integdreh will not require that additional
amounts be spent.

Factors which cause uncertainties for the Compaciyde, but are not limited to, the effectivenesthe current work plans in achieving
targeted results and proposals of regulatory agerfor desired methods and outcomes. It is possibleinancial position, results of
operations, cash flows or competitive positionslddne affected by the impact of the ultimate resotuof these matters.

RISK FACTORS

The following cautionary statements address a numbienportant factors that could cause the aatesiilts to differ from those expressed or
implied in the forward-looking statements contaimethis document.

Unanticipated delays in implementing certain pradiiategies (including category expansion, digtian, OLED displays and digital
products) would affect Kodak's revenues. The pméaseach product strategy is complex. Kodak'tghd successfully transition products
and deploy new products requires that Kodak makarate predictions of the product development sgleeals well as volumes, product mix,
and customer demand. The Company may anticipataniiand perceived market acceptance that differs the products realizable
customer demand and revenue stream. In additidime ipricing element of each strategy is not sigfity competitive with those of current
and future competing products, Kodak may lose ntasthare, adversely affecting the Company's reveandgrospects.

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 eishiment and enforcement of licensing
agreements provides a revenue stream that pratedisk's ability to further innovate and help therkegplace grow. Kodak's failure to
properly manage the development of its intellecpwaperty could adversely affect the future of thpatents and the market opportunities
could result from the use of this property. Kodd&lkire to manage the costs associated with theuitlof these licenses could adversely
affect the profitability of these operatiot



In the event Kodak were unable to align its e-comuastrategies with the trend toward industry séadsl and services, the Company's
business could be adversely affected. The avaitiabil software and standards related to e-commstregegies is of an emerging nature.
Kodak's ability to successfully align with the irstity standards and services and ensure timelyisoftrequires the Company to make
accurate predictions of the future accepted staisdamd services.

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

Kodak intends to complete various portfolio actiogguired to strengthen its digital imaging poitiptonsolidate the photofinishing
operations worldwide and expand its services bgsina the event that Kodak fails to effectivelyrmage the highly profitable portfolio of its
more traditional businesses simultaneously withittegration of these acquisitions and should Ko@élkto streamline and simplify the
business, Kodak could lose market opportunitiesrisult in an adverse impact on its revenue.

In 2002, Kodak continues to focus on reductiomegntories, improvement in receivable performaneguction in capital expenditures, and
improvement in manufacturing productivity.

Unanticipated delays in continued inventory redaurctiould adversely impact Kodak's cash outlooknid inventory reductions could be
compromised by slower sales that could result foomtinued weak global economic conditions. Purctsas@certainty about the extent of
global economic downturn could result in lower dach&or products and services. The competitive emvirent and the transition to digital
products and services could also place pressur&®dak's sales and market share. In the event Kagakunable to successfully manage
these issues in a timely manner, they could adiyeirspact the planned inventory reductions.

Unanticipated delays in the improvement plan faoants receivable could also adversely impact Kadaksh outlook. A continued weak
economy could slow customer payment patterns. Cttiveepressures in major segments may drive erosidhe financial condition of
Kodak's customers. These same pressures may dghafeet efforts to shorten customer payment teddeslak’s ability to manage customer
risk while maintaining competitive share may adegraffect intended accounts receivable improvenea002.

In addition, a delay in Kodak's planned reductioapital spending could adversely impact the camisacash outlook. An increase in caf
spending may occur if more projects than plannegtvi@ind to generate significant positive retumghie future. Further, if the Company
deems it necessary to spend more on regulatoryrezgents or there are unanticipated general maanies obligations requiring more capital
spending than planned, the additional monies reduirould create an adverse impact on Kodak's dash



Delays in Kodak's planned improvement in manufaetuproductivity could negatively impact the grasargins of the company. Again a
continued weak economy could result in lower volanmethe factory than planned which would negayivelpact gross margins. Kodak's
failure to successfully manage operational perfarwedactors could delay or curtail planned improgate in manufacturing productivity. If
Kodak is unable to successfully negotiate raw nieteosts with its suppliers, or incurs adverseipg on certain of its commodity-based raw
materials, reduction in the gross margins couldincc

Kodak's planned improvement in supply chain efficig if delayed, could adversely affect its busileg impacting the shipments of certain
products in their desired quantities and in a tymeanner. The planned efficiencies could be compsedif Kodak expands into new mark
with new applications that are not fully understaodf the portfolio broadens beyond that anticgghtvhen the plans were initiated. The
unforeseen changes in manufacturing capacity coutgpromise the supply chain efficiencies.

The risk of doing business in developing markéss €hina, India, Brazil, Argentina, Mexico, Rusaid other economically volatile areas
could adversely affect Kodak's operations and agmiSuch risks include the financial instabilitgang customers in these regions, the
political instability and potential conflicts amongveloping nations and other non-economic factoch as irregular trade flows that need to
be managed successfully with the help of the Igoakrnments. Kodak has typically experienced losgeounts receivable cycles in
emerging markets, in particular the Latin Americaarkets and the emerging markets of Europe. Kodaikse to successfully manage
economic, political and other risks relating torapbusiness in developing countries and econorgiealll politically volatile areas could
adversely affect its business.

In early 2002, the United States dollar was elidédaas Argentina's monetary benchmark, resultirgignificant currency devaluation. The
Company engages in hedging programs aimed attigniti part the impact of currency fluctuations alogs not expect that the devaluation
event in Argentina will result in a future materédlarge. However, there can be no guarantee tbabetc circumstances in Argentina or
elsewhere will not worsen, which could result itufe effects on earnings should such events o@tier Company's failure to successfully
manage economic, political and other risks relatindoing business in developing countries couleeaskly affect its business.

The Company, as a result of its global operatirgjfarancing activities, is exposed to changes meifp currency exchange rates and interest
rates, which may adversely affect its results arapons and financial positio



Competition remains intense in the imaging sectadhé consumer, commercial and health segmentth@®consumer side increased price
competition has been driven somewhat by consumenservative spending behaviors during times ohenuc weakness. Consumers have
passed over branded products to private label gted@n the health and commercial side, aggregsiving tactics intensified in the contract
negotiations as competitors were vying for custanaed market share domestically. Continued econaméakness could also adversely
impact Kodak's revenues and growth rate. Failusutaessfully manage the consumers' return to bohptbducts if and when the economic
conditions improve could adversely impact Koda&\senue and growth rate. If the pricing and progranesnot sufficiently competitive with
those offered by Kodak's current and future conpresti Kodak may lose market share, adversely affgdts revenue and gross margins.

The Company's strategy to balance the consumerfsini analog to digital, and the nature and pddeahnology substitution could impact
Kodak's revenues, earnings and growth rate. Cotipetemains intense in the digital industry witkaege number of competitors vying for
customers and market share domestically and irtterradly. Kodak intends to continue new programiddtictions and competitive pricing to
drive demands in the marketplace. The processw#ldging new products and services is complex drahaincertain due to the frequent
introduction of new products that offer improvedfpemance and pricing. Kodak's ability to succebgfuansition products and deploy new
products requires that Kodak make accurate predistdf the product development schedule as welbhsnes, product mix, customer
demand and configuration. Kodak may anticipate deheand perceived market acceptance that differa free product's realizable customer
demand and revenue stream. Further, in the fairgesfse industry competition, any delay in the d@waent, production or marketing of a
new product could decrease any advantage Kodakhanag/to be the first or among the first to mark@tdak's failure to carry out a product
rollout in the time frame anticipated and in thextities appropriate to customer demand could agleaffect the future demand for its
products and services and have an adverse efféts business.

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



The terrorist attacks that took place in the Uni¢altes on September 11, 2001 were unprecedergetsdhat have created many economic
and political uncertainties, some of which may matly harm the Company's business and revenuesdidiuption of the Company's
business as a result of the terrorist attacks pfedeber 11, 2001 on the United States, includiagsportation and supply chain disruptions
and deferrals of customer purchasing decisionsahachmediate adverse impact on its business. digeterm effects of the September 11,
2001 attacks on the Company's business and revaneiemknown. The potential for future terrorisheks, the national and international
responses to terrorist attacks, and other actsaofowhostility have created many economic andipaliuncertainties, which could adversely
affect the Company's business and revenues irhtre ®r long-term in ways that cannot presentlytedicted.

Continued weak global economic conditions couldeassi®ly impact the Company's revenues and growgh Gaintinued softness in the
Company's markets and purchasers' uncertainty dbhewxtent of the global economic downturn coeklit in lower demand for products
and services. While worsening economic conditicangehthad a negative impact on results of operatiewvgnues, gross margins and earnings
could further deteriorate as a result of econorainditions. Furthermore, there can be no assuraas&sthe timing of an economic upturn.



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

Certain statements in this report may be forwaakilag in nature, or "forward-looking statements'da$ined in the United States Private
Securities Litigation Reform Act of 1995. For exdmpeferences to the Company's revenue and casteftpectations for 2002 are forward-
looking statements.

Actual results may differ from those expressecdhplied in forward- looking statements. The forwéwdking statements contained in this
report are subject to a number of risk factorsluiding the successful:

implementation of product strategies (includingegatry expansion, digitization, OLED, and digitabgucts); implementation of intellectual
property licensing strategies; development and @mglntation of e- commerce strategies; completidnfofmation systems upgrades,
including SAP; completion of various portfolio amts; reduction of inventories; improvement in mautiiiring productivity; improvement in
receivables performance; reduction in capital edjgares; improvement in supply chain efficiencyydilpment of the Company's busines
emerging markets like China, India, Brazil, Mexiand Russia. The forward-looking statements coathin this report are subject to the
following additional risk factors: inherent unpretibility of currency fluctuations and raw mateabts; competitive actions, including
pricing; the nature and pace of technology sulisiityincluding the analog-to-digital shift; contimg customer consolidation and buying
power; impact of September 11th; general economictausiness conditions, including the timing ofusibess upturn; and other factors
disclosed previously and from time to time in thengpany's filings with the Securities and Exchangen@ission.

Any forward-looking statements in this report stibné evaluated in light of these important riskdas.

MARKET PRICE DATA

2001 2000
Price per
share: High Low High Low
1st Qtr. $46.65 $38.19 $ 67.50 $53.31
2nd Qtr. 49.95 37.76 63.63 53.19
3rd Qtr. 47.38 30.75 65.69 39.75
4th Qtr. 36.10 24.40 48.50 35.31

SUMMARY OF OPERATING DATA

A summary of operating data for 2001 and for the fgears prior is shown on page 112.



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 poaitim seeking to minimize the risks and/or
costs associated with such activities, the Compaay enter into derivative contracts. See also Nate

Foreign currency forward contracts are used to éedgsting foreign currency denominated assetdiahilities, especially those of the
Company's International Treasury Center, as wefibascasted foreign currency denominated intercamsales. Silver forward contracts are
used to mitigate the Company's risk to fluctuasitger prices. The Company's exposure to changegerest 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 requiremefsinterest rate swap agreement was used to coswete floating-rate debt to fixed-rate
debt. The Company does not utilize financial instents for trading or other speculative purposes.

A sensitivity analysis indicates that if foreigrri@ncy exchange rates at December 31, 2001 andi@f@ased 10%, the Company would
incur losses of $25 million and $88 million on figne currency forward contracts outstanding at Dewen31, 2001 and 2000, respectively.
Such losses would be substantially offset by ghaiors the revaluation or settlement of the undedyositions hedged.

A sensitivity analysis indicates that, based orkerajuoted termination values, if the price of sildecreased 10% from spot rates at
December 31, 2001 and 2000, the fair value of sfimevard contracts would be reduced by $11 millénd $27 million, respectively. Such
losses in fair value, if realized, would be offegtlower costs of manufacturing silver-containinggucts.

The Company is exposed to interest rate risk piilgntarough its borrowing activities and, to a lesgxtent, through investments in
marketable securities. The Company utilizes U.8addenominated and foreign currency denominataddwings to fund its working capit
and investment needs. The majority of short-terohlang-term borrowings are in fixed-rate instrunsefithere is inherent roll-over risk for
debt and marketable securities as they mature mnetaewed at current market rates. The extertigfisk is not predictable because of the
variability of future interest rates and busindearicing requirements.

Using a yield-to-maturity analysis, if December 2001 interest rates increased 10% (about 43 pasiss) with the current period's level of
debt, there would be decreases in fair value oftdleom and long-term borrowings of $1 million a®2i8 million, respectively. If December
31, 2000 interest rates increased 10% (about G2 pasts) with the December 31, 2000 level of déidre would be decreases in fair value
of shor-term and lon-term borrowings of $2 million and $20 million, resgpively.



The Company's financial instrument counterpartreshiggh-quality investment or commercial banks vgignificant experience with such
instruments. The Company manages exposure to apante credit risk by requiring specific minimumedit standards and diversification of

counterparties. The Company has procedures to ardhi credit exposure amounts. The maximum ceeglibsure at December 31, 2001
was not significant to the Company.



ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENT S

Management is responsible for the preparation ategjiity of the consolidated financial statememts eelated notes which appear on pages
59 through 111. These financial statements have pegpared in accordance with accounting principksgerally accepted in the United
States of America, and include certain amountsahabased on management's best estimates andgotigm

The Company's accounting systems include extemsigmal controls designed to provide reasonalderasice of the reliability of its
financial records and the proper safeguarding aedofi its assets. Such controls are based on issidlpolicies and procedures, are
implemented by trained, skilled personnel with pprapriate segregation of duties, and are monitdrezligh a comprehensive internal audit
program. The Company's policies and procedurespbesthat the Company and all employees are totaiai the highest ethical standards
and that its business practices throughout thedramé to be conducted in a manner which is abque@ageh.

The consolidated financial statements have beeealbly PricewaterhouseCoopers LLP, independerduatants, who were responsible for
conducting their audits in accordance with audistandards generally accepted in the United StdtAserica. Their resulting report is
shown below.

The Board of Directors exercises its responsibflitythese financial statements through its Auditr@nittee, which consists entirely of non-
management Board members. The independent acctsiatathinternal auditors have full and free acteslse Audit Committee. The Audit
Committee meets periodically with the independecbantants and the Director of Corporate Auditimath privately and with management
present, to discuss accounting, auditing and fiilguneporting matters.

Daniel A. Carp Robert H. Brust
Chairman, and Chief Fina ncial Officer, and
Chief Executive Officer Executive Vice President

January 23, 2002 January 23 , 2002



REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Shareholders of Eastkodak Company

In our opinion, the accompanying consolidated foialhstatements and financial statement schedstiedliin the index appearing under Item
14(a)(1) and (2) on page 115 of this Annual ReporForm 10-K present fairly, in all material resggethe financial position of Eastman
Kodak Company and subsidiary companies (Kodak)eatehber 31, 2001 and 2000, and the results ofapeirations and their cash flows
each of the three years in the period ended Dece®ih001, in conformity with accounting principlgenerally accepted in the United
States of America. These financial statements awaah¢ial statement schedule are the responsibifithe Company's management; our
responsibility is to express an opinion on thesarftial statements based on our audits. We cordloateaudits of these statements in
accordance with auditing standards generally aedeiptthe United States of America, which requira wve plan and perform the audit to
obtain reasonable assurance about whether thecfal@tatements are free of material misstatenf@ntaudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements, assessing theuatiog principles used and significant
estimates made by management, and evaluating dralbfinancial statement presentation. We belignag our audits provide a reasonable
basis for our opinion.

PricewaterhouseCoopers LLP
Rochester, New York
January 23, 200



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF EARNINGS

For the Yea
(in millions, except per share
data)
2001

Net sales $13,234 $
Cost of goods sold 8,670

Gross profit 4,564
Selling, general and
administrative expenses 2,627
Research and development costs 779
Goodwill amortization 154
Restructuring costs (credits)
and other 659

Earnings from operations 345
Interest expense 219
Other income (charges) (18)
Earnings before income taxes 108
Provision for income taxes 32

NET EARNINGS $ 76 %
Basic earnings per share $ .26 $
Diluted earnings per share $ .26 $

Earnings used in basic and diluted
earnings per share $ 76 %

Number of common shares used in

basic earnings per share 290.6
Incremental shares from
assumed conversion of options 0.4

Number of common shares used in
diluted earnings per share 291.0

The accompanying notes are an integral part of thes
financial statements.

r Ended December 31,

2000 1999
13,994  $14,089
8,375 8,086

2,514 2,701
784 817
151 145
(44) 350

178 142
96 261
2,132 2,109
725 717

1,407 $1,392

462 $ 4.38

459 $ 4.33

1,407 $1,392

304.9 318.0

1.76 $ 1.76

e consolidated



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(in millions, except share and per

share data) At

2001
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 448
Receivables, net 2,337
Inventories, net 1,137
Deferred income taxes 521
Other current assets 240
Total current assets 4,683
Property, plant and equipment, net 5,659
Goodwill, net 948
Other long-term assets 2,072
TOTAL ASSETS $13,362

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable and other current

liabilities $3,276
Short-term borrowings 1,378
Current portion of long-term debt 156
Accrued income taxes 544
Total current liabilities 5,354

Long-term debt, net of current portion 1,666

Postemployment liabilities 2,728
Other long-term liabilities 720
Total liabilities 10,468

Commitments and Contingencies (Note 10)

SHAREHOLDERS' EQUITY

Common stock, $2.50 par value;
950,000,000 shares authorized;
391,292,760 shares issued in 2001
and 2000; 290,929,701 and
290,484,266 shares outstanding

in 2001 and 2000 978
Additional paid in capital 849
Retained earnings 7,431
Accumulated other comprehensive loss (597)

8,661

Treasury stock, at cost
100,363,059 shares in 2001 and
100,808,494 shares in 2000 5,767

Total shareholders' equity 2,894
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY $13,362

The accompanying notes are an integral part of thes
financial statements.

December 31,
2000

e consolidated



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF SHAREHOLDERS'
(in millions, except share and per share data)

Common
Stock*

Shareholders' Equity December 31, 1998 $978
Net earnings -

Other comprehensive income (loss):
Unrealized gains on available-for-sale
securities ($115 million pre-tax) -
Reclassification adjustment for gains
on available-for-sale securities
included in net earnings
($20 million pre-tax) -
Currency translation adjustments -
Minimum pension liability adjustment
($26 million pre-tax) -

Other comprehensive loss -
Comprehensive income -

Cash dividends declared ($1.76 per common
share) -

Treasury stock repurchased (13,482,648
shares) -

Treasury stock issued under employee plans
(1,105,220 shares) -

Tax reductions - employee plans -

Shareholders' Equity December 31, 1999 $978

EQUITY

Accumulated
Additional Other
Paid In Retained Comprehensive Treasury
Capital Earnings Income (Loss) Stock To

$902 $6,163 $(111)  $(3,944) $3,

- 1,392 - - 1,
- - 83 -
- - (13) -
- - (119) - (
- - 14 -
S @
.- 1
- (560) - - (
- - - (925) (
(4 - - 64

$889 $6,995 $(145)  $(4,805) $3,

tal
988

392

83

(13)
118)



Eastman Kodak Company and Subsidiary Companies

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY Cont.

(in millions, except share and per share data)

Common
Stock*

Shareholders' Equity December 31, 1999 $978
Net earnings -

Other comprehensive income (loss):
Unrealized losses on available-for-sale
securities ($77 million pre-tax) -
Reclassification adjustment for gains
on available-for-sale securities
included in net earnings
($94 million pre-tax) -
Unrealized loss arising from
hedging activity ($55 million pre-tax) -
Reclassification adjustment for hedging
related gains included in net earnings
($6 million pre-tax) -
Currency translation adjustments -
Minimum pension liability adjustment
($2 million pre-tax) -

Other comprehensive loss -
Comprehensive income -

Cash dividends declared ($1.76 per common
share) -

Treasury stock repurchased (21,575,536
shares) -

Treasury stock issued under employee plans
(1,638,872 shares) -

Tax reductions - employee plans -

Shareholders' Equity December 31, 2000 $978

Accumulated
Additional Other
Paid In Retained Comprehensive Treasury
Capital Earnings Income (Loss) Stock To

$889 $6,995 $(145)  $(4,805) $3,

- 1,407 - -1,
- - (48) -

- - (58) -

- - (34) -

- - 4 R

- - (1949) - (
- - 1 -

S @) T
S Y
- (533) - - (
- - - (1,099) (1,

(33) - - 96
5 - - -

$871 $7,869 $(482)  $(5,808) $3,

tal

912
407

(48)

(58)
(34)

(4)
194)

337)
070
533)

099)

63
15

428



Eastman Kodak Company and Subsidiary Companies

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY Cont.

(in millions, except share and per share data)

Common
Stock*

Shareholders' Equity December 31, 2000 $978

Net earnings -

Other comprehensive income (loss):
Unrealized losses on available-for-sale
securities ($34 million pre-tax) -
Reclassification adjustment for gains
on available-for-sale securities
included in net earnings
($13 million pre-tax) -
Unrealized gain arising from
hedging activity ($6 million pre-tax) -
Reclassification adjustment for hedging
related losses included in net earnings
($48 million pre-tax) -
Currency translation adjustments -
Minimum pension liability adjustment

($60 million pre-tax) -

Other comprehensive loss -
Comprehensive loss -

Cash dividends declared ($2.21 per common
share) -

Treasury stock repurchased (947,670 shares) -

Treasury stock issued under employee plans
(1,393,105 shares) -

Tax reductions - employee plans -

Shareholders' Equity December 31, 2001 $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.

Paid In Retained Comprehensive Treasury

Capital Earnings Income (Loss)

$871 $7,869

$849 $7,431

eferred stock authorized,

e consolidated financial

tal

428

29
(98)

(37)
115)
(39)

514)



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF CASH FLOWS

For the Ye ar Ended December 31,
(in millions) 2001 2000 1999
Cash flows from operating activities:
Net earnings $ 76 $1,407  $1,392

Adjustments to reconcile to net cash
provided by operating activities:

Depreciation and amortization 919 889 918
Gain on sales of businesses/assets - (117) (162)
Restructuring costs, asset impairments
and other charges 830 - 453
(Benefit) provision for deferred
income taxes (44) 235 247
Decrease (increase) in receivables 252 (247) (121)
Decrease (increase) in inventories 461 (282) (201)
Decrease in liabilities
excluding borrowings (529) (755) (478)
Other items, net 100 (148) (115)
Total adjustments 1,989 (425) 541
Net cash provided by operating
activities 2,065 982 1,933
Cash flows from investing activities:
Additions to properties (743) (945) (1,127)
Net proceeds from sales of
businesses/assets - 277 422
Acquisitions, net of cash acquired  (306) (130) 3)
Marketable securities - sales 54 84 127
Marketable securities - purchases (52) (69) (104)

Net cash used in investing
activities (1,047) (783) (685)
Cash flows from financing activities:
Net (decrease) increase in
borrowings with original maturities

of 90 days or less (695) 939 (136)
Proceeds from other borrowings 1,907 1,310 1,343
Repayment of other borrowings (1,355) (936) (1,118)
Dividends to shareholders (643) (545) (563)
Exercise of employee stock options 22 43 44
Stock repurchase programs (44) (1,125) (897)
Net cash used in
financing activities (808) (314) (1,327)
Effect of exchange rate changes on cash  (8) (12) (5)

Net increase (decrease) in cash and

cash equivalents 202 (227) (84)
Cash and cash equivalents, beginning
of year 246 373 457



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

SUPPLEMENTAL CASH FLOW INFORMATION

(in millions)

Cash paid for interest and income taxes was:

2001 2000 1999
Interest, net of portion capitalized
of $12, $40 and $36 $214 $166 $120
Income taxes 120 486 445

The following transactions are not reflected in @@nsolidated Statement of Cash Flows:

2001 2000 1999
Contribution of assets to Kodak
Polychrome Graphics joint venture  $ - $ - $13
Minimum pension liability adjustment 37 1) (14)
Liabilities assumed in acquisitions 142 31 -

The accompanying notes are an integral part oktheasolidated financial statemer



Eastman Kodak Company and Subsidiary Companies
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 conssintige 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 bgahn of the earnings of subsidiaries applicdbleninority interests. The equity method of
accounting is used for joint ventures and investsienassociated companies over which Kodak hasfgignt influence, but does not have
effective control. Significant influence is genéyaleemed to exist when the Company has an owrenstarest in the voting stock of the
investee of between 20% and 50%, although othéorf®csuch as representation on the investee'siBdddirectors, voting rights and the
impact of commercial arrangements, are considere@termining whether the equity method of accawnis appropriate. The cost methoc
accounting is used for investments in which Kodak less than a 20% ownership interest, and the @ayngloes not have the ability to
exercise significant influence. These investmergscarried at cost and are adjusted only for othen-temporary declines in fair value. The
carrying value of these investments is reporteatlier long-term assets. The Company's equity iméténcome and losses of these
investments is reported in other income (charg&sg. Note 6 and Note 12.

USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contihgassets and liabilities at year end and the
reported amounts of revenues and expenses duengplorting period. Actual results could differrfrahose estimate



FOREIGN CURRENCY

For most subsidiaries and branches outside the thélocal currency is the functional currencyabicordance with the Statement of
Financial Accounting Standards (SFAS) No. 52, "ipreéCurrency Translation," the financial statemesftthese 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 indorttee accompanying balance sheet.
Translation adjustments are not tax-effected siheg relate to investments which are permanenaiare.

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.

The Company has operations in Argentina. Priorécdnber 31, 2001, the Argentine peso had been gegdie U.S. dollar at an exchange
rate of 1 to 1. In late December 2001, althoughafffieial exchange rate between the peso and tHardemained at 1 to 1, exchange houses
started exchanging at a rate of 1.4 pesos to thar dio anticipation that the government would annce a devaluation of the peso. The
exchange houses were then closed and, at yeard@id there was no exchangeability between the geddhe dollar. The exchangeability
between the peso and the dollar was first re-astaddl on January 11, 2002, and the day's clostegoabuying U.S. dollars was
approximately 1.7 Argentine pesos to the dollae Shuation relating to the devaluation in Argeatiid not have a material impact on the
Company's Consolidated Statement of Financial Basitr Consolidated Statement of Earnings as offanthe year ended December 31,
2001.

Foreign exchange gains and losses arising fronsacions denominated in a currency other thanuhetional currency of the entity involv
are included in income. The effects of foreign eany transactions, including related hedging aatisj were losses of $9 million, $13
million, and $2 million in the years 2001, 2000d&t999, respectively, and are included in otheonne (charges,



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 interatgt 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 imghgsstmarkets, 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 augtoaccounts for greater than 10% of the saleseo€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 counterpsrtie

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 has evaluated its investment polidesistent with SFAS No. 115, "Accounting for Centaivestments in Debt and Equity
Securities" which requires that investment se@sibie classified as either held-to-maturity, abégldor-sale or trading. The Company's debt
and equity investment securities are classifiekdedd-to-maturity and available-for-sale, respedyiveleld-to-maturity investments are carried
at amortized cost and available-for-sale securéiescarried at fair value, with the unrealizechgaind losses reported in Shareholders' Equity
under the caption Accumulated Other Comprehensigerhe (Loss).

At December 31, 2001, the Company had short-teumsiments classified as held-to-maturity of $3iomll These investments were included
in other current assets. In addition, the Compaat/lbng-term marketable securities and other imvests classified as held-to-maturity and
available-for-sale equity securities of $1 milliand $33 million, respectively, which were includadther long-term assets at December 31,
2001.

At December 31, 2000, the Company had short-teumsiments classified as held-to-maturity of $5ioml] which were included in other
current assets. In addition, the Company had lengr-imarketable securities and other investmenssified as held-to-maturity and available-
for-sale equity securities of $5 million and $49 milljoespectively, which were included in other I-term assets at December 31, 2(



INVENTORIES

Inventories are stated at the lower of cost or etarkhe cost of most inventories in the U.S. iedatned 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 current The Company provides inventory reserves for sgcebsolete or slow-moving
inventory based on changes in customer demand)abatyy developments or other economic factors.

PROPERTIES

Properties are recorded at cost, net of accumutipreciation. 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 expenseasad. Upon sale or other disposition, the applie amounts of asset cost and
accumulated depreciation are removed from the adsa@nd the net amount, less proceeds from disgesaiarged or credited to income.

GOODWILL

Gooduwill represents the excess of purchase priee thve fair value of net assets acquired and hethree-year period ended December 31,
2001, goodwill was charged to earnings on a sttdigh basis over the period estimated to be bégkfgenerally ten years. See Note 5.

Effective January 1, 2002, the Company will be actimg for goodwill under SFAS No. 142, "GoodwilidhOther Intangible Assets.” Under
SFAS No. 142 the Company will no longer amortizsegibodwill which, as of December 31, 2001, hadtebatance of $948 million. Under
SFAS No. 142, the Company's goodwill will be subjecan impairment test, at least annually, andetfoee, will only be charged to
operations to the extent it has been determinée impaired. See the Recently Issued Accountingdatals within Note 1.

REVENUE

The Company's revenue transactions include saltmdbllowing:

products; equipment; services; equipment bundlék products and/or services; and integrated salatidbhe Company recognizes revenue
when realized or realizable and earned, which iemthe following criteria are met: persuasive en@eof an arrangement exists; delivery
occurred; the sales price is fixed and determinaiid collectibility is reasonably assured. At tinee revenue is recognized, the Company
provides for the estimated costs of warrantiesraddces revenue for estimated retu



For product sales, the recognition criteria areegalty 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 custasiies, based on contract terms or legal reqeingsrin foreign jurisdictions. Service
revenues are recognized as such services are eehder

For equipment sales, the recognition criteria &megally met when the equipment is delivered asthlted at the customer site. In instances
in which the agreement with the customer contaiogstomer acceptance clause, revenue is defertdédwstomer 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 substantivedgettemiCompany can and does replicate the custeoeptance test environment and
performs the agreed upon product testing priohtprsent. In these instances, revenue is recogniped installation of the equipment.

The sale of equipment combined with services, glicly maintenance, and/or other elements, inclughoglucts and software, represent
multiple element arrangements. The Company allsa&eenue to the various elements based on vdefaijective evidence of fair value (if
software is not included or is incidental to thensaction) or Kodak- specific objective evidencéagfvalue if software is other than
incidental to the sales transaction as a wholeeRew allocated to an individual element is recagghi@hen all other revenue recognition
criteria are met for that element.

Revenue from the sale of integrated solutions, wiricludes transactions which require significamduction, modification or customization
of software, is recognized in accordance with aitaccounting. Under contract accounting, revesmoeild be recognized utilizing either the
percentage-of-completion or completed-contract oektithe Company currently utilizes the completedt@rct 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 grgage-of- completion method.

The Company may offer customer financing to agsistomers 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 the
total lease receivable net of unearned income laméstimated residual value of the equipment. Ureezhincome is recognized as finance
income using the interest method over the ternhef¢ase. Leases not qualifying as a sales-tygedese accounted for as operating leases.
The underlying equipment is depreciated on a ditalme basis over the assets' estimated usééul li

Net sales reflects reductions in gross revenugbuattible to cash discounts, promotional and adsieg allowances and volume discounts
Company offers in connection with certain of iteesaransactions



In December 1999, the Securities and Exchange Cssioni (SEC) issued Staff Accounting Bulletin (SAB). 101, "Revenue Recognition
Financial Statements." This guidance summarizeSHE@ staff's views in applying generally acceptecbanting principles to revenue
recognition in financial statements. Upon its adopeffective January 1, 2000, SAB No. 101 did Ime a material impact on the Compa
results of operations.

The Company's sales of tangible products is the caks of revenues that exceeds 10% of total diolated net sales. All other sales classes
are individually less than 10%, and therefore, Haaen combined with the sales of tangible prodoctthe same line in accordance with
Regulation S-X.

RESEARCH AND DEVELOPMENT COSTS

Research and development costs, which include gostsnection with new product development, fundatal and exploratory research,
process improvement, product use technology andugtaccreditation are charged to operations ip#r@d in which they are incurred.

ADVERTISING

Advertising costs are expensed as incurred andded in selling, general and administrative expgndvertising expenses amounted to
$634 million, $701 million and $717 million in 2002000 and 1999, respectively.

SHIPPING AND HANDLING COSTS

Amounts charged to customers and costs incurrededoompany related to shipping and handling areiéted in net sales and cost of goods
sold, respectively, in accordance with EmergingiéssTask Force (EITF) Issue No. 00-10, "AcountimgShipping and Handling Fees and
Costs." Prior to January 1, 2001, costs incurredifiipping and handling and other distribution sagére reported in selling, general and
administrative expenses. The shipping and handimbother distribution costs for 2000 and 19994&2smillion and $480 million,
respectively, have been reclassified from sellgeperal and administrative expenses to cost of geoldl to conform with the 2001
presentation of these amounts.

IMPAIRMENT OF LONG-LIVED ASSETS

The Company reviews the carrying value of its Idimge assets, including goodwill and other intangi@issets, whenever events or chang
circumstances indicate that the carrying amouthefsset may not be recoverable. The Companysassecoverability of the carrying va
of the asset by grouping assets at the lowest fevethich there are identifiable cash flows tha krgely independent of the cash flows of
other groups of assets. The Company then estirttetasdiscounted future cash flows expected tdtréreun the asset grouping, including
the proceeds from its eventual disposal. An impairtoss would be recognized when the estimatetscoanted future cash flows expected
to result from the use of the asset and its evédisposal are less than its carrying amount. bhdnstances, the carrying value of long-lived
assets is reduced to the estimated fair valuegt@srdined using an appraisal or discounted cash fis appropriate



Effective January 1, 2002, the Company will assessverability of its londived assets, other than goodwill, under the guidasf SFAS Nc
144, "Accounting for the Impairment or Disposalaing-Lived Assets." See the Recently Issued Acdogritandards within Note 1.

DERIVATIVE FINANCIAL INSTRUMENTS

The Company adopted SFAS No. 133, "Accounting feritive Instruments and Hedging Activities,” amdary 1, 2000. All derivative
instruments are recognized as either assets dlitieband are measured at fair value. Certaiivdéives are designated and accounted for as
hedges. The Company does not use derivativesddinyg or other speculative purposes.

The Company has cash flow hedges to manage foceilgancy exchange risk, commodity price risk, amndrest rate risk related to forecas
transactions. The Company also uses foreign cuyriemeard contracts to offset currency-related @emin foreign currency denominated
assets and liabilities; these are marked to manketigh earnings.

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

The fair value of silver forward contracts desigbas hedges of forecasted worldwide silver pueshessreported 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 compnshe income to cost of goods sold.

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

ENVIRONMENTAL EXPENDITURES

Environmental expenditures that relate to curr@@rations are expensed or capitalized, as apptepHEapenditures that relate to an existing
condition caused by past operations and that dpmweide future benefits, are expensed as incutriadbilities are recorded when
environmental assessments are made or the requitéoneemedial efforts is probable, and the cesis be reasonably estimated. The timing
of these accruals is generally no later than tmeptetion of feasibility studies



INCOME TAXES

The Company accounts for income taxes in accordartbeSFAS No. 109, "Accounting for Income Taxebte asset and liability approach
underlying SFAS No. 109 requires the recognitiod@ferred tax liabilities and assets for the exgaétiture tax consequences of temporary
differences between the carrying amounts and tais lzdi the Company's assets and liabilities. Marmaage provides valuation allowances
against the net deferred tax asset for amountshwdrie not considered more likely than not to bézed.

EARNINGS PER SHARE

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

Options to purchase 43.7 million and 32.3 millibrues of common stock at weighted-average per ghmes of $61.30 and $61.98 for the
years ended December 31, 2001 and 2000, respgctivede outstanding during the years presenteavbug not included in the computati
of diluted earnings per share because the op#oestise price was greater than the average mpariketof the common shares for the
respective periods.

COMPREHENSIVE INCOME

SFAS No. 130, "Reporting Comprehensive Income dl#isthes standards for the reporting and displasooafprehensive income and its
components in financial statements. SFAS No. 180ires that all items that are required to be recag under accounting standards as
components of comprehensive income be reportedimaacial statement with the same prominence lasrdinancial statements.
Comprehensive income consists of net earningsjeéhanrealized gains or losses on available-fag-s@rketable securities, foreign currency
translation adjustments, minimum pension liabiéitljustments and unrealized gains and losses omcfadanstruments qualifying for hedge
accounting and is presented in the ConsolidatetiBtnt of Shareholders' Equity in accordance witAS No. 130.

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 inteapoas under Financial Accounting Standards B@BASB) Interpretation No. 44,
"Accounting for Certain Transactions Involving Std@ompensation." Accordingly, no compensation t@s¢cognized for stock-based
compensation unless the quoted market price ofttiek at the grant date is in excess of the pheestmployee must pay to acquire the stock.

SFAS No. 123, "Accounting for Stock-Based Compeansdtallows, but does not require, companies tmré compensation cost for stock-
based employee compensation plans at fair value Cimpany has chosen to continue using the intringthod prescribed in APB No. 25
described above. The Company has adopted the slise-only provisions of SFAS No. 123. See Note



SEGMENT REPORTING

The Company reports net sales, operating incoméno@me, certain expense, asset and geographfcaiviation about its operating
segments in accordance with SFAS No. 131, "Discsabout Segments of an Enterprise and Relatedhiafion." SFAS No. 131 requires
public companies to report information about theisiness activities, which meet the criteria oéportable segment. Reportable segment
components of an enterprise for which separatadiahinformation is available that is evaluatedutarly by the chief operating decision
maker in deciding how to allocate resources arakgessing performance. The Company has three abfmsegments. See Note 21 for a
discussion of the change in the Company's operatimgture in 2001.

RECENTLY ISSUED ACCOUNTING STANDARDS

In June 2001, the FASB issued SFAS No. 141, "Bussit@gombinations,” and SFAS No. 142, "Goodwill arided Intangible Assets,"
collectively referred to as the "Standards," whach effective for the Company as of January 1, 2682ept as noted below. SFAS No. 141
supercedes APB No. 16, "Business Combinations."prbeisions of SFAS No. 141 (1) require that thechase method of accounting be
used for all business combinations initiated aftere 30, 2001, (2) provide specific criteria fag thitial recognition and measurement of
intangible assets apart from goodwill, and (3) regthat unamortized negative goodwill be writtéhimmediately as an extraordinary gain
instead of being deferred and amortized. SFAS Ma.adlso requires that, upon adoption of SFAS N@, e Company reclassify the
carrying amounts of certain intangible assets antout of goodwill, based on certain criteria. SFIN& 142 supercedes APB No. 17,
"Intangible Assets," and is effective for fiscabye beginning after December 15, 2001. SFAS No ptéfarily addresses the accounting for
goodwill and intangible assets subsequent to thitial recognition. The provisions of SFAS No. 142

(1) prohibit the amortization of goodwill and indefe-lived intangible assets, (2) require thatdwdl and indefinite-lived intangible assets
be tested annually for impairment (and in interiemipds if certain events occur indicating that¢herying value of goodwill and/or indefinite-
lived intangible assets may be impaired), (3) regthat reporting units be identified for the pwsp®f assessing potential future impairments
of goodwill, and (4) remove the forty-year limitati on the amortization period of intangible asHes have finite lives.

The Company will adopt the provisions of SFAS N42 1n its first quarter ended March 31, 2002. Tleen@any is in the process of prepal
for its adoption of SFAS No. 142 and is making dleterminations as to its reporting units and thewamts of goodwill, intangible assets, of
assets, and liabilities allocated to those repgntinits. The Company is evaluating the useful lagsigned to its intangible assets and doe
anticipate any material changes to such usefusl



SFAS No. 142 requires that goodwill be tested aliyémr impairment using a two-step process. Thstfstep of the goodwill impairment test
is to test for a potential impairment. The secaep ®f the goodwill impairment test is to measiwe amount of the impairment loss. The
Company expects to complete steps one and tweegfdbdwill impairment test during the first quaér2002. The Company does not
believe that the results of these impairment tiestsswill have a material impact on the Compangfssolidated financial statements.

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Long-LivAdsets." SFAS No. 144
addresses financial accounting and reporting feirtpairment or disposal of long- lived assetsddbld and used, to be disposed of other
than by sale and to be disposed of by sale. Althdhg Statement retains certain of the provisidrSFAS No. 121, "Accounting for the
Impairment of Long- Lived Assets and for Long-LivAdsets to Be Disposed Of," it supercedes SFASLRdb.and APB Opinion No. 30,
"Reporting the Results of Operations

- Reporting the Effects of Disposal of a Segmerd Blusiness, and Extraordinary, Unusual and Infeatjy Occurring Events and
Transactions," for the disposal of a segment afsiness. SFAS No. 144 also amends Accounting Res@&ailetin (ARB) No. 51,
"Consolidated Financial Statements," to eliminhgaxception to consolidation for a subsidiaryvthich control is likely to be temporary.
The Statement is effective for financial statemésgsed for fiscal years beginning after DecemiB2D01 and interim periods within those
fiscal years, and will thus be adopted by the Camgpas required, on January 1, 2002. The adopfi&FAS No. 144 is not expected to have
a material impact on the Company's consolidateahfiral statements.

The EITF has issued EITF Issue No. 01-09, "Accauntor Consideration Given by a Vendor to a Custofireluding a Reseller of the
Vendor's Products)." The EITF provides guidancéngspect to the statement of earnings classificaif and the accounting for recognition
and measurement of consideration given by a vetodarcustomer, which includes sales incentive sffaibeled as discounts, coupons, rek
and free products or services as well as arrangentedreled as slotting fees, cooperative advegiamd buydowns. The guidance with res
to the appropriate statement of earnings classificaf the consideration given by a vendor to stemer is effective for annual and interim
periods beginning after December 15, 2001. Upomptaio, financial statements for prior periods praed for comparative purposes should
be reclassified to comply with the requirementsarritie EITF.

The guidance with respect to the accounting foogeaiion and measurement of consideration givea ligndor to a customer is effective for
annual and interim periods beginning after DecemBeR001. The impact on the statement of earniegiglting from the adoption of the
EITF should be reported as a cumulative effectdiange in accounting principle or applied prospebt to new sales incentives offered on
or after the effective date. The impact of the guite under EITF 01-09 on the Company's consolidatadcial statements has not yet been
determined



RECLASSIFICATIONS

Certain reclassifications of prior financial infoation and related footnote amounts have been noadeform with the 2001 presentation.

NOTE 2: RECEIVABLES, NET

(in millions)
2001 2000
Trade receivables $1,966 $2,245
Miscellaneous receivables 371 408
Total (net of allowances of $109 and $89) $2,337 $2,653

In the fourth quarter of 2001, the Company recor@etiarge of $20 million to provide for the potahtincollectible amounts due from Km:
who filed a petition for reorganization under Craptl of the United States Bankruptcy Code in JgnR@02. The amount of $20 million is
included in selling, general and administrativeenges and in the total allowance of $109 millioDatember 31, 2001.

NOTE 3: INVENTORIES, NET

(in millions) 2001 2000

At FIFO or average cost (approximates
current cost)

Finished goods $ 851 $1,155
Work in process 318 423
Raw materials and supplies 412 589
1,581 2,167

LIFO reserve (444) (449)

Total $1,137 $1,718

Inventories valued on the LIFO method are approi@gad8% and 47% of total inventories in 2001 af@@, respectively. During 2001,
inventory usage resulted in liquidations of LIF@eéntory quantities. In the aggregate, these invegavere 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 $14 million in 2001. No LIFO layer liquidatiom&curred in 2000 or 1999.

The Company provides for potentially excess, otisade slow-moving inventory based on managemengyais of inventory levels and
future sales forecasts. The Company also provioles¥entories whose cost is in excess of markeDécember 31, 2001 and 2000,
aggregate excess, obsolete, slow- moving and lofvewst or market reserves were $99 million and ®86on, respectively.



NOTE 4: PROPERTY, PLANT AND EQUIPMENT, NET

(in millions) 2001 2000
Land $ 127 $ 141
Buildings and building improvements 2,602 2,285
Machinery and equipment 9,884 9,585
Construction in progress 369 952

12,982 12,963
Accumulated depreciation (7,323) (7,044)
Net properties $ 5,659 $5,919

Depreciation expense was $765 million, $738 milkowd $773 million for the years 2001, 2000, and9198spectively.

NOTE 5: GOODWILL, NET

(in millions) 2001 2000
Gooduwill $1,868 $1,724
Accumulated amortization 920 777

Goodwill, net $ 948 $ 947

During 2001, the Company purchased Ofoto, Inc.sanmstantially all of the imaging service operatiohthe Bell & Howell Company. The
Company recorded goodwill in connection with thege acquisitions of $37 million and $70 million sgectively. The additional net incre:
in goodwill results from additional acquisitionshieh are all individually immaterial. See Note 19.

NOTE 6: INVESTMENTS

At December 31, 2001, the Company's significanitgquethod investees and the Company's approximatership interest in each investee

were as follows:

Kodak Polychrome Graphics (KPG)
NexPress Solutions LLC

Phogenix Imaging LLC
Matsushita-Ultra Technologies
Battery Corporation

Express Stop Financing (ESF)

SK Display Corporation

50%
50%
50%

30%
50%
34%

At December 31, 2001 and 2000, the Company's equigstment in these unconsolidated affiliates 260 million and $317 million,
respectively, and is reported within other longrterssets. The Company records its equity in thenigcor losses of these investees and

reports such amounts in other income (charges)Ns&=12. These investments do not meet the ReéguilgtX significance test requiring the
inclusion of the separate investee financial statem



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. Such investments are accounted for underosteneethod. At December 31, 2001 and
2000, the carrying value of these investments aggesl $51 million and $55 million, respectivelydas reported in other long-term assets.
During 2001, the Company recorded an asset impatrofearge of $15 million on certain strategic and-strategic investments which
exhibited other- than-temporary declines in thair ¥alue. See Note 14.

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 waseapnately $83 million, $153 million and $397 niolh in 2001, 2000 and 1999,
respectively. See Note 10.

The Company sells graphics film and other prodtits equity affiliate, KPG. Sales to KPG for tyears ended December 31, 2001, 2000
and 1999 amounted to $350 million, $419 million &340 million, respectively, and cost of goods smidhese sales amounted to $258
million, $290 million and $359 million for the yeaended December 31, 2001, 2000 and 1999, resplgctihese sales and cost of goods
sold amounts are reported in the Consolidated i@&ieof Earnings. The Company eliminates profitshamse sales, to the extent the
inventory has not been sold through to third partam the basis of its 50% interest. At Decembe2801 and 2000, amounts due from KPG
on such sales were $40 million and $52 millionpessively, and are reported in receivables, netii@hally, the Company has guaranteed
certain debt obligations of KPG up to $175 milliwhich is included in the total guarantees amour2y7 million at December 31, 2001, as
discussed in Note 10.

The Company also sells toner products to its 50%enlequity affiliate, NexPress. However, thesesstibnsactions are not material to the
Company's results of operations or financial positi

Kodak has no other material activities with itsestees.



NOTE 7: ACCOUNTS PAYABLE AND OTHER CURRENT LIABILIT IES

(in millions) 2001 2000
Accounts payable, trade $ 674 $ 817
Accrued advertising and promotional
expenses 568 578
Accrued employment-related liabilities 749 780
Accrued restructuring liabilities 318 -
Dividends payable - 128
Other 967 1,100
Total payables $3,276 $3,403

The Other component above consists of other mawedius current liabilities which, individually, dess than 5% of the Total current
liabilities component within the Consolidated Staémt of Financial Position, and therefore, haventsggregated in accordance with
Regulation S-X.

NOTE 8: SHORT-TERM BORROWINGS AND LONG-TERM DEBT
SHORT-TERM BORROWINGS

The Company's short-term borrowings at Decembe301 and 2000 were as follows:

(in millions) 2001 2000
Commercial paper $1,140 $1,809
Current portion of long-term debt 156 148
Short-term bank borrowings 238 249
Total short-term borrowings $1,534 $2,206

The weighted average interest rates for commepeipér outstanding during 2001 and 2000 were 3.686&%, respectively. The weighted
average interest rates for short-term borrowindstanding during 2001 and 2000 were 6.2% and 5té8pectively.

The Company has $2.45 billion in revolving creditifities established in 2001, which are availablsupport the Company's commercial
paper program and for general corporate purposesciiedit agreements are comprised of a 364-dayntmnent at $1.225 billion expiring in
July 2002 and a 5-year commitment at $1.225 biléigpiring in July 2006. If unused, they have a catnmant fee of $3 million per year, at
the Company's current credit rating. Interest oowams borrowed under these facilities is calculateghtes based on the Company's credit
rating and spreads above certain reference ratesewere no amounts outstanding under these amsargs or the prior year arrangement at
December 31, 2001 and 2000, respectively. Theitfiaaicludes a covenant which requires the Companyaintain a certain EBITDA
(earnings before interest, income taxes, depreciand amortization) to iterest ratio. In the evahtiolation of the covenant, the facility

would not be available for borrowing until the caeat provisions were waived, amended or satisfibe. Company does not anticipate that a
violation is likely to occur



LONG-TERM DEBT
(in millions)

Description and Interest Maturity Dates

Rates of 2001 Borrowings of 2001 Borrowings 2 001 2000

Notes:

3.74% 2003 $ 10 $ -

6.38% - 8.25% 2002 - 2006 959 473

9.20% - 9.95% 2003 - 2021 191 191

Debentures:

1.11% - 3.16% 2003 - 2004 42 61

Other:

2.42% 2004 190

5.94% - 6.66% 2002 - 2010 430 591
1, 822 1,316

Current portion of long-term debt ( 156) (150)

Long-term debt, net of current portion $1, 666 $1,166

Annual maturities (in millions) of long-term dehiitstanding at December 31, 2001 are as follows22903; 2003: $394; 2004: $379; 2005:
$333; 2006: $500; 2007 and beyond: $47.

During the second quarter of 2001, the Companyesddedium-Term Notes consisting of floating-ratéasan the amount of $150 million
maturing on September 16, 2002 and 6.375% fixedsiotthe amount of $500 million maturing on JuBe2D06. The proceeds from this
offering were used to pay down a portion of the @any's outstanding commercial paper.

The Company has a shelf registration statemenhémtium-term notes of which $1.35 billion remaingitable for issuance.

NOTE 9: OTHER LONG-TERM LIABILITIES

(in millions) 200 1 2000
Deferred compensation $ 16 4 $ 166
Minority interest in Kodak companies 8 4 93
Environmental liabilities 16 2 113
Deferred income taxes 8 1 61
Other 22 9 248
Total $ 72 0 $ 681

The Other component above consists of other mewedlus long-term liabilities which, individuallyredess than 5% of the Total liabilities
component in the Consolidated Statement of FinhRdaition, anctherefore, have been aggregated in accordanceReijlation -X.




NOTE 10: COMMITMENTS AND CONTINGENCIES

Environmental

Cash expenditures for pollution prevention and e&gtatment for the Company's current manufactuenities were as follows:

2001 200 0 1999
(in millions)

Recurring costs for

pollution prevention and waste

treatment $68 $7 2 $69
Capital expenditures for pollution

prevention and waste

treatment 27 3 6 20
Site remediation costs 2 3 5
Total $97 311 1 $94

At December 31, 2001 and 2000, the Company's ungliiged accrued liabilities for environmental renagidn costs amounted to $162
million and $113 million, respectively. These amtsuare reported in the other long-term liabilities.

The Company is currently implementing a Correctheéion Program required by the Resource Consematiad Recovery Act (RCRA) at t
Kodak Park site in Rochester, NY. As part of thisgPam, the Company has completed the RCRA Fadilisessment (RFA), a broad-based
environmental investigation of the site. The Comypiarcurrently in the process of completing, anddme cases has completed, RCRA
Facility Investigations (RFIs) and Corrective Me@suStudies (CMS) for areas at the site. At DecerBbe2001, estimated future

remediation costs of $70 million are accrued omadiscounted basis by the Company and are includé environmental accruals repor
in the other long-term liabilities.

Additionally, the Company has retained certain gidttions for environmental remediation and Superfunatkers related to certain sites
associated with the non-imaging health businessdsrs 1994. In addition, the Company has beentifled as a potentially responsible party
(PRP) in connection with the non-imaging healthihesses in five active Superfund sites. At Decerdie001, estimated future

remediation costs of $51 million are accrued omadiscounted basis by the Company and are includét environmental accruals repor
in the other lon-term liabilities.



The Company recorded a $41 million charge in thetfoquarter of 2001 for additional environmentserves. This amount has been
included in selling, general and administrativeenges. Approximately $34 million has been proviftedwo former manufacturing sites
located outside the United States. Investigatioaseveompleted by an external environmental constitethe fourth quarter of 2001, which
facilitated the completion of cost estimates fa thture remediation and monitoring of these sitesddition, the accrual incorporates the
Company's estimate of its cost to repurchase otteedsites and demolish the buildings in prepandiio its possible conversion to a public
park. The establishment of these accruals is camisith Kodak's policy to record accruals for gommental remediation obligations
generally no later than the completion of feasipiitudies. The additional $7 million recorded dgrthe fourth quarter of 2001 represents the
estimated increased costs associated with theesitediation of the non-imaging health businessksisd 994 discussed above ($4 million)
and increases in estimated costs ($3 million) aaset with the remediation of other facilities wiiare not material to the Company's
financial position, results of operations, cashwvBomor competitive position. These aforementionedrenmental accruals have been
established on an undiscounted basis.

Cash expenditures for the aforementioned remediatial monitoring activities are expected to beliremiover the next thirty years for each
site. The accrual reflects the Company's cost eséiraf the amount it will incur under the agreedwpr proposed work plans. The
Company's cost estimate is based upon existingi¢éady and has not been reduced by possible reiesvieom third parties. The Company's
estimate includes equipment and operating costefoediation and long- term monitoring of the sites

A Consent Decree was signed in 1994 in settlemieatcovil complaint brought by the U.S. EnvironmainProtection Agency and the U.S.
Department of Justice under which the Companyligestito a Compliance Schedule by which the Comppaapyoved its waste
characterization procedures, upgraded one ofcéiaénators, and is evaluating and upgrading itsstihl sewer system. The total
expenditures required to complete this prograntareently estimated to be approximately $24 millarer the next nine years. These
expenditures are primarily capital in nature ahdyéfore, are not included in the environmentat@acat December 31, 2001.

The Company is presently designated as a PRP timel€@omprehensive Environmental Response, Compensand Liability Act of 1980,

as amended (The Superfund law), or under simitde $aws, for environmental assessment and cleemstp as the result of the Company's
alleged arrangements for disposal of hazardougautes at six active Superfund sites. With resppeeach of these sites, the Company's
actual or potential allocated share of responsjisi small. Furthermore, numerous other PRPs his@been designated at these sites, and
although the law imposes joint and several liapiih PRPs, the Company's historical experience dstrates that these costs are shared with
other PRPs. Settlements and costs paid by the Gomp&uperfund matters to date have not been rahtButure costs are also not expected
to be material to the Company's financial positiomesults of operation



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 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 purstaiiis Act have not been issued.

Uncertainties associated with environmental rentegdiacontingencies are pervasive and often resultidle ranges of reasonably possible
outcomes. Estimates developed in the early staigesrediation can vary significantly. A finite estate of cost does not normally become
fixed and determinable at a specific point in tirRather, the costs associated with environmentaédiation become estimable over a
continuum of events and activities that help torfesand define a liability and the Company contilyuapdates its cost estimates. It is
reasonably possible that the Company's record@dass of its liabilities may change and theredsaesurance that additional costs greater
than the amounts accrued will not be incurred at thhanges in environmental laws or their integdreh will not require that additional
amounts be spent.

Factors which cause uncertainties for the Compaciyde, but are not limited to, the effectivenesthe current work plans in achieving
targeted results and proposals of regulatory agerfor desired methods and outcomes. It is possibleinancial position, results of
operations, cash flows or competitive positionslddne affected by the impact of the ultimate resotuof these matters.

Other Commitments and Contingencies

The Company has entered into agreements with des@rgpanies which provide Kodak with products aed/ees to be used in its normal
operations. The minimum payments for these agrets@a approximately $221 million in 2002, $191limil in 2003, $165 million in 2004,
$137 million in 2005, $82 million in 2006 and $2dfllion in 2007 and thereafter.

The Company guarantees debt and other obligatiodsriagreements with certain affiliated companmes@istomers. At December 31, 2C
these guarantees totaled approximately $277 milligithin the total amount of $277 million, the Coamy is guaranteeing debt in the amc

of $175 million for Kodak Polychrome Graphics, arcansolidated affiliate in which the Company h&®8#b ownership interest. The balance
of the amount is principally comprised of otherdagarantees and guarantees of customer amounte daeks in connection with various
banks' financing of customers' purchase of equipraed products from Kodak. These guarantees wagjdire payment from Kodak only in
the event of default on payment by the respectalsal. Management believes the likelihood is rentiodée material payments will be requi
under these guarante:



Qualex, a wholly-owned subsidiary of Kodak, ha®&5ownership interest in ESF, which is a joint weatpartnership between Qualex and
Dana Credit Corporation (DCC), a wholly-owned sdlzsly of Dana Corporation. Qualex accounts foimt&stment in ESF under the equity
method of accounting. ESF provides a long-termrfiirag solution to Qualex's photofinishing customarsonnection with Qualex's leasing
of photofinishing equipment to third parties, apoged to Qualex extending long-term credit. As pathe operations of its photofinishing
services, Qualex sells equipment under a saleslkgse arrangement and records a long-term redeivBtbese long-term receivables are
subsequently sold to ESF without recourse to Qual&#k incurs long-term debt to finance the purcluddbe receivables from Qualex. This
debt is collateralized solely by the long- termeaigables purchased from Qualex, and in part, b§Carsillion guarantee from DCC. Qualex
provides no guarantee or collateral to ESF's aveslin connection with the debt, and ESF's debbisrecourse to Qualex. Qualex's only
continued involvement in connection with the sdléhe long-term receivables is the servicing of thlated equipment under the leases.
Qualex has continued revenue streams in connegiibrthis equipment through future sales of phatistiing consumables, including paper
and chemicals, and maintenance.

Qualex has risk with respect to the ESF arrangema®ittrelates to its continued ability to procepare parts from the primary photofinishing
equipment vendor to fulfill its servicing obligatis under the leases. The primary photofinishindmgent vendor is currently experiencing
financial difficulty, which raises concern about&ex's ability to procure the required service gatithough the lessees' requirement to pay
ESF under the lease agreements is not contingent Q@palex's fulfilment of its servicing obligatismnder the leases, under the agreement
with ESF, Qualex would be responsible for any deficy in the amount of rent not paid to ESF assaltef any lessee's claim regarding
maintenance or supply services not provided by @u&@uch lease payments would be made in accorddtiténe original lease terms,
which generally extend over 5 to 7 years. ESF'stantling lease receivable amount was approxim&&1® million at December 31, 2001.
To mitigate the risk of not being able to fulfitsiservice obligations, Qualex has built up iteimeory of these spare parts and has begun
refurbishing used parts. Additionally, Qualex hateead into spare parts escrow agreements undehwilis of materials, parts drawings,
intellectual property and other information neceg$a manufacture the parts were put into escraargements. In the event that the primary
photofinishing equipment vendor were unable to §uie necessary parts to Qualex, Qualex would gagess to the information in the
escrow arrangements to either manufacture or haraufactured the parts necessary to fulfill its s@ng obligations. Management is
currently negotiating alternatives with the phatafhing equipment vendor to further mitigate the\abrisks.

In December 2001, Standard & Poor's downgradedrtgit ratings of Dana Corporation to BB for loragrh debt and B for short-term debt,
which are below investment grade. This action eeat Guarantor Termination Event under the ReckdgdPurchase Agreement (RPA) that
ESF has with its banks under the RPA. To cure thar@htor Termination Event, in January 2002, ESStqub$60 million of additional
collateral in the form of cash and long-term lessmivables. At that time, if Dana Corporation weogvngraded to below BB by Standard &
Poor's or below Ba2 by Moody's, that action wowdstitute a Termination Event under the RPA and #&8#&d be forced to renegotiate its
debt arrangements with the banks. On February@2,2Moody's downgraded Dana Corporation to a Bagitcrating, thus creating a
Termination Event



Under the Termination Event, the banks can rede8E to put up an additional 6% collateral agaihstdebt (on a debt balance of
approximately $405 million at the time of filingetannual report, the additional collateral wouldapproximately $24 million), the interest
rate on the debt could be increased 2 percentagesamnd Qualex could be precluded from selling aeny receivables to ESF until the
Termination Event has been waived by the banks. d&®8 not currently have the ability to put updheitional collateral, and therefore, ESF
would require additional capital infusions by DC@aQualex. If DCC and/or Qualex do not provide ddéitional capital funding to ESF, the
banks could accelerate the debt and force ESualkte its long-term lease receivables to seriealebt. Management believes that it is
unlikely that the banks would accelerate the dahd, force ESF to sell the receivables to a thintyta generate cash to satisfy the debt, due
to the high-quality nature of the underlying lomgrh receivable portfolio. Furthermore, under tltisrario, the banks would not have any
recourse against Qualex; rather, the impact one&uabuld be limited to the need to find an alteivesource of financing for future
photofinishing equipment placements. Additionallpder this scenario, it is not expected that theratons of the customers who are leasing
the equipment under these long-term lease arrangemeuld be affected such that Qualex's revemeaust for future sales of photofinishing
consumables would be jeopardized. ESF is beginméggtiations with the banks to resolve the TernbmaEvent.

The current RPA arrangement expires on July 232 280which time the RPA can be extended or terrathdf the RPA is terminated,
Qualex will no longer be able to sell its leaseereables to ESF and will need to find an alterrafimancing solution for future sales of its
photofinishing equipment. Under the partnershigagrent between Qualex and DCC, subject to certaiditons, ESF has exclusivity rigt
to purchase Qualex's long- term lease receivablesterm of the partnership agreement continuesigir October 6, 2003. In light of the
Termination Event referred to above and the tinohthe partnership termination, Qualex is currestipsidering alternative financing
solutions for prospective leasing activity with ésstomers.

At December 31, 2001, the Company had outstandittgrs of credit totaling $42 million and suretynds in the amount of $94 million to
ensure the completion of environmental remediatans payment of possible casualty and workers' emsgtion claims.

Rental expense, net of minor sublease income, aredua $126 million in 2001, $155 million in 200Aca$142 million in 1999. The
approximate amounts of noncancelable lease commigwéth terms of more than one year, principatlythe rental of real property, redu
by minor sublease income, are $106 million in 26885 million in 2003, $70 million in 2004, $36 nidh in 2005, $25 million in 2006 and
$45 million in 2007 and thereafter.

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 imeKaeCounsel expect to be material in relatiotheoCompany's business, financial
position or results of operations.



NOTE 11: FINANCIAL INSTRUMENTS

The following table presents the carrying amounthie assets (liabilities) and the estimated falues of financial instruments at December
31, 2001 and 2000:

2001 2000
(in millions)
Carrying Fair C arrying Fair
Amount Value Amount Value

Marketable securities:

Current $ 3 $ 3% 5 $ 5

Long-term 34 34 54 53
Other investments - - 2 2
Long-term debt (1,666) (1,664) (1 ,166) (1,184)
Foreign currency forwards 1 1 (44) (44)
Silver forwards 1 1 an a7
Interest rate swap (2) 2) - -

Marketable securities and other investments angedbat quoted market prices. The fair values oftaxm borrowings are determined by
reference to quoted market prices or by obtainingtes from dealers. The fair values for the renmgjiffinancial instruments in the above t¢
are based on dealer quotes and reflect the estirmateunts the Company would pay or receive to teaiteithe contracts. The carrying values
of cash and cash equivalents, receivables, shonttierrowings and payables approximate their falues.

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 adverselctiife results of operations and financial positibhe Company manages such exposures, in
part, with derivative financial instruments. Thé fealue of these derivative instruments is repbiteother current assets or accounts payable
and other current liabilities.

Foreign currency forward contracts are used to @existing foreign currency denominated assetdiahitities, especially those of the
Company's International Treasury Center, as wdib@stasted foreign currency denominated intercomsales. Silver forward contracts are
used to mitigate the Company's risk to fluctuasitger prices. The Company's exposure to changegerest 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 requiremehsinterest rate swap agreement was used to coserte floating-rate debt to fixed-rate
debt. The Company does not utilize financial instents for trading or other speculative purpo



On January 1, 2000, the Company adopted SFAS N&."A8counting for Derivative Instruments and HedgiActivities." This statement
requires that an entity recognize all derivativegitgher assets or liabilities and measure thasteuiments at fair value. If certain conditions
met, a derivative may be designated as a hedgeaddwinting for changes in the fair value of awdgive depends on the intended use of the
derivative and the resulting designation.

The transition adjustment was a loss of $1 milliecorded in other income (charges) for markingifprexchange forward contracts to fair
value, and an unrealized gain of $3 million recdriateother comprehensive income for marking sifeeward contracts to fair value. These
items were not displayed in separate captions mmulative effects of a change in accounting prireiplue to their immateriality. The fair
value of the contracts is reported in other curesssiets or in other current liabilities.

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, 2001, the Company hadftasthedges for the Euro, the
Canadian dollar, the Australian dollar, and thed&or won, with maturity dates ranging from Janu&§22to July 2002.

At December 31, 2001, the fair value of all operefgn currency forward contracts was an unrealgaid of $1 million, recorded in other
comprehensive income. Additionally, realized losseless than $1 million, related to closed foreagmrency contracts, have been deferred in
other comprehensive income. If all amounts defetoesther comprehensive income related to thestraxis were to be realized, less than $1
million of gains would be reclassified into costgufods sold over the next twelve months as thenitovg transferred in connection with the
intercompany sales is sold to third parties. Du@0g1, a loss of $13 million was reclassified frother comprehensive income to cost of
goods sold. Hedge ineffectiveness was insignificant

The Company does not apply hedge accounting téotlee@n 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 income). The majorityhaf contracts held by the Company are
denominated in Euros, Australian dollars, Britistupds, Canadian dollars, and Chinese renminbi.

The Company has entered into silver forward cotdrtiat are designated as cash flow hedges of psiceelated to forecasted worldwide
silver purchases. The Company used silver forwandracts to minimize its exposure to increaseshersprices in 2000 and 2001. At
December 31, 2001, the Company had open forwarttamia with maturity dates ranging from January2@0June 200z



At December 31, 2001, the fair value of open sifeeward contracts was an unrealized gain of $lionil recorded in other comprehensive
income. If this amount were to be realized, alit@fould be reclassified into cost of goods soldiniy the next twelve months. During 2001, a
realized loss of $35 million was recorded in cdgjaods sold. At December 31, 2001, realized los$&§ million, related to closed silver
contracts, were recorded in other comprehensiveniiec These losses will be reclassified into cogfaafds sold as silver-containing products
are sold, all within the next twelve months. Hedwgffectiveness was insignificant.

In July 2001, the Company entered into an intestswap agreement designated as a cash flow loétlye LIBOR-based floating-rate
interest payments on $150 million of debt issuate26, 2001 and maturing September 16, 2002. The sffectively converts interest
expense on that debt to a fixed annual rate 0f%4.06

At December 31, 2001, the fair value of the swap wéoss of $2 million, recorded in other comprefemnincome. If this amount were to be
realized, all of this loss would be reclassifietbimterest expense within the next twelve monfhging 2001, less than $1 million was
charged to interest expense related to the swagreas no hedge ineffectiveness.

The Company's financial instrument counterpartreshigh-quality investment or commercial banks vgignificant experience with such
instruments. The Company manages exposure to apanie credit risk by requiring specific minimumedit standards and diversification of
counterparties. The Company has procedures to arghi credit exposure amounts. The maximum ceegiibsure at December 31, 2000
was not significant to the Company.

NOTE 12: OTHER INCOME (CHARGES)

(in millions) 2001 2000 1999
Investment income $ 15 $ 36 $ 37
Loss on foreign exchange transactions 9) (13) 2)
Equity in income (losses) of

unconsolidated affiliates (79) (110) (11)
Gain on sales of investments 18 127 41
Gain on sales of capital assets 3 51 28
(Loss) gain on sales of subsidiaries - 9) 120
Interest on past-due receivables 10 14 15
Minority interest 11 (11) 30
Other 13 11 3

Total $ (18) $96  $261




NOTE 13: INCOME TAXES

The components of earnings before income taxestencklated provision for U.S. and other incomesawere as follows:

(in millions) 2001 2000 1999
Earnings (loss) before income
taxes
uU.s. $ (266) $1,294 $1,398
Outside the U.S. 374 838 711
Total $ 108 $2,132 $2,109
U.S. income taxes
Current (benefit) provision $ (65) $ 145 $ 185
Deferred (benefit) provision (69) 225 215
Income taxes outside the U.S.
Current provision 177 268 225
Deferred (benefit) provision (5) 37 23
State and other income taxes
Current provision 3 35 60
Deferred (benefit) provision 9) 15 9
Total $ 32 $ 725 $ 717

The differences between the provision for inconxesaand income taxes computed using the U.S. feiderane tax rate were as follows:

(in millions) 2001 2000 1999

Amount computed using the statutory
rate $38 $746 $738
Increase (reduction) in taxes
resulting from:
State and other income taxes,

net of federal 4) 33 45
Goodwill amortization 45 40 36
Export sales and manufacturing
credits (19) (48) (45)
Operations outside the U.S. (10) (70) (41)
Valuation allowance (18) 9) 5
Tax settlement (11) - -
Other, net 11 33 (21)

Provision for income taxes  $ 32 $725 $717



During the third quarter of 2001, the Company realca favorable tax settlement, which resultedtixebenefit of $11 million. In addition,
during the fourth quarter the Company recordedursllion tax benefit due to a reduction in theirsited effective tax rate for the full year.
The reduction in the estimated effective tax rass wrimarily attributable to a shift in actual eags versus estimates toward lower tax rate
jurisdictions, and an increase in creditable fanda@x credits as compared to estima

The significant components of deferred tax asseddiabilities were as follows:

(in millions) 2001 2000
Deferred tax assets
Postemployment obligations $ 867 $ 916
Restructuring programs 122 -
Employee deferred compensation 120 116
Inventories 99 139
Tax loss carryforwards 56 103
Other 739 768
Total deferred tax assets 2,003 2,042
Deferred tax liabilities
Depreciation 612 555
Leasing 188 225
Other 535 591
Total deferred tax liabilities 1,335 1,371
Valuation allowance 56 103
Net deferred tax assets $ 612 $ 568

Deferred income tax assets (liabilities) are regmbih the following components within the Consadi@hStatement of Financial Position:

(in millions) 2001 2000
Deferred income tax charges (current) $ 521 $ 575
Other long-term assets 201 88

Accrued income taxes (29) (34)
Other long-term liabilities (81) (61)
Net deferred income tax assets $ 612 $ 568

The valuation allowance is primarily attributabdecertain net operating loss carryforwards outtiéeU.S. The primary reason for the dec
in the valuation allowance from 2000 to 2001 waslattable to utilization of tax loss carryforwarkg certain units outside the U.S. A
majority of the net operating loss carryforwards simbject to a five- year expiration period. Mamaget believes that it is more likely than
not that it will generate taxable income in certairisdictions sufficient to realize the remainitagx benefit associated with the future
deductible temporary differences identified abdMeis belief is based upon a review of all availadl@ence, including historical operating

results and projections of future taxable inco



Retained earnings of subsidiary companies outbielétS. were approximately $1,491 million and $4,5#llion at December 31, 2001 and
2000, respectively. Retained earnings at Decembe2(1 are considered to be reinvested indefinitels not practicable to determine the
deferred tax liability for temporary differencesated to these retained earnings.

NOTE 14: RESTRUCTURING COSTS AND OTHER

The following table summarizes the activity witlspect to the restructuring charges and reversatsded in 2001, 2000 and 1999 and the
remaining balance in the related restructuring assikt impairment reserves at December 31, 2001:

(in millions)
Long -term Exit
Severance Inventory Ass ets Costs
Number of
Employees Reserve Reserve Res erve Reserve Total
1999 charges 3,400 $250 $- $ 90 $ 10 $350
1999 utilization ~ (400) (21) - (90) - (111)
Ending balance at
December 31, 1999 3,000 229 - - 10 239
2000 reversal (500) (44) - - - (49
2000 utilization (2,500) (185) - - (10) (195)
Ending balance at
December 31, 2000 - - - - -
2001 charges 7,200 351 84 215 48 698
2001 reversal (275) (20) - - - (20
2001 utilization (2,700) (56) (84) ( 215) (5) (360)

Ending balance at
December 31, 2001 4,225 $275 $- $ - $43 $318



2001 Restructuring Programs and Other

During 2001, the Company recorded a total chargégdwo separate restructuring programs, the éifsvhich was implemented in the
second and third quarters of 2001 and the secomdhich was implemented in the fourth quarter of B0ff $698 million, primarily for the
rationalization of the U.S. photofinishing operasothe elimination of excess manufacturing capattie exit of certain operations and
reductions in research and development positiodssating, general and administrative positionsldwide. The total restructuring amount
of $698 million was comprised of charges for semeea long-term assets, inventory, and exit cos®36fL million, $215 million, $84 million
and $48 million, respectively. Additionally, duri@®01, the Company recorded asset impairmentsmglet the Wolf Camera bankruptcy, its
photofinishing operations, relocation costs in axtion with a closed manufacturing site and investts in strategic and non-strategic
ventures of $77 million, $42 million, $18 milliomd $15 million, respectively.

Approximately $351 million of the charges of $698lion was for employee severance covering 7,200 dvade positions. The geographic
breakdown includes approximately 4,300 employedkerl).S. and Canada and 2,900 throughout th@fésé world. The 7,200 personnel
were associated with the realignment of manufaeguf2,450), service and photofinishing operatidn9%0), R&D (425) and administrative
(2,375) functions in various locations of the Comgsa worldwide operations. Approximately 2,700 piosis were eliminated by the end of
2001, with the majority of the remaining positidnsbe eliminated during the early part of 2002tHa fourth quarter of 2001, the Company
reversed $20 million of the second quarter severaharge as certain severance actions, primartlyarEuropean, African and Middle
Eastern Region (EAMER) and Japan, will be completeal total cost less than originally estimateds Ththe result of a lower actual
severance cost per employee as compared with itieadramounts estimated. In addition, approximag5 (150 service and photofinishit
100 administrative and 25 R&D) fewer employees balseparated. The original severance accrualsf #8llion and the $20 million
reversal were included in restructuring costs aherm

The Company included $119 million of the $698 milliprovision in cost of goods sold, representing&# million inventory write-down
associated with product line discontinuances arrilion related to accelerated depreciation csesspresently used in operations which
were disposed of during the latter part of 200Witirbe disposed of through abandonment withinftrst three months of 2002.

Also included in restructuring costs and other weriée-offs and costs associated with the Compaewitsfrom non-strategic operations and
investments, consisting of $180 million for the teroff of capital assets, goodwill and investmeats] $48 million for exit costs. The exit
costs consist principally of lease termination exg@s, shutdown costs and vendor penalty paymehish\wwave been accrued on an
undiscounted basi



In 2001, the Company recorded a $77 million chagmociated with the bankruptcy of the Wolf Cameara tonsumer retail business. This
amount is reflected in restructuring costs andmothe

During 2001, the Company recorded a $42 milliorrgbaepresenting the write-off of certain leasédwals, receivables and capital assets
resulting primarily from technology changes in trensition from optical to digital photofinishingjeipment within the Company's onsite
photofinishing operations. The charges for thedeasiduals and capital assets totaling $19 miliane been included in cost of goods sold.
The remaining $23 million has been included inrtestiring costs and other.

1999 Program

During the third quarter of 1999, the Company reedra restructuring charge of $350 million relatiogvorldwide manufacturing and
photofinishing consolidation and reductions iniggll general and administrative positions worldwiélpproximately $250 million of the
$350 million restructuring charge was for severacmeering 3,400 worldwide positions. The geograjihizakdown included approximately
1,475 employees in the U.S. and Canada and 1,9@5¢ghout the rest of the world. These reductionsevessociated with the realignment of
manufacturing (1,500) and service and photofinighiperations (870), and the consolidation of satesmarketing (460), R&D (70) and
administrative (500) functions in various locatiaighe Company's worldwide operations.

In the second quarter of 2000, the Company revaapptbximately $44 million of severance-relatedisasiginally recorded as part of this
program. The reversal was the result of two factdreh occurred during the second quarter. Fiestiagn manufacturing operations originz
planned to be outsourced were retained, as cosffibeah arrangements for the Company could notdaeihed. Second, severance actions in
Japan and Europe were completed at a cost lesstlgamally estimated. Consequently, approximat& (450 manufacturing and 50
administrative) fewer employees were separated.ofiginal $350 million charge in 1999 and the $4iliam reversal are included in the
restructuring cost and other. Aside from the actidescribed above, all other projects includethism program were effectively completed by
December 31, 2000. A total of 2,900 employees wenrainated under this program in 2000 and 1999.

Also included in restructuring costs and other%8®@ million for asset write-downs and $10 milliar Shutdown costs. These charges are
primarily for vacant buildings to be sold, equiprhembe shut down and other costs related to threfamy's sale and exit of its EImgrove
manufacturing facility



Other Cost Reductions

In addition to the charges discussed above, thep@agnincurred charges of approximately $11 miliimi999 and $50 million during 2000
for the accelerated depreciation of certain asgkish remained in use until the Company sold ite@tove manufacturing facility in the
second quarter, and related relocation costs. Ttlemges were included in cost of goods sold. Hfe &f this facility did not result in a
material gain or loss to the Company.



NOTE 15: RETIREMENT PLANS

Substantially all U.S. employees are covered bgracantributory plan, the Kodak Retirement IncomanRKRIP), which is funded by
Company contributions to an irrevocable trust fuRlge funding policy for KRIP is to contribute amasisufficient to meet minimum funding
requirements as determined by employee benefitanthws plus additional amounts the Company detersnto be appropriate. Generally,
benefits are based on a formula recognizing leofervice and final average earnings. Assetsarfuhd are held for the sole benefit of
participating employees and retirees. The assdtsedfust fund are comprised of corporate equity debt securities, U.S. government
securities, partnership and joint venture investsid@nterests in pooled funds, and various typdstefest rate, foreign currency and equity
market financial instruments. Kodak common stogkeeents approximately 3.4% of trust assets.

On March 25, 1999, the Company amended this plamctode a separate cash balance formula for &l &mployees hired after February
1999. All U.S. employees hired prior to that datrevgranted the option to choose the KRIP plah@®Gash Balance Plus plan. Written
elections were made by employees in 1999, and efézetive January 1, 2000. The Cash Balance Phss grledits employees' accounts with
an amount equal to 4% of their pay, plus interaseld on the 30-year treasury bond rate. In addittremployees participating in this plan
and the Company's defined contribution plan, therggs and Investment Plan (SIP), the Company wdteh SIP contributions for an amount
up to 3% of pay, for employee contributions of afb% of pay. Company contributions to SIP were $illion and $11 million for 2001 and
2000, respectively. As a result of employee elestito the Cash Balance Plus plan, the reductiohgune pension expense will be almost
entirely offset by the cost of matching employeatdbutions to SIP. The impact of the Cash BalaRlss plan is shown as a plan amendn

Most subsidiaries and branches operating outsigl®JtB. have retirement plans covering substantillgmployees. Contributions by the
Company for these plans are typically depositeceugdvernment or other fiduciary-type arrangemeRé&girement benefits are generally
based on contractual agreements that provide feeflidormulas using years of service and/or conspéion prior to retirement. The actuarial
assumptions used for these plans reflect the dgivazsnomic environments within the various coustimewhich the Company operat



(in millions) 2001
Non-
u.s. Uu.s.

Change in Benefit Obligation

Projected benefit obligation
at January 1

Service cost 94
Interest cost 406

Participant contributions
Plan amendment
Benefit payments

$5,530 $1,805

33
101
- 6

(555) (106)

Actuarial loss (gain) 182 21

Settlements -
Curtailments -
Currency adjustments

(©)

Projected benefit obligation
at December 31

Change in Plan Assets

Fair value of plan assets
at January 1

Actual return on plan assets
Employer contributions

$5,657 $1,782

$7,290 $1,880

(418) (115)
- 33

Participant contributions - 6
Benefit payments (555) (106)
Settlements - 3)
Currency adjustments - (75)
Other - 5

Fair value of plan assets
at December 31

Funded Status at December 31

$6,317 $1,625

$ 660 $(157)

Unamortized:
Transition asset (56) (22)
Net (gain) loss (125) 338

Prior service cost

3

5

Net amount recognized at
December 31

$ 482 $ 164

Changes in the Company's benefit obligation, pkset and funded status for major plans are assil

2000
Non-
U.S. uU.S.

$5,798 $1,905

89 35
408 114
- 12
67) ()
(578) (111)
(115) 12
- (13)
e -
-1 (120)

$7,340 $1,917
528 187
- 38
- 12
(578) (111)
- (13)
- (126)
1

$1,760 $ 74

(115) (33)
(1,323) 65
3 12



Amounts recognized in the Statement of Financiaititm for major plans are as follows:

(in millions) 2001 2000
Non- Non-
U.SsS. UuU.s. U.S. U.S.
Prepaid pension cost $ 482 $ 180 $ 325 $ 139
Accrued benefit liability - (16) - (21

Net amount recognized at
December 31 $ 482 $ 164 $ 325 $ 118

The prepaid pension cost asset amounts for thedddSNon-U.S. for 2001 of $482 million and $180liwmil, respectively, and $325 million
and $139 million, respectively, for 2000 are in@ddn other long-term assets.

Pension expense (income) for all plans included:

(in millions) 2001 200 0 1999
Non- Non- Non-
U.s. Us. Uus. Uus. U.S. Us.
Service cost $94 $33 $89 $ 36 $107 $ 34
Interest cost 406 101 408 114 426 111
Expected return on plan
assets (599) (149) (572) (157) (537) (137)
Amortization of:
Transition asset B9 (9 (59 (10) (59) (10)
Prior service cost 1 7 1 8 10 8
Actuarial loss - 1 - 3 2 10
(157) (16) (133) 6) (51) 16
Curtailments - - (3 - @ -
Settlements - 1 - 1 - -
Net pension (income) expense (157) (15) (136) 5) (B52) 16
Other plans including
unfunded plans 48 82 41 69 33 51

Total net pension (income)
expense $(109) $ 67 $(95) $ 64 $(19) $ 67

There was no curtailment gain or loss recognizeal rsult of the 2001 restructuring programs. Then@any recorded a $3 million

curtailment gain in 2000 and a $9 million curtaimh#ss in 1999 as a result of the reduction in leyges from the 1997 restructuring
program.

Additionally, the Company recorded a $10 milliorrtailment gain in 1999 as a result of the saléhef®ffice Imaging operation



The weighted assumptions used to compute pensionnfor major plans were as follows:

2001 2000
Non- Non-
Uus. Uu.s. Uus. Uu.s.
Discount rate 7.25%  5.90% 7.50%  6.00%
Salary increase rate 4.30%  3.10% 4.30%  3.10%
Long-term rate of return on
plan assets 9.50%  8.50% 9.50%  8.70%

The Company also sponsors an unfunded plan foaindtk S. employees, primarily executives. The bigmef this plan are obtained by
applying KRIP provisions to all compensation, imthg amounts being deferred, and without regattiedegislated qualified plan
maximums, reduced by benefits under KRIP. At Decamdd, 2001 and 2000, the projected benefit obhbgatof this plan amounted to $200
million and $187 million, respectively. The Compdms accrued in postemployment liabilities its wdled accumulated benefit obligation
(ABO) of $183 million and $171 million as of Deceert81, 2001 and 2000, respectively. Pension expereseded in 2001, 2000 and 1999
related to this plan was $18 million, $34 millionds$21 million, respectively.



NOTE 16: OTHER POSTRETIREMENT BENEFITS

The Company provides healthcare, dental and Igarance benefits to U.S. eligible retirees andldbgsurvivors of retirees. In general, these
benefits are provided to U.S. retirees that arermx by the Company's KRIP plan. These benefitfumaded from the general assets of the

Company as they are incurred. Certain non-U.S.idigles offer healthcare benefits; however, thet b such benefits is not material to the
Company.

Changes in the Company's benefit obligation andddrstatus are as follows:

(in millions) 2001 2000
Net benefit obligation at beginning
of year $2,602 $ 2,307
Service cost 14 12
Interest cost 195 169
Plan participants' contributions 2 3
Plan amendments - 62
Actuarial loss 446 229
Curtailments - 1
Benefit payments (213) (181)
Net benefit obligation at end of year $ 3,046 $ 2,602
Funded status at end of year $(3,046) $( 2,602)
Unamortized net loss 1,106 700
Unamortized plan amendments (450) (510)

The weighted-average assumptions used to compute postretirement benefit amounts were as follows:

2001 2000
Discount rate 7.25% 7.50%
Salary increase rate 4.30% 4.30%
Healthcare cost trend (a) 10.00% 8.00%

(a) decreasing to 5.00% by 2007

(in millions) 2001 2000 1999

Components of net postretirement
benefit cost

Service cost $ 14 $

12 $ 13
Interest cost 195 169 152
Amortization of:
Prior service cost (60) (67) (68)
Actuarial loss 40 18 8
189 132 105

Curtailments -



There were no curtailment gains or losses recodrasea result of the 2001 restructuring prograrhe. Company recorded curtailment gains
of $6 million and $71 million in 2000 and 1999, pestively, as a result of the reduction in empleygem the 1997 restructuring program.
Additionally, the Company recorded curtailment gaim 1999 of $15 million as a result of the sal¢hef Office Imaging operations, and $4
million related to the establishment of the NexBrjemt venture.

The Company will no longer fund healthcare and aldmnefits for employees who elected to parti@pathe Company's Cash Balance Plus
plan, effective January 1, 2000. This change iempected to have a material impact on the Compdutgire postretirement benefit cost.

Assumed healthcare cost trend rates have a signifaffect on the amounts reported for the healéhpkans. 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 components $7 $ (3)
Effect on postretirement benefit
obligation 102 (58)

NOTE 17: ACCUMULATED OTHER COMPREHENSIVE (LOSS) INC OME

The components of accumulated other comprehensive ( loss) income at
December 31, 2001, 2000 and 1999 were as follows:

(in millions) 2001 200 0 1999

Accumulated unrealized holding
(losses) gains related to
available-for-sale securities $6) $ 7 $113

Accumulated unrealized losses
related to hedging activity B @ 8)

Accumulated translation
adjustments (524) (42 5) (231)

Accumulated minimum pension
liability adjustments (62) (2 6) 27)

Total $(597) $(48 2) $(145)



NOTE 18: STOCK OPTION AND COMPENSATION PLANS

The Company's stock incentive plans consist o28@0 Omnibus Long-Term Compensation Plan (the Z08a8), the 1995 Omnibus Long-
Term Compensation Plan (the 1995 Plan), and thé ©38nibus Long-Term Compensation Plan (the 1998)PThe Plans are administered
by the Executive Compensation and Development Caieenof the Board of Directors.

Under the 2000 Plan, 22 million shares of the Camgjsacommon stock may be granted to a variety qfleyees between January 1, 2000
and December 31, 2004. The 2000 Plan is substgrgialilar to, and is intended to replace, the 18¢&n, which expired on December 31,
1999.

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. Option prices areasstthan 100% of the per share fair market valub®udate of grant, and the options
generally expire ten years from the date of griaut,may expire sooner if the optionee's employneminates. The 1995 Plan also provides
for Stock Appreciation Rights (SARs) to be grantther in tandem with options or freestanding. SA#tow optionees to receive payment
equal to the difference between the Company's stanket price on grant date and exercise date.eseber 31, 2001, 226,515 freestan
SARs were outstanding at option prices ranging f&&6.31 to $71.81.

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. Option prices could not b tlean 50% of the per share fair market valudherdate of grant; however, no options

below fair market value were granted. The optiomisegally expire ten years from the date of gramt,nbay expire sooner if the optionee's

employment terminates. The 1990 Plan also provilatioptions with dividend equivalents, tandem S/ARd freestanding SARs could be
granted. At December 31, 2001, 98,046 freestan@iigs were outstanding at option prices ranging f&32.50 to $44.50.

In January 2002, the Company's shareholders vott/or of a proposed stock option exchange prodaarits employees. The voluntary
program offers employees a one-time opportunigxdchange stock options they currently hold for gtions. The new options are expected
to be granted on or about August 26, 2002. The ayetvons will have a grant price equal to the faarket value of Kodak common stock on
the new grant date. The number of new options eyegl® will ultimately receive has been determineity to the inception of the exchange
program, based on the fair value of the existingpog, as determined using the BlaB&holes option pricing model. In most cases, eng#e
will receive fewer options in exchange for theirremt options. The exchange generally appliesltowstanding options held by employees,
including two all-employee grants made in 1998 2660. The exchange program is not expected totnestiie recording of any
compensation expens



Further information relating to options is as follo ws:
(Amounts in thousands, except per share amounts)

Weighted
Shares Average
Under Range of Price Exercise Price
Option Per Share Per Share
Outstanding on December 31, 1998 34,331 $30.25 -$92.31 $61.04
Granted 4,276 $60.13 -$79.63 $65.17
Exercised 1,101 $30.25 -$74.31 $39.73
Terminated, Canceled or
Surrendered 473 $31.45 -$92.31 $63.80
Outstanding on December 31, 1999 37,033 $30.25 -$92.31 $62.12
Granted 12,533 $37.25 -$69.53 $54.38
Exercised 1,326 $30.25 -$58.63 $32.64
Terminated, Canceled or
Surrendered 3,394 $31.45 -$90.50 $62.22
Outstanding on December 31, 2000 44,846 $32.50 -$92.31 $60.87
Granted 8,575 $26.90 -$74.31 $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
Exercisable on December 31, 1999 19,913 $30.25 -$92.31 $57.08
Exercisable on December 31, 2000 28,783 $32.50 -$92.31 $62.13
Exercisable on December 31, 2001 31,571 $26.90 -$92.31 $63.54

The table above excludes approximately 68,000 nptigzanted by the Company at an exercise priced&F$21.91 as part of an acquisition.

As allowed by SFAS No. 123, "Accounting for Stocks€®d Compensation," the Company has elected tomaertb follow APB Opinion No.
25, "Accounting for Stock Issued to Employees,aatounting for its stock option plans. Under APB &5, the Company does not recognize
compensation expense upon the issuance of its sfatadns because the option terms are fixed anéxbecise price equals the market price
of the underlying stock on the grant date. The Camyhas determined the pro forma information éiséfCompany had accounted for stock
options granted under the fair value method of SR&S123. The Black-Scholes option pricing modeswaed with the following weighted-
average assumptions for options issued in each year

2001 2000 1999
Risk-free interest rates 4.2% 6.2% 5.1%
Expected option lives 6 years 7 years 7 years
Expected volatilities 34% 29% 28%
Expected dividend yields 4.43% 3.19% 2.76%

The weighte-average fair value of options granted was $8.38, 8land $18.77 for 2001, 2000 and 1999, respéyti



For purposes of pro forma disclosures, the estidnfatie value of the options is amortized to expemser the options' vesting period (2-3
years). The Company's pro forma information follo

Year E nded December 31,
(in millions, except per share data) 2001 2000 1999
Net earnings
As reported $ 76 $1,407 $1,392
Pro forma 3) 1,346 1,263
Basic earnings per share
As reported $ .26 $4.62 $4.38
Pro forma (.01) 4.41 3.97
Diluted earnings per share
As reported $ .26 $4.59 $4.33
Pro forma (.01) 4.41 3.96
The following table summarizes information about st ock options at December
31, 2001:
(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
$25 - $40 6,175 7.98 $32.08 1,351  $33.81
$40 - $55 14,356 6.26 $47.87 4,999 $45.31
$55 - $70 20,060 6.55 $62.52 15,711  $63.44
$70 - $85 7,512 5.16 $73.42 7,158  $73.40
Over $85 2,352 5.17 $90.01 2,352 $90.01
50,455 31,571

NOTE 19: ACQUISITIONS, JOINT VENTURES AND BUSINESS VENTURES

2001

On December 4, 2001, the Company and SANYO Ele€wi¢ Ltd. announced the formation of a global bess venture, the SK Display
Corporation, to manufacture organic light emittiigde (OLED) displays for consumer devices sucbamseras, personal data assistants
(PDAs), and portable entertainment machines. Kadélold a 34% stake in the business venture ailidcantribute approximately $19
million in cash and $100 million in loan guarantelesing 2002 and 2003. SANYO will hold a 66% stakéhe business venture and will
contribute approximately $36 million in cash an®@%$illion in loan guarantees during the same pistio

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 tareiiet assets, $37 million allocated to
goodwill and $11 million allocated to other intablgi assets. The acquisition of Ofoto will accelerngbdak's growth in the online
photography market and help drive more rapid adopti digital and online services. Ofoto offersitiijprocessing of digital images and
traditional film, top-quality prints, private online image storage, sigriediting and creative tools, frames, cards ahdranerchandist



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 assptisition 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 prowidstomers worldwide with maintenance
for document imaging components, micrographic-esla&quipment, supplies, parts and service.

During 2001, the Company also completed additiacguisitions, none of which are individually ma&td the Company's financial positic
results of operations or cash flows, which hadggregate purchase price of approximately $122 anilih cash and stock.

2000

During the second quarter, the Company acquiredetmaining ownership interest in PictureVision,.lfar cash and assumed liabilities with
a total transaction value of approximately $90 ol In relation to this acquisition, the Comparségond quarter results included $10 mil
in charges for acquired in-process R&D and appratéty $15 million for other acquisition-related op@s. The Company used independent
professional appraisal consultants to assess &ouht values to the in-process R&D.

During 2000, the Company also completed additiacguisitions, none of which are individually ma&td the Company's financial positic
results of operations or cash flows, which hadggregate purchase price of approximately $79 milirocash.

1999

In connection with the sale of the Company's digitater, copier- duplicator, and roller assembperations primarily associated with the
Office Imaging operations (See Note 20), the Corgard Heidelberger Druckmaschinen AG (Heidelbelg) announced an agreement to
expand their joint venture company, NexPress, ttude the black-and-white electrophotographic of@na. The Company contributed R&D
resources to NexPress, as well as its toner anelajgar operations in Rochester and Kirkby, Engldtnds transaction did not have a material
effect on the Company's results of operationsraritial position in 1999. Kodak and Heidelberg ldithed the NexPress joint venture in
September 1997 for the purpose of developing antteting new digital color printing solutions forelgraphic arts industry. In connection
with these arrangements, the Company serves ggpéiesuboth to Heidelberg and NexPress for consuesatuch as photoconductors and
materials for toner/developer manufacturi



During 1999, the Company also completed additiacguisitions, none of which are individually ma&td the Company's financial positic
results of operations or cash flows, which hadggregate purchase price of approximately $3 miliionash.

NOTE 20: SALES OF ASSETS AND DIVESTITURES
1999

In April 1999, the Company sold its digital printeopier-duplicator, and roller assembly operatiprisiarily associated with its Office
Imaging operations, which included its operatianRochester, NY, Muehlhausen, Germany and Tijulstexjco to Heidelberg for
approximately $80 million. The transaction did hatze a material effect on the Company's resultgpefations or financial position.

In November 1999, the Company sold The Image Bantholly-owned subsidiary which markets and licariggage reproduction rights, to
Getty Images, Inc. for $183 million in cash. Aseault of this transaction, the Company recordedia of $95 million in other income
(charges).

In November 1999, the Company sold its Motion As&ySystems Division, which manufactures digitahesas and digital video cameras
the automotive and industrial markets, to Ropeustides, Inc. for approximately $50 million in cagts a result of this transaction, the
Company recorded a gain of $25 million in otheoime (charges




NOTE 21: SEGMENT INFORMATION

Beginning in the fourth quarter of 2001, the Compahanged its operating structure, which was prehpocomprised of seven business ui
to be centered around strategic product groupssirhgegic product groups from existing businessesgeographies have been integrated
into segments that share common technology, matuiag and product platforms and customer setactordance with the change in the
operating structure, certain of the Company's pcbdtoups were realigned to reflect how senior ganzent now reviews the business,
makes investing and resource allocation decisiodsaasesses operating performance. The realigroheattain of the Company's strategic
product groups resulted in changes to the compositf the reportable segments.

As a result of the change in composition of theortggble segments, the accompanying 1999 and 2@P0es# information has been presented
in accordance with the new structure and to conflarthe 2001 presentation. The Company has thpeetedhle segments: Photography;
Health Imaging; and Commercial Imaging.

The Photography segment derives revenues from owarsiiim products, sales of origination and prilrnfto the entertainment industry, se
of professional film products, traditional and iekphoto paper, chemicals, traditional and digitaheras, photoprocessing equipment and
services, and digitization services, including nalservices. The Health Imaging segment derivesntgas from the sale of digital products,
including laser imagers, media, computed and diaibgraphy equipment and picture archiving andmanications systems, as well as
traditional medical products, including analog filegquipment, chemistry, services and specialty yetsdfor the mammography, oncology
dental fields. The Commercial Imaging segment @srievenues from microfilm equipment and mediaters, scanners, other business
equipment, media sold to commercial and governmoestomers, and from graphics film products soltheoKodak Polychrome Graphics
joint venture. The All Other group derives revenfresn the sale of organic light emitting diode (AQREdisplays, imaging sensor solutic
and optical products to other manufacturers.

Transactions between segments, which are immatareimade on a basis intended to reflect the rhadtee of the products, recognizing
prevailing market prices and distributor discout$ferences between the reportable segments' ipgnasults 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.

Segment financial information is shown belc



(in millions) 2001
Net sales:
Photography $9,403 $1
Health Imaging 2,262
Commercial Imaging 1,459
All Other 110
Consolidated total $13,234 $1
Earnings from operations:
Photography $ 787 $
Health Imaging 323
Commercial Imaging 165
All Other (60)
Total of segments 1,215
Restructuring costs and credits
and asset impairments (732)
Wolf charge 77
Environmental reserve (41)
Kmart charge (20)
Consolidated total $ 345 $
Net earnings:
Photography $ 535 $
Health Imaging 221
Commercial Imaging 80
All Other (38)
Total of segments 798

Restructuring costs and credits

and asset impairments

Wolf charge

Environmental reserve

Kmart charge

Interest expense
Other corporate items

(735)
(77)

(41)
(20)
(219)

8

Income tax effects on above items
and taxes not allocated to segments 362

Consolidated total $ 76 %
Operating net assets:
Photography $6,288 $
Health Imaging 1,426
Commercial Imaging 1,085
All Other (219)

Total of segments 8,580
LIFO inventory reserve (444)
Cash and marketable securities 451
Dividends payable -

Net deferred income tax

(liabilities) and assets 97

Noncurrent other postemployment
(2,180) (
Other corporate net assets

liabilities

(410)

$6,094 $

26

4)

2,209)
(205)

(2,289)
(624)



(in millions) 2001
Total assets $13,362 $1
Total liabilities 10,468 1

Less: Short-term borrowings and

current portion of long-term debt  (1,534)
Less: Long-term debt, net of

current portion (1,666) (

Non-interest-bearing liabilities 7,268

Depreciation expense:

Photography $ 599 $
Health Imaging 96
Commercial Imaging 69
All Other 1
Consolidated total $ 765 $

Goodwill amortization expense:

Photography $ 110 $
Health Imaging 28
Commercial Imaging 16
All Other 0
Consolidated total $ 154 $

Capital additions:

Photography $ 555 $
Health Imaging 128
Commercial Imaging 56
All Other 4

Consolidated total $ 743 $

2000
4,212
0,784
2,206)

1,166)

(1) Consolidated net assets are derived from thes@mlated Statement of Financial Position, aDfed:

1999
$14,370
10,458
(1,163)

(936)



Net sales to external customers attributed to

The United States $6,419 $6, 800 $6,714
Europe, Middle East and Africa 3,275 3, 464 3,734
Asia Pacific 2,215 2, 349 2,267
Canada and Latin America 1,325 1, 381 1,374
Consolidated total $13,234 $13, 994 $14,089

(2) Sales are reported in the geographic area iohathey originate.

Long-lived assets located in:

The United States $3,738 $ 3,913 $ 3,904
Europe, Middle East and Africa 672 647 715
Asia Pacific 977 1,056 1,024
Canada and Latin America 272 303 304

Consolidated total $5659 $ 5919 $5,947



NOTE 22: QUARTERLY SALES AND EARNINGS DATA - UNAUD ITED

4th Qtr.  3rd Qtr
(in millions, e

2001

Net sales $3,359  $3,308
Gross profit 1,027 1,132
Net (loss) earnings (206)(4) 96
Basic (loss) earnings per

share (6) (.72) .33
Diluted (loss) earnings per

share (6) (.71) .33
2000

Net sales $3,560 $3,590
Gross profit 1,244 1,516
Net earnings 194(5) 418
Basic earnings per share (6) .66 1.37

Diluted earnings per share (6) .66 1.36

(1) Includes relocation charges (included in cost o
to the sale and exit of a manufacturing facility
million, which reduced net earnings by $7 millio
first and second quarters, respectively.

(2) Includes $316 million ($57 million included in
$259 million included in restructuring costs and
restructuring costs, which reduced net earnings
$77 million (included in restructuring costs and
bankruptcy charge, which reduced net earnings by

(3) Includes $53 million ($41 million included in ¢
$12 million included in restructuring costs and
costs, which reduced net earnings by $41 million
million included in restructuring costs and othe
included in cost of goods sold) for a charge rel
impairments associated with certain of the Compa
operations, which reduced net earnings by $26 mi
million (included in provision for income taxes)
favorable tax settlements reached during the qua

(4) Includes $309 million ($21 million included in
$288 million included in restructuring costs and
restructuring costs, which reduced net earnings
million ($12 million included in selling, genera
expenses and $3 million included in other income
impairments related to venture investments, whic
by $10 million; a $41 million (included in selli
administrative expenses) charge for environmenta
reduced net earnings by $28 million; a $20 milli
selling, general and administrative expenses) Km
which reduced net earnings by $14 million, and a
in provision for income taxes) tax benefit relat
year-over-year effective tax rate.

. 2nd Qtr.  1st Qtr.
xcept per share data)

$3,592  $2,975
1,338 1,067
(3)  36(1)(2) 150(1)
12 B2

12 .52

$3,749  $3,095

1,626 1,261
(5) 506(5) 289(5)

1.63 .93

1.62 .93

f goods sold) related
of $10 million and $8
n and $5 million in the

cost of goods sold and
other) of

by $232 million; and
other) for the Wolf
$52 million.

ost of goods sold and
other) of restructuring
; $42 million ($23
rand $19 million
ated to asset

ny's photofinishing
llion; and an $11

tax benefit related to
rter.

cost of goods sold and
other) of

by $210 million; $15

| and administrative
(charges)) for asset

h reduced net earnings
ng, general and

| reserves, which

on (included in

art bankruptcy charge,
$20 million (included
ed to a decline in the



(5) Includes accelerated depreciation and relocatio
cost of goods sold) related to the sale and exit
facility of $11 million, $12 million, $18 millio
which reduced net earnings by $7 million, $8 mil
$6 million in the first, second, third and fourt
respectively.

(6) Each quarter is calculated as a discrete period
four quarters may not equal the full year amount

n charges (included in
of a manufacturing

n, and $9 million,

lion, $12 million, and
h quarters,

and the sum of the



SUMMARY OF OPERATING DATA

Eastman Kodak Company and Subsidiary Companies

(Dollar amounts and shares in millions, except per
2001 2000 1

Net sales $13,234 $13,994 $14,
Earnings from operations 345 2,214 1,
Net earnings 76(1) 1,407(2) 1,

EARNINGS AND DIVIDENDS

Net earnings

- % of sales 0.6% 10.1%
- % return on average

shareholders' equity 24% 383% 3
Basic earnings per share 26 462 4
Diluted earnings per share 26 459 4
Cash dividends paid

- on common shares 643 545

- per common share 221 176 1
Common shares outstanding at
year end 2909 2905 31

Shareholders at year end 91,893 113,308 131,

STATEMENT OF FINANCIAL
POSITION DATA
Operational working

capital (8) $ 863 $1,482 $
Working capital (671) (724) (
Property, plant and

equipment, net 5,659 5,919 5,
Total assets 13,362 14,212 14,

Short-term borrowings
and current portion of

long-term debt 1,534 2,206 1,
Long-term debt, net of
current portion 1,666 1,166

Total shareholders' equity 2,894 3,428 3,

SUPPLEMENTAL INFORMATION

Sales - Photography $9,403 $10,231 $10,
- Health Imaging 2,262 2,220 2,
- Commercial Imaging 1,459 1,417 1,

- All Other 110 126

Research and development

costs 779 784
Depreciation 765 738
Taxes (excludes payroll,

sales and excise taxes) 154 933
Wages, salaries and employee

benefits 3,824 3,726 3,
Employees at year end

-inthe U.S. 42,000 43,200 43,

- worldwide 75,100 78,400 80,

(see footnotes on next page)

share data)

999 1998 1997
089 $13,406 $14,538
990 1,888 130
392(3) 1,390(4) 5(6)

9.9% 10.4% 0.0%
52% 38.9% 0.1%
.38 430 .01
33 424 01

563 569 567
.76 176 1.76

0.4 3228 3231
719 129,495 135,132

838 $ 939 $ 909
325) (579) 298

947 5,914 5,509
370 14,733 13,145
163 1,518 611
936 504 585
912 3,988 3,161

265 $10,063 $10,620
159 1,526 1,532
479 1,296 1,740
187 521 646

817  922(5) 1,230(7)
773 737 748

806 809 164
962 4,306 4,985

300 46,300 54,800
650 86,200 97,500



SUMMARY OF OPERATING DATA
Eastman Kodak Company and Subsidiary Companies

(footnotes for previous page)

(1)Includes $678 million of restructuring charg®42 million for a charge related to asset impainsessociated 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 baniay; $18 million of relocation charg
related to the sale and exit of a manufacturingifigcan $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.

(2)Includes accelerated depreciation and relocati@nges related to the sale and exit of a manudagtfacility of $50 million, which
reduced net earnings by $33 million.

(3)Includes $350 million of restructuring chargasd an additional $11 million of charges relatethis restructuring program; $103 million
of charges associated with business exits; a ga&@®million on the sale of The Image Bank; arghin of $25 million on the sale of the
Motion Analysis Systems Division. These items redtlinet earnings by $227 million.

(4)Includes $35 million of litigation charges; $18@lion of Office Imaging charges; $45 million prarily for a write-off of in-process R&D
associated with the Imation acquisition; a gai®®7 million on the sale of NanoSystems; and a ga#$66 million on the sale of part of the
Company's investment in Gretag. These items redneedarnings by $39 million.

(5)Includes a $42 million charge for the write-offin-process R&D associated with the Imation asijain.

(6)Includes $1,455 million of restructuring costsset impairments and other charges; $186 milbom fwrite-off of in-process R&D
associated with the Wang acquisition; and a $46anilitigation charge. These items reduced netniegs by $1,143 million.

(7)Includes a $186 million charge for the write-offin-process R&D associated with the Wang actjarsi

(8)Excludes sho-term borrowings and current portion of l-term debt



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

PART IlI
ITEMS 10(a), 11 AND 12. DIRECTORS OF THE REGISTRANT

EXECUTIVE COMPENSATION
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
AND MANAGEMENT

Responses to the above items, as contained indtieeNbf 2002 Annual Meeting and Proxy Statememitictv will be filed within 120 days of
the Company's fiscal year end, are hereby incotpdray reference in this Annual Report on Form 10-K

ITEM 10(b). EXECUTIVE OFFICERS OF THE REGISTRANT
The executive officers list is contained in PARiInider the caption "Executive Officers of the Regist' on page 10.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

None to report



PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K

Page No.
(a)l1. Consolidated financial statements:
Report of independent accountants 58
Consolidated statement of earnings 59
Consolidated statement of financial position 60
Consolidated statement of shareholders' equit y 61-63
Consolidated statement of cash flows 64-65
Notes to financial statements 66-111
2. Financial statement schedules:
Il - Valuation and qualifying accounts 117
All other schedules have been omitted because they are not
applicable or the information required is sho wn in the
financial statements or notes thereto.
3. Additional data required to be furnished:
Exhibits required as part of this report are listed in the
index appearing on pages 118 through 123. Th e management
contracts and compensatory plans and arrangem ents required
to be filed as exhibits to this form pursuant to Item 141
of this report are listed on pages 119 throug h 122, Exhibit

Numbers (10)B - (10)X.

(b) Report on Form 8-K.

No reports on Form-K were filed or required to be filed during the ¢iga ended December 31, 20!



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, theredatp authorized.

EASTMAN KODAK COMPANY

(Registrant)
By: By:
Daniel A. Carp, Chairman, Robert H. B rust, Chief Financial
President and Chief Officer and Executive Vice
Executive Officer President
Robert P. R ozek
Controller

Date: March 20, 2002

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. Jag er, Director

William W. Bradley, Director Debra L. Le e, Director

Daniel A. Carp, Director Delano E. L ewis, Director
Martha Layne Collins, Director Hector de J . Ruiz, Director
Timothy M. Donahue, Director Laura D'And rea Tyson, Director
Alice F. Emerson, Director Richard A. Zimmerman, Director

Paul E. Gray, Director

Date: March 20, 200



Schedule Il

Eastman Kodak Company and Subsidiary Companies
Valuation and Qualifying Accou nts
(in millions)
Balance at Additions Deductions Balance
Beginning Charged to Amounts at End of
of Period Earnings Written Off Period

Year ended December 31, 2001
Deducted in the Statement
of Financial Position:
From Current Receivables
Reserve for doubtful

accounts $62 $95 $65 $92
Reserve for loss on

returns and allowances 27 12 22 17
TOTAL $ 89 $107 $87 $109

From Long-Term Receivables
and Other Noncurrent
Assets
Reserve for doubtful
accounts $8 $ 46 $3 $51

Year ended December 31, 2000
Deducted in the Statement
of Financial Position:
From Current Receivables
Reserve for doubtful

accounts $104 $38 $80 $62
Reserve for loss on

returns and allowances 32 8 13 27
TOTAL $136 $ 46 $93 $89

From Long-Term Receivables
and Other Noncurrent
Assets
Reserve for doubtful
accounts $7 $ 4 $3 $8

Year ended December 31, 1999
Deducted in the Statement
of Financial Position:
From Current Receivables
Reserve for doubtful

accounts $142 $32 $70 $104
Reserve for loss on

returns and allowances 27 27 22 32
TOTAL $169 $59 $92 $136

From Long-Term Receivables
and Other Noncurrent
Assets
Reserve for doubtful
accounts $10 $(2) $1 $7



Eastman Kodak Company and Subsidiary Companies
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 April 24, 2001. ¢hporated by reference to the Eastman Kodak ComQamyterly Report on Form 10-Q
for the quarterly period ended March 31, 2001, Bitfd.)

(4) A. Indenture dated as of January 1, 1988 betviisestman Kodak Company as issuer of (i) 9 3/8%8lBtue 2003,

(i) 9.95% Debentures Due 2018, (iii) 9 1/2% Nobage 2008,

(iv) 9.20% Debentures Due 2021, and (v) 7.25% NBuas 2005, and The Bank of New York as Trusteedfiporated by reference to the
Eastman Kodak Company Annual Report on Form 10+KHe fiscal year ended December 25, 1988, ExHibit

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 destiiib 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. (Inocaited by reference to the Eastman Kodak Compamp&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 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 copliedfe instruments to the Securities
and Exchange Commission upon requ



Eastman Kodak Company and Subsidiary Companies

Index to Exhibits (continued )
Exhibit
Number Page
(10) B. Eastman Kodak Company Insurance Plan for D irectors.
(Incorporated by reference to the Eastman Kodak Company
Annual Report on Form 10-K for the fiscal year ended
December 29, 1985, Exhibit 10.)
. Eastman Kodak Company Deferred Compensatio n Plan for

Directors, as amended February 11, 2000.
(Incorporated by reference to the Eastman
Quarterly Report on Form 10-Q for the quar
ended June 30, 1999, and the Eastman Kodak
Report on Form 10-K for the fiscal year en
December 31, 1999, Exhibit 10.)

. 1982 Eastman Kodak Company Executive Defer
Plan, as amended effective December 9, 199
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1996, and the Quarterly Repor
for the quarterly period ended September 3
Eastman Kodak Company Annual Report on For
fiscal year ended December 31, 1999, Exhib

G. Eastman Kodak Company 1990 Omnibus Long-te

Plan, as amended effective as of November
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1996, the Quarterly Report on
for the quarterly period ended March 31, 1
Quarterly Report on Form 10-Q for the quar
ended June 30, 1998, and the Quarterly Rep
10-Q for the quarterly period ended Septem
1999, and the Eastman Kodak Company Annual
Form 10-K for the fiscal year ended Decemb
Exhibit 10.)
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Eastman Kodak Company and Subsidiary
Index to Exhibits (continued

Exhibit
Number

Eastman Kodak Company 1995 Omnibus Long-Te
Plan, as amended effective as of November
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1996, the Quarterly Report on
quarterly period ended March 31, 1997, the
on Form 10-Q for the quarterly period ende
the Quarterly Report on Form 10-Q for the
ended June 30, 1998, the Quarterly Report
for the quarterly period ended September 3
the Quarterly Report on Form 10-Q for the
ended September 30, 1999, and the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1999, Exhibit 10.)

. Kodak Executive Financial Counseling Progr

(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1992, Exhibit 10.)

Personal Umbrella Liability Insurance Cove

Eastman Kodak Company provides $5,000,000
liability insurance coverage to its direct
approximately 160 key executives. The cov
insured through The Mayflower Insurance Co
supplements participants' personal coverag
pays the cost of this insurance. Income i
participants.

(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1995.)

. Kodak Executive Health Management Plan, as

effective January 1, 1995.

(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1995.)

M. Martin M. Coyne Agreement dated November 9

Companies
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Eastman Kodak Company and Subsidiary
Index to Exhibits (continued

Exhibit
Number

O. Eastman Kodak Company 1997 Stock Option PI
effective as of March 13, 2001.
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1999 and the Quarterly Report
for the quarterly period ended March 31, 2

P. Eric Steenburgh Agreement dated March 12,
(Incorporated by reference to the Eastman
Quarterly Report on Form 10-Q for the quar
ended March 31, 1998, Exhibit 10.)

Notice of Award of Restricted Stock Units
February 11, 2000 under the 2000 Omnibus L
Compensation Plan.

(Incorporated by reference to the Eastman
Quarterly Report on Form 10-Q for the quar
ended March 31, 2000, Exhibit 10.)

Amendment, dated December 1, 2001.
Letter, dated December 28, 2001.

R. Eastman Kodak Company 2000 Omnibus Long-Te
Plan, as amended effective as of November
(Incorporated by reference to the Eastman
Quarterly Report on Form 10-Q for the quar
June 30, 1999, and the Quarterly Report on
quarterly period ended September 30, 1999,

Kodak Annual Report on Form 10-K for the f
December 31, 1999, Exhibit 10.)

S. Eastman Kodak Company 2000 Management Vari
Plan, as amended effective as of May 9, 20
(Incorporated by reference to the Eastman
Quarterly Report on Form 10-Q for the quar
June 30, 1999, Exhibit 10.)

T. Eastman Kodak Company Executive Protection
July 25, 2001.
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1999 and the Quarterly Report

for the quarterly period ended September 30, 2B8hibit 10.)

Companies

)
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Eastman Kodak Company and Subsidiary
Index to Exhibits (continued

Exhibit
Number

U. Eastman Kodak Company Estate Enhancement P
effective March 6, 2000.
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1999, Exhibit 10.)

W. Daniel A. Carp Agreement dated November 22
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1999, Exhibit 10.)

$1,000,000 Promissory Note dated March 2,
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 2000, Exhibit 10.)

X. Robert H. Brust Agreement dated December 2
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 31, 1999, Exhibit 10.)

Amendment, dated February 8, 2001, to Agre
December 20, 1999.

(Incorporated by reference to the Eastman
Quarterly Report on Form 10-Q for the quar
ended March 31, 2001, Exhibit 10.)

Amendment, dated November 12, 2001, to Agr
December 20, 1999.

Y. Patricia F. Russo Agreement dated April 1,
(Incorporated by reference to the Eastman
Quarterly Report on Form 10-Q for the quar
ended March 31, 2001, Exhibit 10.)

(12) Statement Re Computation of Ratio of Earnings

(21) Subsidiaries of Eastman Kodak Company.

(23) Consent of Independent Accountants.
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Eastman Kodak Company and Subsidiary
Index to Exhibits (continued

Exhibit
Number

(99) Eastman Kodak Employees' Savings and Investmen
Report on Form 11-K for the fiscal year ended
(to be filed by amendment).
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December 30, 2001



Exhibit (10) G.
Amendment to Eastman Kodak Company 1990 Omnibug{J@rm Compensation Plan
This amendment amends the Eastman Kodak ComparyQ8thibus Long-Term Compensation Plan, effectivefdéovember 12, 2001.
Section 6 of the Plan entitled "Term" is amendeiisirentirety to read as follows:

The Plan shall become effective as of Februar@@01subject to its approval by the Company's $iwdders at the 1990 annual meeting. No
awards shall be exercisable or payable before appod the Plan has been obtained from the Compahdreholders. Except as is require
implement the Stock Option Exchange Program, Awaiitisiot be granted pursuant to the Plan afteudayn 31, 1995.

The Plan is amended to add the following as nevii@e8(f):
(f) Stock Option Exchange Program

() In General. As soon as reasonably possiblefdilg January 25, 2002, the Company will be peedito implement the Stock Option
Exchange Program. Under this program, Eligible Exy@és will be offered a one-time opportunity tocete cancel all of their current stock
options in exchange for the grant of new stockarsj with such new options to be granted no less $ix months and one day following the
date the current options are cancelled, at a pgesl to 100% of the fair market value of the ComrBtock, as determined by the Commit
on such date of grant. The Exchange Ratio(s) ®ptiogram will be chosen by the Committee usinigsasasis the Black-Scholes stock
option valuation model. All of the new stock optowill have the same vesting terms as the surreddgptions they replace. Each new op
will have a term equal to the remaining term of $herendered option it replaces. All of the otlegnts and conditions of the new options will
be identical to the surrendered stock options teplace. The top six most senior executive officdérthe Company will not be eligible to
participate in the program. The program will beistured so that the Company avoids incurring fimgraccounting charge



(i) Administration. The Committee will have totahd exclusive responsibility to control, operateniage and administer the Stock Option
Exchange Program in accordance with its terms dnidesauthority that may be necessary or helgiénable it to discharge its
responsibilities with respect to the program. Withiimiting the generality of the preceding sengrtbe Committee will have the exclusive
right to:

interpret the program, decide all questions coriograligibility for and the amount of Awards payahinder the program, construe any
ambiguous provision of the program, correct anadif supply any omission, reconcile any inconsisge and decide all questions arising in
the administration, interpretation and applicatidthe program. The Committee will have full digtwaary authority in all matters related to
the discharge of its responsibilities and the egerof its authority under the program, includingthout limitation, its construction of the
terms of the program and its determination of bligy for the program. It is the intent of the gram that the decisions of the Committee and
its actions with respect to the program will beafiand binding upon all persons having or claintm@pave any right or interest in or under the
program.

(iif)Foreign Jurisdictions. In order to facilitaparticipation in the Stock Option Exchange Progkanthose Eligible Employees who are
employed by the Company outside the United Statewljo are foreign nationals temporarily within theited States), the Committee may
provide for such modifications and additional teransl conditions ("special terms") to the progranth@sCommittee may consider necessary
or appropriate to accommaodate differences in Itzo®) policy or custom, or to facilitate administoat of the program. The special terms may
provide that the grant of an Award is subject foaplicable governmental or regulatory approvadthier compliance with local legal
requirements and/or (2) execution by the Eligibhedoyee of a written instrument in the form spexifby the Committee, and that in the
event such conditions are not satisfied, the grdlhbe void. The special terms may also providatthn Award will become exercisable or
redeemable, as the case may be, if an Eligible &yepls employment with the Company ends as a refswibrkforce reduction, realignment
or similar measure and the Committee may designatrson or persons to make such determinatioa ffmcation. The Committee may ad

or approve sub-plans, appendices or supplements &snendments, restatements, or alternative vexsif) the program as it may consider
necessary or appropriate for purposes of implemegratny special terms, without thereby affectingtérens of the program.

(iv) Stock Appreciation Rights. All SARs granteddem the Plan will be eligible for the Stock OptiBrchange Program on essentially the
same terms and conditions as those that will afgpstock options granted under the P



(v) Definitions. Any defined term used in this sentwhich is not defined elsewhere in the Plan héil’e that meaning given to it by the
Committee in its sole and absolute discret



Exhibit (10) I.
Amendment to Eastman Kodak Company 1995 Omnibug{J@rm Compensation Plan
This amendment amends the Eastman Kodak ComparbyQ8thibus Long-Term Compensation Plan, effectivefdéovember 12, 2001.
Section 1.2 of the Plan entitled "Term" is ameniteits entirety to read as follows:

The Plan shall become effective as of Februan®251subject to its approval by Kodak's sharehsldethe 1995 Annual Meeting of the
Shareholders. No Awards shall be exercisable oalpaybefore approval of the Plan has been obtdined Kodak's shareholders. Awards
shall not be granted pursuant to the Plan afteeber 31, 1999; except that the Committee may gxamairds after such date in recognition
of performance for Performance Cycles commenciiay po such date and except as may be requiredrihddéerms of the Stock Option
Exchange Program.

Section 6.1 of the Plan entitled "Available Shaiissimended to add the following after the secamdesice of such section:

Notwithstanding the preceding, any shares of Com8tork related to Awards that are cancelled puitsigatiie terms of the Stock Optii
Exchange Program will be available for grant urttierterms of such program.

The last sentence of Section 8.2 of the Plan edtifTerms and Conditions of Stock Options" is aneehid its entirety to read as follows:

Except as set forth in Section 8.7, stock optidrai siot be repriced, i.e., there shall be no gadira stock option(s) to a Participant in
exchange for a Participant's agreement to caniwellaf a highe-priced stock option(s) that was previously grarteguch Participan



The Plan is amended to add the following as nevti&e8.7:
8.7 Stock Option Exchange Program

(@) In General. As soon as reasonably possiblevitig January 25, 2002, the Company will be peadito implement the Stock Option
Exchange Program. Under this program, Eligible Exy@és will be offered a one-time opportunity tocete cancel all of their current stock
options in exchange for the grant of new stockangj with such new options to be granted no less #ix months and one day following the
date the current options are cancelled, at a pgerl to 100% of the fair market value of the ComrBtock, as determined by the Commit
on such date of grant. The Exchange Ratio(s) ®ptiogram will be chosen by the Committee usinigsasasis the Black-Scholes stock
option valuation model. All of the new stock optsorill have the same vesting terms as the surreddwmptions they replace. Each new op
will have a term equal to the remaining term of $herendered option it replaces. All of the otlegnts and conditions of the new options will
be identical to the surrendered stock options teplace. The top six most senior executive officdérthe Company will not be eligible to
participate in the program. The program will beistared so that the Company avoids incurring fimgraccounting charges.

(b) Administration. The Committee will have totaldaexclusive responsibility to control, operate nage and administer the Stock Option
Exchange Program in accordance with its terms Hnidesauthority that may be necessary or helgiénable it to discharge its
responsibilities with respect to the program. Withiimiting the generality of the preceding senegritbe Committee will have the exclusive
right to:

interpret the program, decide all questions coriograligibility for and the amount of Awards payahinder the program, construe any
ambiguous provision of the program, correct anadief supply any omission, reconcile any inconsisge and decide all questions arising in
the administration, interpretation and applicatidnhe program. The Committee will have full digtweary authority in all matters related to
the discharge of its responsibilities and the agerof its authority under the program, includingthout limitation, its construction of the
terms of the program and its determination of bllgy for the program. It is the intent of the jgram that the decisions of the Committee and
its actions with respect to the program will beafiand binding upon all persons having or claintm@pave any right or interest in or under the
program.



(c) Foreign Jurisdictions. In order to facilitaterficipation in the Stock Option Exchange Prograntimse Eligible Employees who are
employed by the Company outside the United Statewljo are foreign nationals temporarily within theited States), the Committee may
provide for such modifications and additional teransl conditions ("special terms") to the progranth@sCommittee may consider necessary
or appropriate to accommodate differences in Itzoa) policy or custom, or to facilitate administoat of the program. The special terms may
provide that the grant of an Award is subject foaplicable governmental or regulatory approvadthier compliance with local legal
requirements and/or (2) execution by the Eligibhedioyee of a written instrument in the form spexifby the Committee, and that in the
event such conditions are not satisfied, the grdlhbe void. The special terms may also providatthn Award will become exercisable or
redeemable, as the case may be, if an Eligible &yepls employment with the Company ends as a refswibrkforce reduction, realignment
or similar measure and the Committee may designatrson or persons to make such determinatioa ffmcation. The Committee may ad

or approve sub-plans, appendices or supplements &nendments, restatements, or alternative vessif) the program as it may consider
necessary or appropriate for purposes of implemegratny special terms, without thereby affectingtérens of the program.

(d) Stock Appreciation Rights. All SARs granted anthe Plan will be eligible for the Stock Optiordaange Program on essentially the
same terms and conditions as those that will afgptock options granted under the Plan.

(e) Definitions. Any defined term used in this sectwhich is not defined elsewhere in the Plan hél/e that meaning given to it by the
Committee in its sole and absolute discret



Exhibit (10) M.
November 9, 200

Martin M. Coyne
(address intentionally
omitted)

Re: Retention
Dear Marty:

Your contributions and professional talents corgitm be a great asset to Kodak. In this regarmh pkeased to inform you of your eligibility
for a special retention package to encourage yoert@in employed with Kodak until at least yourtbbirthday on February 7, 2004. This
letter describes the features of this package. Gigred by both parties, the letter will constitateagreement between Eastman Kodak
Company ("Kodak") and you. For purposes of thiteletigreement, the term "Company"” will refer to Ekdnd all of its subsidiaries and
affiliates.

1. Retention

In consideration for remaining employed with Kodakough February 7, 2004, Kodak agrees to provaleayspecial retention package.
Under this package, Kodak will, subject to youis§attion of the terms of this letter agreementréase your annual target award under the
EXCEL program, enhance your retirement income bigrafard you an additional 50,000 stock optiondarthe management grant
scheduled for November 16, 2001 and provide yopeaial severance benefit. The remaining sectionisfetter agreement detail the terms
and conditions of this retention package.

2. EXCEL

Effective January 1, 2002, your new target annualrd under the Executive Compensation for Excetleanad Leadership Program
("EXCEL") will be increased from 72% to 85% of yoamnual base salary. Thus, your new total targeti@ncompensation will be
$1,295,000



3. Enhanced Retirement Income Benefit

A. In General. Kodak agrees to enhance the retintimenefits you may become entitled to under thdakdretirement Income Plan
("KRIP"), the Kodak Unfunded Retirement Income P(&QURIP"), and the Kodak Excess Retirement IncdPfen ("KERIP"). Assuming
you satisfy the conditions of Section 3(B) belovd aubject to the offset provisions contained inti®ec3(D) below, Kodak agrees
calculate your retirement income benefit under KRIBRIP and KERIP: (1) in accordance with the tewh&RIP, KURIP and KERIP as in
effect on the date of this letter; and (2) basedm@additional 8 years of deemed service. Thisitimgdof deemed service will apply for
purposes of establishing: (i) the total amountafry'Vesting Service" under KRIP, KURIP and KER(W; the total amount of "Accrued
Service" used to calculate your KRIP, KURIP and KERetirement benefits and rights to those beneditsl (iii) your "Total Service" for
purposes of determining the applicability of anylyeeetirement reduction factor contained in KRKJRIP and KERIP. This crediting of 8
additional years of service applies solely for thparposes and is not intended to enhance any Ktk benefit or compensation to which
you may become entitled, including, but not limitedany survivor income benefit that may becomgapée under KRIP or any oth
company plan as a result of your death. The 8 y&failsemed "Accrued Service" credited to you uribisrsection will be treated as post-
1995 Accrued Service and, therefore, will not bestainto account for purposes of calculating yoe-p996 Accrued Benefit under
Section 5.02(a)(3) of KRIP.

B. Continuous Employment. In order to receive thiamnced retirement income benefit described ini@e8(A) above, you must remain
continuously employed by Kodak until your 55th bithy on February 7, 2004. Thus, except as provided

Section 3(C) below, if your employment terminatessdny reason, whether voluntarily or involuntaribyior to your 55th birthday, you will
not be entitled to receive the enhanced retireimeaime benefit described in Section 3(A) above.

C. Termination For Other Than Cause or DisabiMgtwithstanding Sections 3(A) and 3(B) above todbatrary, if prior to your 55th
birthday on February 7, 2004, Kodak terminates yauaployment for other than "Cause" or "Disabilitygs' those terms are defined below, or
if you terminate your employment for "Good Reasa@s 'defined below, you will remain eligible for ttehanced retirement income benefit
described in Section 3(A) above.

D. Offset. The amount of the retirement income figr€any, provided to you under this Section 8l\Wwe offset by the retirement income
benefit payable to you under the terms of KRIP, KRIBnd KERIP, and any successor plan(s) the



E. Payment. The amount of the enhanced retirenegfl, if any, payable to you under this SectionilB (i) be paid in such form(s) as
Kodak, in its discretion, determines; (ii) be paigt of Kodak's general assets, not under KRIB;r{ot be funded in any manner; (iv) be
included in your gross income as ordinary incombject to all income and payroll tax withholdingjuéred to be made under all applicable
laws; and

(v) not be grossed up or be given any other sptsctaireatment by Kodak.

F. Employee Benefit Plan. To the extent the terfrthie enhanced retirement benefit constitute anpleyee benefit plan” under

Section 3(3) of the Employee Retirement Income Bgcact of 1974 ("ERISA"), the Senior Vice PresidgEastman Kodak Company and
Director, Human Resources shall be the plan adtmatig of the plan. The plan administrator shalldhéotal and exclusive responsibility to
control, operate, manage and administer the placéordance with its terms and all the authorigt thay be necessary or helpful to enable
him/her to discharge his/her responsibilities wéhpect to the plan. Without limiting the geneyatif the preceding sentence, the plan
administrator shall have the exclusive right teeipret the plan, decide all questions concerniiggbdity for and the amount of benefits
payable under the plan, construe any ambiguoussmoovof the plan, correct any default, supply anyission, reconcile any inconsistency,
and decide all questions arising in the adminigtmatinterpretation and application of the planeThan administrator shall have full
discretionary authority in all matters relatedhe tlischarge of his/her responsibilities and trex@se of his/her authority under the plan,
including, without limitation, his/her constructiaf the terms of the plan and his/her determinatibaligibility for benefits under the plan. It
is the intent of the plan, as well as both pattieeto, that the decisions of the plan administratal his/her action with respect to the plan
shall be final and binding upon all persons hawinglaiming to have any right or interest in or anthe plan and that no such decision or
actions shall be modified upon judicial review wdeuch decision or action is proven to be arlyitbaicapricious.

G. Cause. For purposes of this Section 3, "Causa!l mean:

i. your continuous failure for a period of at le88tcalendar days following delivery to you of dtten notification from Kodak's Chief
Executive Officer or President to bring the useaktomary and reasonable functions of your posttom satisfactory level; or

ii. your failure to follow a lawful written direote of the Chief Executive Officer or President



iii. your willful violation of any material rule,agulation, or policy that may be established frametto time for the conduct of Kodak's
business; or

iv. your unlawful possession, use or sale of nagsair other controlled substances, or performaigduties while illegally used controlled
substances are present in your system; or

v. any act of omission or commission by you inshepe of your employment (a) which results in tsgeasment of a civil or criminal penalty
against you or Kodak, or (b) which in the reasoeaitigment of your supervisor could result in agriat violation of any foreign or U.S.
federal, state or local law or regulation having thrce of law; or

vi. your conviction of or plea of guilty or no cast to any crime involving moral turpitude; or

vii. any misrepresentation of a material fact toconcealment of a material fact from, your supswior any other person in Kodak to whom
you have a reporting relationship in any capaaity

viii.your breach of the Eastman Kodak Company Emgés’' Agreement or the Kodak Business Conduct Guide

H. Disability. For purposes of this letter agreemébisability” shall mean disability as definedder the terms of the Kodak Long-Term
Disability Plan.

I. Good Reason. "Good Reason" means your volut¢angination of employment within thirty (30) daykam involuntary reduction in your
total annual compensation (i.e., base salary aget&XCEL award) by more than ten percent (10%).

J. Definitions. Any defined term used in this SewetB, other than those specifically defined hereili,have the same meaning for purpose
this document as that ascribed to it under KRIP.

4. November 16, 2001 Stock Option Award

As an additional inducement to incent you to rensamployed until your 55th birthday, Kodak will irase by 50,000 options the amount of
your stock option award under the management siptikn grant scheduled for November 16, 2001. T€s@00 stock options will b

granted to you under the terms of the 2000 Omniiloung-Term Compensation Plan, vest in three consecutjualeannual installments on t
first three anniversaries of the date of grantlaawke a term of ten years. The options will havexarcise price equal to the mean between the
high and low at which Eastman Kodak common stoattds on the New York Stock Exchange on Novembe2(®1.



The specific terms, conditions and restrictionshdd stock option grant will be contained in an edvaotice delivered to you shortly after yc
execution of this letter agreement.

5. Severance Benefit

A. In General. Under the retention package, yollvéleligible for a special severance benefitribipto your 55th birthday, Kodak termina
your employment for reasons other than "Cause;Daability,” as those terms are defined above, &odill, subject to your satisfaction
the terms of this letter agreement, provide youstinerance benefit described in this Section 5.

This severance benefit will be paid to you in l@fany other severance benefit, payment or allo@adhat you would otherwise be eligible
for, except any benefits payable to you under K&sd@krmination Allowance Plan ("TAP") or any sucmsplan thereto. To the extent,
however, you are eligible for a termination allowarbenefit under TAP (or any successor plan), éhersince benefit payable to you under
this Section 5 will be reduced by the amount ohsigemination allowance benefit.

In no event will any of the severance benefit bendfits bearing." In other words, the amount ofgleerance benefit will not be taken into
account, or considered for any reason, for purposdstermining any company provided benefits anpensation to which you may become
eligible.

B. Severance Allowance. Kodak will pay you a semeesallowance equal to two (2) times your therdlttdrget annual compensation.” For
this purpose, "total target annual compensatiorédimg/our then annual base salary plus your thgettannual award under EXCEL. This
severance allowance will be paid in equal conseeuii-monthly payments over the two

(2) year period commencing on the date of your ieation of employment. Kodak will withhold from tlseverance allowance all income,
payroll and employment taxes required by applicédheor regulation to be withheld.

C. Continuation of Existing Health and Dental Caggs. Your existing elections under the Kodak Madissistance Plan ("Kmed") and the
Kodak Dental Assistance Plan ("Kdent") will be dooed, and fully paid by Kodak, until last day bétfourth month immediately following
the month of your termination of employment.

D. Retraining Allowance. You will be eligible forratraining allowance benefit of up to $5,000. Tiénefit will be provided to you in the
same manner, and on the same terms and condiisifsyou were a "Former Employee" eligible to iigee retraining allowance pursuant to
Article 7 of TAP. All retraining allowance benefitgll be subject to all income, payroll and emplagmhtax withholdings required by
applicable law or regulation to be withhe



E. Outplacement Services. You will also be eligiloleoutplacement services. This benefit will beypded to you in the same manner, and on
the same terms and conditions, as if you weretdéidor "Outplacement Services" pursuant to Artiglef TAP.

F. Approved and Permitted Reason. Your terminatioemployment will be for a Permitted Reason forgmses of any stock options and
restricted stock held by you at the time of youmi@ation of employment. In addition, Kodak managetwill recommend to the Executive
Compensation and Development Committee that yomitation of employment be an Approved Reason tmppse of any stock options,
restricted stock and awards under the Performatusk #rogram that are held by you at the time efrytermination of employment.

G. Agreement, Waiver and Release. In order to vedhie severance benefit under this Section 5nyast execute immediately prior to your
termination of employment a waiver, general relesasd covenant not to sue in favor of Kodak (ther&gnent, Waiver and Release"), in a
form satisfactory to the Senior Vice PresidenttiBasn Kodak Company and Director, Human Resources.

H. Forfeiture. In the event that you violate angypsion of this letter agreement, the Agreementjyafaand Release or your Eastman Kodak
Company Employees' Agreement, in addition to, astdmlieu of, any other remedies that Kodak magspe against you, you will
immediately forfeit any severance benefit payablgdu under this Section 5 and, if already paidj wil immediately repay all amounts
previously paid to you pursuant this section.

6. Non-Solicitation of Employees or Customers

In partial consideration for the retention packagder this letter agreement, you agree that duniadgwo (2) year period immediately
following your termination of employment, regardiesf the reason for your termination, you will mirectly or indirectly recruit, solicit or
otherwise induce or attempt to induce any of Koslakhployees or independent contractors to termthaieemployment or contractual
relationship with the Company or work for you oyanher entity in any capacity, or solicit or atjgnto solicit the business or patronage or
any of the Company's actual or prospective clientstomers, or accounts with respect to any teclgines, services, products, trade secret
other matters in which the Company is act



7. Injunctive Relief

You acknowledge by accepting the retention benafitder this letter agreement that any breach eatkned breach by you of any term of
Section 6 cannot be remedied solely by the recoskdamages or the withholding of benefits and Koddl therefore be entitled to an
injunction against such breach or threatened breattiout posting any bond or other security. Nothirverein, however, will prohibit Kodak
from pursuing, in connection with an injunctionatherwise, any other remedies available at lawqoitg for such breach or threatened
breach, including the recovery of damages.

8. Miscellaneous

A. Confidentiality. You agree to keep the contemd @xistence of this letter agreement confidemtkalept 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 portia
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, andriteipretation 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 begddrmodified, or amended, except in a writing eijby 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 tbatrary, 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.

* % %



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 8(A) above, and as a rdslijt understand its terms and conditions; and

2. You accept the terms and conditions set forthimletter agreement; and

3. This letter agreement supersedes and replagesndnall agreements or understandings whethetenrdr oral that you may have with
Kodak, or any subsidiaries or affiliates, concegriime subject matter hereof.

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 within five (5) dawf your receipt of this letter agreement. Thaaol gnd best wishes towards your continuing
successes at Kodak.

Very truly yours,
Michael P. Morley
| agree to the terms and conditions of this leitgneement.

Signed:
Martin M. Coyne

Dated:



Exhibit (10) P.
December 1, 2001

Eric L. Steenburgh
(address intentionally
deleted)

Re:Termination of Employment
Dear Eric:

This letter agreement addresses the terms andtmsdof your termination of employment from Easitnkédak Company ("Kodak"). As
you are aware, your offer letter with Kodak datedrth 12, 1998 (the "Offer Letter") already stipaksome terms and conditions of y
termination of employment. In particular, your Offetter describes the severance and retiremerfit@gou are eligible for upon your
termination of employment. Subject to your satistatof the terms and conditions of this letteremgment, Kodak is amenable to the
following additional and amended terms and condgiof your termination of employment.

Once signed by both parties, this letter will cdngt an agreement between Kodak and you. For gespof this letter, the term "Company'
will collectively refer to Kodak and all its subgudies and affiliates.

1. Termination Date
As we have previously discussed, it is hereby abtieat your employment by Kodak will terminate oprA 1, 2002 (the "Termination Date
2. Responsibilities

During the remainder of your employment by Kodad ill continue to perform you present duties aesponsibilities until they are
transitioned to your successor(s).

3. Health Care

Your existing elections under the Kodak Medical issmnce Plan ("Kmed") and the Kodak Dental AssistaRlan ("Kdent") will be

continued, and fully paid by Kodak, until last dafythe fourth month immediately following the mortthyour termination of employment.
Upon conclusion of this four-month period, you viié able to continue your health and dental covesdgr a limited period of time by
electing COBRA continuation coverage. For more itletagarding how to elect COBRA continuation cag®, please see "You and Kodak."
Following the expiration of your COBRA coverageuywill have the ability under both state and fetiera to convert to a direct bill plan.
Attachment 1 to this letter agreement describeg Bltoss Blue Shield of the Rochester Area's existélection of direct bill plan:



4. Management Variable Compensation Plan

Assuming awards are paid under the Management Mar@ompensation Plan ("MVCP") for the 2001 perfante year, you will continue to
be eligible for such an award pursuant to the tesfribe plan. Any award earned will be paid in 2@d2he same time the other participant
the plan receive their awards. You will not be iblig for an award under the plan for the 2002 penfince period.

5. Performance Stock Program

Kodak management will recommend to the Executiven@ensation and Development Committee of the BoaRirectors of Kodak (the
"Compensation Committee") that your terminatiortieated as for an "Approved Reason" for purposeseo2000-2002 and 2001-2003
Performance Cycles of the 2000 Omnibus Long-Termm@mnsation Plan (the "2000 Omnibus Plan"). Thus,will remain eligible to
receive an award for each of these performancesyélny award earned by you will be paid in therfmf Common Stock free of any
restrictions on the cycle's respective Award Payrbearte. To the extent the Compensation Committaatgrawards under the performance
cycle, your award will be pro-rated based upon yength of service during the cycle.

As required under the terms of your Offer Letteodiik management will also recommend to the Compiens@8ommittee that your
termination of employment be treated as an Apprd¥edson for purposes of your awards under the Peaface Stock Program for the 1996-
1998 and 1997-1999 Performance Cycles.

6. Stock Options

Given your impending termination of employment, yeere not awarded any stock options under the Nbeerh6, 2001 grant under the
management stock option program.

Kodak management will, however, recommend to then@msation Committee that your termination of emplent be treated as an
Approved Reason for purposes of any Kodak stoclongtheld by you at the time of your terminatioreaiployment. Absent this treatment,
your unvested stock options would be immediateffefted upon your Termination Date and you woulgéhanly 60 days in which t
exercise your vested stock options. Assuming the@gmsation Committee agrees with Kodak's recomntemdagou will not forfeit any
Kodak stock options by virtue of your terminatidnemnployment. Please note, however, that your optigill still be subject to forfeiture
should you engage in any of the conduct proscribekticle 14 of the 2000 Omnibus Ple



7. Other Awards

Kodak management will also recommend to the Corgters Committee that your termination of employmieatireated as an Approved
Reason for purposes of the grant of restricteckstiods you received on January 16, 2001. In aolditas required under the terms of your
Offer Letter, Kodak management will recommend ® @ompensation Committee that your terminationngpleyment be treated as an
Approved Reason for purposes of the restrictedkstoard you received as a hiring bonus under ttmeg®f the Offer Letter.

8. Release

As a condition of receiving the severance bendgiscribed in your Offer Letter, you are requiredigm an agreement, waiver and release.
This document is annexed to this letter agreemeitdalendum A. In the event you either fail to siggnonce signed, make an effective
revocation of Addendum A, you will not be entitiedany severance benefits, nor any of the otheefiterdescribed in this letter agreement.

9. Employees' Agreement

During your employment by Kodak, you signed an 'tBeas Kodak Company Employee's Agreement" in whioh gffirmed your obligation
not to disclose Company trade secret, confidentiglroprietary information. Further, you agreed twoéngage in work or activities on behalf
of a competitor of the Company's in the field iniethyou were employed by Kodak for a period follagitermination of your employment
Kodak equal to the total number of months you veanployed by Kodak, but in no event more than twéoty (24) months. By signing this
letter agreement, you reaffirm the Employee's Agrerst and agree that it is in full force and effedthout amendment or modification.

10. Cooperation

In partial consideration for the benefits providedler this letter agreement, you agree to coopértyenith Kodak from now to the date of
your termination of employment and thereafter duyitime two (2) year period following your termination all matters relating to yo
employment and termination of employment, the fitaorsof your duties and responsibilities to youcsessor(s), and the conduct of Kodak's
business. You further agree during such period®tperate fully with Kodak regarding, and condukcbfyour actions, statements and
communications in a manner consistent with, theanoement by Kodak of your termination of employin



11. Nondisparagement

In partial consideration for the benefits providedler this letter agreement, you also agree thangithe period commencing on the date of
this letter and ending on the second anniversatiief ermination Date, you will not in any way dispge, make any statement, or take any
action which is adverse, inimical or otherwise mheéntal to the interests of Kodak or its subsidigrr affiliates or their respective current or
former officers, directors, and employees or cargeof such persons embarrassment or humiliatiair@rwise cause or contribute to such
persons being held in disrepute by the public cdddds or its subsidiaries' or affiliates' sharebdddclients, customers, employees or
competitors.

12. Non-Solicitation of Employees or Customers

In partial consideration for the benefits undes tletter agreement, you agree that during the ge@donmencing on the date of this letter and
ending on the second anniversary of the Terminddiate, you will not directly or indirectly recrugplicit or otherwise induce or attempt to
induce any of the Company's employees or indepéaruenractors to terminate their employment or cacttial relationship with the
Company or work for you or any other entity in a@pacity, or solicit or attempt to solicit the mess or patronage of any of the Company's
actual or prospective clients, customers, or acsowith respect to any technologies, services, yots] trade secrets, or other matters in
which the Company is active.

13. Injunctive Relief

You acknowledge by accepting the benefits underlditer agreement that any breach or threateresttbhrby you of any term of Sections 10,
11 or 12 cannot be remedied solely by the recosEdamages or the withholding of benefits and Koddktherefore be entitled to an
injunction against such breach or threatened bregttiout posting any bond or other security. Noghirerein, however, will prohibit Kodak
from pursuing, in connection with an injunctionatherwise, any other remedies available at lawqaitg for such breach or threatened
breach, including the recovery of damages.

14. Remaining Terms of Offer Letter

All of the remaining terms of the Offer Letter,ttte extent they are not inconsistent with the teoirthis letter agreement, will remain in full
force and effect, without amendment or modification

15. Miscellaneous

A. Confidentiality. You agree to keep the contemd @xistence of this letter confidential except @ may review it with your attorney,
financial advisor or spouse. Prior to any suchldiae, you agree to advise these individuals @ictnfidential nature of this letter agreen
and the facts giving rise to it as well as theiligdtions to maintain the confidentiality of thistter agreement and the facts giving rise t



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 portia
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 will not
control, affect the meaning, or be taken as therjmetation of any provision of this letter agreeme

D. Applicable Law. This letter agreement, andiiteripretation and application, will be governed aadtrolled by the laws of the State of
New York, applicable as though to a contract madsgew York by residents of New York and wholly te performed in New York withot
giving effect to principles of conflicts of lawsidputes arising under this letter agreement wilatgidicated within the exclusive jurisdiction
of a state or federal court located in Monroe CpuNew York. Neither party waives any right it miagve to remove such an action to the
United States Federal District Court located in d@enCounty, New York.

E. Amendment. This letter agreement may not begddmodified, or amended, except in a writing seijby both you and Kodak which
expressly acknowledges that it is changing, modgyr amending this letter agreement.

F. Forfeiture. In the event that you violate angvision of this letter agreement, including AddemdtA", or your Eastman Kodak Company
Employee's Agreement, in addition to, and notén Ibf, any other remedies that Kodak may pursumsiggou, no severance benefits or any
other payments or benefits will be made to you ineder and you agree to immediately repay all mopiegiously paid to you pursuant to

this letter agreement. In such event all other igious of this letter agreement will remain in fidkce and effect as though the breach had not
occurred.

Your signature below means that:

1. You have had ample opportunity to discuss thedeand conditions of this letter agreement wittatiarney and/or financial advisor of y«
choice and as a result fully understand its temusanditions; and

2. You accept the terms and conditions set forthimletter agreement; al



3. This letter agreement, including in particutarreference regarding the continuing effectivermddhe Eastman Kodak Company
Employee's Agreement, supersedes and replacesdraflaagreements or understandings whether writteral that you may have with
Kodak, concerning your termination of employmend any special or other separation, terminatiortomnpensation arrangement.

If you agree to the foregoing, please sign and thasdetter agreement in the spaces provided heliivee signed and dated, please return this
letter agreement directly to my attention.

Very truly yours,
Michael P. Morley
| accept the terms and conditions of this letteeament.

Signed:
Eric L. Steenburgh

Dated:



ADDENDUM A
AGREEMENT, WAIVER AND RELEASE
NOTICE:YOU ARE ADVISED TO CONSULT WITH AN ATTORNEY PRIOR TO EXECUTING THIS AGREEMENT.

This Agreement, Waiver and Release (the "Agreeméntl contract between the undersigned employari() who is terminating
employment on the 1st day of April, 2002 and yauptyer, the Eastman Kodak Company ("Kodak").

1. Benefits

In consideration for signing this Agreement, yoll véiceive the benefits ("Severance Benefits") dbesd in the letter agreements between
yourself and Kodak dated March 12, 1998 and Decerhp2001, to which this Agreement is attached ddelndum A

2. Release

In consideration for the Severance Benefits, yaelherelease and discharge Eastman Kodak Compargald, its parent corporations,
subsidiaries, affiliates, successors and assighshair respective directors, officers, employess agents (hereinafter collectively referred to
as the "Releasees"), both individually and in tldicial capacity, from all claims, actions andusas of action of any kind, which you, or
your agents, executors, heirs, or assigns evemuadhave, or may have, whether known or unknowra eesult of your employment by
termination of employment from Kodak. This Agreemieicludes, but is not limited to, the followingiaaction or cause of action asserted or
which could have been asserted under the Age Digtation In Employment Act of 1967, Title VII of éhCivil Rights Act of 1964, the New
York Human Rights Law, the New York Labor Law, tamployee Retirement Income Security Act, the Ansrgwith Disabilities Act, the
Fair Labor Standards Act, the National Labor RetadiAct or the Equal Pay Act, all as amended; ddn wrongful discharge, unjust
dismissal, or constructive discharge; claims fedoh of any alleged oral, written or implied coatraf employment; claims for salary,
severance payments, bonuses or other compenséimy &ind; claims for benefits; claims for libslander, defamation and attorneys' fees;
and any other claims under federal, state or Isizlte, law, rule or regulation.

BY SIGNING THIS AGREEMENT, YOU GIVE UP ANY RIGHT YO MAY HAVE TO BRING A LAWSUIT OR RECEIVE A
RECOVERY ON ANY CLAIM AGAINST KODAK AND THOSE ASSOCATED WITH KODAK BASED ON ANY ACTIONS,
FAILURES TO ACT, STATEMENTS, OR EVENTS OCCURRING FBR TO THE DATE OF THIS AGREEMENT, INCLUDING
CLAIMS THAT IN ANY WAY ARISE FROM OR RELATE TO YOUREMPLOYMENT WITH KODAK OR THE TERMINATION OF
THAT EMPLOYMENT.

3. Release Exclusions

Excluded from the scope of this Release are clfamthe compensation and benefits described ontiXH," a copy of which is annexed
hereto and made a part here



4. Termination Date
You hereby acknowledge that you will terminate friimdak on April 1, 2002.
5. No Future Lawsuits

In addition to any and all other obligations youyniave under the terms of this Agreement, you ségmarately and independently covenant
and agree that you will not sue Releasees upomfie claims that you have released in SectiohtBis Agreement. You further agree not
to assist any other person or entity in bringing kamvsuit against Kodak in any state or federalrtanless such restriction is prohibited by
law.

6. Cooperation

You understand that, Kodak may need your contiraoegberation and involvement with various pieceltigfation and other legal matters
which are pending at the time of your terminatideimployment or which may arise thereafter. Inliertconsideration of the Severance
Benefits, you agree, at Kodak's request from tionnie, to cooperate with Kodak in its efforts fehd and/or pursue any such litigation or
other legal matters. You will provide this assisgto Kodak at no additional remuneration beyomrdSbverance Benefits. When performing
these services at Kodak's request, except whehéyiter by law, Kodak will reimburse you for reasdue travel and lodging expenses that
you incur upon submission of documentation accéptabkodak. By way of illustration and not by waf/limitation, the types of servict

that may be requested of you under this Sectiortlaide: attending strategy sessions, attendingapaéipns for trial, appearing at depositions,
executing affidavits and testifying at trials.

7. Return of Kodak Property

Whether or not you sign this Agreement, you, asrainating employee, are reminded that prior toryietmination of employment you must
return to Kodak, (i) all documents, and other thteyitems, and any copies, that are in your pogsess control and which contain
confidential information in written, magnetic othet form and shall have not given such documetaisis, or copies to anyone other than
another Kodak employee; and (i) all other Kodaggarty within your possession including, but notited to, office keys, identification
badges or passes, Kodak credit cards, automohiteiscomputer equipment and software. You understadcacknowledge your continuing
obligation regarding the disclosure of confidentabprietary and trade secret information which ave obtained during your employment
with Kodak.



8. Eastman Kodak Company Employees' Agreement

Whether or not you sign this Agreement, you, asrminating employee, are reminded that the Easttoalak Company Employees'
Agreement (the "Employees' Agreement") enteredletoveen Kodak and yourself remains in full forod affect after termination of your
employment. Under the Employees' Agreement, yofiineed your obligation not to disclose Kodak traskerets, confidential or proprietary
information. Also, under the terms of the Emploge&yreement, you agreed not to engage in work tiriées on behalf of a competitor of
Kodak's in the field in which you were employediydak for a period following termination of your ptayment equal to the total numbel
months you were employed by Kodak, but in no evente than twenty four (24) months.

9. Breach

You agree that if a legal proceeding finds youatelany part of this Agreement or the EmployeeseAgent described in Section 8 above,
you will be responsible for all costs incurred bgd@k that flow from that violation, including Kodakegal fees and other costs associ
with any legal action that arises from that vialati You also agree that if you violate any parthig Agreement or the Employees' Agreerr
you will not be entitled to the Severance Bene

You further agree that any breach or threateneachbrby you of this Agreement cannot be remedieelysbly the recovery of damages and
Kodak shall therefore be entitled to any injunctagainst such breach or threatened breach withasiing any bond or other security.
Nothing herein, however, shall be construed asipititig Kodak from pursuing, in connection with amjunction or otherwise, any oth
remedies available at law or equity for such breacthreatened breach, including the recovery ofiaiges.

10. Period of Review and Other Considerations
a. Date of Receipt. You acknowledge that you resmbihis Agreement on or prior to December 15, 2001.

b. Attorney Consultation. You acknowledge that yxawe had the opportunity to consult with an attgroieyour choice concerning this
Agreement.

c. Period of Review. You acknowledge that you Hasen given at least 21 days in which to consiagrisg this Agreement. You understand
that in the event you execute this Agreement withés than 21 days of the date of its deliverydo,you acknowledge that such decision
entirely voluntary and that you have had the opputy to consider this Agreement for the entireday period



d. Entire Agreement. This Agreement, including amtjzular its reference regarding the continuing@fveness of the Employees' Agreem
the letter agreement to which this Agreement eschtd and the attached Exhibit "A" set forth thérermgreement between Kodak and
yourself and supersede and render null and voicaadyall prior or contemporaneous oral or writtederstandings, statemer

representations or promises regarding the subjattenis) hereof. This Agreement does not, howesrgrersede the letter agreement to which
this Agreement is attached and the Employees' Aggaéwhich remain in full force and effect.

e. Governing Law. This Agreement shall be constiausdigoverned by the laws of the State of New Yuathout giving effect to principles «
conflicts of laws. If any provision of this Agreemténcluding, but not limited to, the waiver of ofes under any particular statute, should be
deemed unenforceable, the remaining provisiond, sbahe extent possible, be carried into efféadtjng into account the general purpose and
spirit of this Agreement.

f. Revocation of Agreement. You understand that lyave the right to revoke this Agreement withinagslof your signing it, and that this
Agreement shall not become effective or enforceahtd this 7 day period has expired. To revoks thgreement, you agree to notify in
writing: Chief Administrative Officer, Executive ¥& President, Eastman Kodak Company, 343 StatetSRechester, NY 14650. Unless so
revoked, this Agreement will be effective at 5:00

p.m. on such seventh day. You agree that if youcis@ your right to revoke this Agreement withid&ys, your termination of employment
will nevertheless occur, you will not be entitledthe Severance Benefits, and you will immediatetyrn to Kodak any consideration you
have already received.

YOU HAVE CAREFULLY READ AND FULLY UNDERSTAND ALL THE PROVISIONS OF THIS AGREEMENT, AND YOU ARE
ENTERING INTO THIS AGREEMENT VOLUNTARILY. YOU ACKNQVLEDGE THAT THE CONSIDERATION YOU ARE
RECEIVING IN EXCHANGE FOR EXECUTING THIS AGREEMENTS GREATER THAN THAT WHICH YOU WOULD BE
ENTITLED TO IN THE ABSENCE OF THIS AGREEMENT. YOUAVE NOT RELIED UPON ANY REPRESENTATION OR
STATEMENT, WRITTEN OR ORAL, NOT SET FORTH IN THISGREEMENT.



WITNESS MY SIGNATURE, THIS DAY OF , 200

Eric L.

Sworn to before me this
day of , 2002.

Notary Public

WITNESS MY SIGNATURE, THIS DAY OF , 2002.
Employer Representative Signature

Sworn to before me this

day of , 2002.

Notary Public

Steenburgh



Exhibit "A"

1. Claims for benefits to which you may be eligibleder the terms of the following benefit planssash plans may be amended from time to
time:

Kodak Retirement Income Plan, Kodak Unfunded Retast Income Plan, Kodak Excess Retirement Incorap & Eastman Kodak
Employees' Savings and Investment Plan.

2. Claims for expenses incurred by you or your ceddamily members prior to your termination of dayment under the Kodak Medical
Assistance Plan or the Kodak Dental Plan.

3. Claims for accrued, but unpaid and unused, litsneider the Vacation Plan.
4. Any claims that may arise after the date thise&gent is executed unrelated to your employmetiteotermination of your employment.
5. Claims for any amounts or awards due you urtteEastman Kodak Company 1982 Executive Deferredp@asation Plan.

6. Claims for benefits and compensation owing to yoder the letter agreements between you and Kdaigid March 12, 1998 and
December 1, 200:



December 28, 2001

Eric L. Steenburgh
(Address intentionally
omitted)

Re: Termination of Employment
Dear Eric:

Per your request, | have enclosed a copy of youweBwer 1, 2001 letter agreement with Kodak andtitched agreement, waiver and
release. Please note that your signature on tleeamgmt, waiver and release still needs to be exedgfore a notary. We can take care of
detail upon your return from Florida in February.

When we last met, you asked me to confirm sevelditianal matters concerning your termination ofpbmyment from Kodak. Specifically,
you inquired about your life insurance coveragejnymarticipation in Kodak's financial planning pram and your ability to keep your Kod
personal computer. Each of these matters is diedussiow.

1. Life Insurance

As you are aware, you are ineligible for retirde insurance coverage because you are neithersagétb 10 or more years of service or age
65. Given this, Kodak agrees to reimburse youHerdost of maintaining life insurance coverage uikdiée Plus Optional of up to one times
your present total target annual compensation yatilreach age 70. To receive this benefit, youtmpraperly elect to continue your Kli
Plus Optional coverage through MetLife.

The reimbursements of the costs of maintainingdbiserage will be treated as taxable income togmireported accordingly. Kodak will
withhold from the reimbursements all income andrpbiyaxes required to be withheld under applicdblieral, state and local law.

2. Financial Planning

As you have requested, you will remain eligiblgéaticipate in Kodak's financial counseling prograinkKodak's expense, for the two-year
period immediately following your termination of elayment. This same coverage is normally provided senior executive who retires
from the company. The cost to maintain this covenail be treated as taxable income to you andntepgaaccordingly



3. Personal Computer

It is understood that you presently have a commawyed personal computer at your residence thatugeuor business purposes. Given its
age, we understand that this computer is by pretantiards somewhat outdated. In light of this, @y retain this computer upon your
termination of employment. Please be advised, hewekie current value of the computer will be teelsdis taxable income to you and
reported accordingly.

* % %

Eric, | believe the foregoing responds to the isstmi have raised concerning your termination gbleyment. Should you have any further
guestions, please contact me.

Very truly yours,

Michael P. Morley



Exhibit (10) R.
Amendment to 2000 Omnibus Long-Term Compensation Bh
This amendment amends the 2000 Omnibus Long-Temmp@nsation Plan, effective as of November 12, 2001.
The last sentence of Section 8.2 of the Plan edtifTerms and Conditions of Stock Options" is aneehid its entirety to read as follows:

Except as set forth in Section 8.7, stock optidraisiot be repriced, i.e., there shall be no gadira stock option(s) to a Participant in
exchange for a Participant's agreement to canicegllaf a higher-priced stock option(s) that wasvpresly granted to such Participant.

The Plan is amended to add the following as nevti&e8.7:
8.7 Stock Option Exchange Program

(@) In General. As soon as reasonably possibleviiig January 25, 2002, the Company will be peadito implement the Stock Option
Exchange Program. Under this program, Eligible Exy@és will be offered a one-time opportunity tocete cancel all of their current stock
options in exchange for the grant of new stockarsj with such new options to be granted no lems $ix months and one day following the
date the current options are cancelled, at a pdcl to 100% of the fair market value of the ComrBtock, as determined by the Commit
on such date of grant. The Exchange Ratio(s) ®ptiogram will be chosen by the Committee usinigsasasis the Black-Scholes stock
option valuation model. All of the new stock optowill have the same vesting terms as the surreddgptions they replace. Each new op
will have a term equal to the remaining term of $herendered option it replaces. All of the otlegnts and conditions of the new options will
be identical to the surrendered stock options teplace. The top six most senior executive officdérhe Company will not be eligible to
participate in the program. The program will beistured so that the Company avoids incurring fimgraccounting charge



(b) Administration. The Committee will have totaldaexclusive responsibility to control, operate nage and administer the Stock Option
Exchange Program in accordance with its terms dnidesauthority that may be necessary or helgiénable it to discharge its
responsibilities with respect to the program. Withiimiting the generality of the preceding sengrtbe Committee will have the exclusive
right to:

interpret the program, decide all questions coriograligibility for and the amount of Awards payahinder the program, construe any
ambiguous provision of the program, correct anadif supply any omission, reconcile any inconsisge and decide all questions arising in
the administration, interpretation and applicatidthe program. The Committee will have full digtwaary authority in all matters related to
the discharge of its responsibilities and the egerof its authority under the program, includingthout limitation, its construction of the
terms of the program and its determination of bligy for the program. It is the intent of the gram that the decisions of the Committee and
its actions with respect to the program will beafiand binding upon all persons having or claintm@pave any right or interest in or under the
program.

(c) Foreign Jurisdictions. In order to facilitaterficipation in the Stock Option Exchange Progranthimse Eligible Employees who are
employed by the Company outside the United Statewljo are foreign nationals temporarily within theited States), the Committee may
provide for such modifications and additional ternsl conditions ("special terms") to the progranth@sCommittee may consider necessary
or appropriate to accommaodate differences in Itzog) policy or custom, or to facilitate administoat of the program. The special terms may
provide that the grant of an Award is subject toaplicable governmental or regulatory approvadthier compliance with local legal
requirements and/or (2) execution by the Eligibhedoyee of a written instrument in the form spexifby the Committee, and that in the
event such conditions are not satisfied, the grdlhbe void. The special terms may also providatthn Award will become exercisable or
redeemable, as the case may be, if an Eligible &yepls employment with the Company ends as a refswibrkforce reduction, realignment
or similar measure and the Committee may designatrson or persons to make such determinatioa ffmcation. The Committee may ad

or approve sub-plans, appendices or supplements &snendments, restatements, or alternative vexsif) the program as it may consider
necessary or appropriate for purposes of implemegratny special terms, without thereby affectingtérens of the program.

(d) Stock Appreciation Rights. All SARs granted anthe Plan will be eligible for the Stock OptiordBaange Program on essentially the
same terms and conditions as those that will afgpstock options granted under the P



(e) Definitions. Any defined term used in this ssectwhich is not defined elsewhere in the Plan héle that meaning given to it by the
Committee in its sole and absolute discret



Exhibit (10) S.
AMENDMENT TO 2000 MANAGEMENT VARIABLE COMPENSATION PLAN
This amendment amends the 2000 Management Vakabtgpensation Plan, effective as of May 9, 2001.

Section 2.30 entitled "Performance Criteria" of 20 Management Variable Compensation Plan is datkim its entirety to read as
follows:

2.30 Performance Criteria

"Performance Criteria" means the stated busindtsion or criteria upon which the Performance Gdal a Performance Period are based as
required pursuant to Proposed Treasury Regulaotich 1.162-27(e)(4)(iii). The Performance Criettiat will be used to establish such
Performance Goal(s) will be based on or derivethfome or more of the following as designated byGbenmittee on a company specific
basis, business unit basis or in comparison wigr geoup performance: Economic Profit/EVA, retumreet assets ("RONA"), return on
shareholders' equity, return on assets, returrapitad, return on sales, shareholder return, stateholder return, profit margin, earnings per
share, net earnings, operating earnings, earnigfgsebinterest and taxes, Common Stock price pamesieash flow, cost reduction, revenue,
revenue growth, sales or market sh



Exhibit (10) X.
November 12, 200

Robert H. Brust
(address intentionally
omitted)

Re:Retention
Dear Bob:

The purpose of this letter agreement is to amersa@weral respects your December 20, 1999 offarlatith Eastman Kodak Company
("Kodak") in an effort to encourage you to remampdoyed until at least January 3, 2007. For purpagehis letter agreement, your
December 20, 1999 offer letter as amended on Feb8)2001 will be referred to as your "Offer LetteéOnce signed by both parties, this
letter will constitute an agreement between Kodadk you. For purposes of this letter agreementtetira "Company" will refer to Kodak and
all of its subsidiaries and affiliates.

1. Retention

To incent you to remain employed with Kodak througinuary 3, 2007, Kodak agrees to make severagjelan your Offer Letter. In
particular, Kodak will, subject to your satisfactiof the terms and conditions of this letter agreetnamend your Offer Letter to modify the
repayment schedule of the loan made under Sedfiparthance the retirement income benefit providetbuSection 11, and increase the
severance benefit under Section

12. As an additional incentive to encourage yoretoain employed until January 3, 2007, Kodak willbject to your satisfaction of the terms
and conditions of this letter agreement, award aioadditional 50,000 stock options under the mamageé grant scheduled for November 16,
2001. The remaining sections of this letter agregrdetail the terms and conditions of these ineesti

2. Loan

Subject to your satisfaction of the terms and cioos of this letter agreement, Section 10 of tiiieiQ_etter is amended in its entirety to read
as follows:



10. Loan

We understand that as a result of accepting emmaymith Kodak, you will forfeit 75,000 restrictsthares of your current employer's
common stock. If this occurs, Kodak will upon tlrenencement of your employment loan you $3,000,80¢he time of such loan, you
will deliver to Kodak a sevegear recourse note in the form of Exhibit A. Thariawill accrue interest at the Applicable FederaleRorovidet
by the Internal Revenue Service in the most reaenbuncement preceding such loan. The loan prihaighall accrued interest will be
forgiven on each of the first seven anniversarfab® date of such loan in accordance with theetabt forth below. You will not, however,
entitled to forgiveness on any such anniversarg datou voluntarily terminate your employment oe aerminated for "Cause," as defined

below, on or prior to such anniversary date.

Aniversary Amount for given
1st $600,00 0
2nd $300,00 0
3rd $300,00 0
4th $400,00 0
5th $400,00 0
6th $500,00 0
7th $500,00 0

3. Pension Benefits

Subject to your satisfaction of the terms and cioos of this letter agreement and assuming yowanemmployed with Kodak through
January 3, 2005, Section 11(D) of the Offer Lettdrbe amended in its entirety to read as follows:

D. Offset. The amount of the retirement benefigrif/, provided to you under this Section 11 willdftset by the retirement benefits that you
accrue under the Kodak Retirement Income PlanlamdKodak Unfunded Retirement Income Plan. The tatiom of this offset will be
performed at the end of this 5 year period. Foppses of this calculation, the present lump suraevaf the life annuity provided to you
under this Section 11 will be determined usingszaolint rate equal to the then most recent 20 yezastry Bill rate and your then life
expectancy determined under the GAM 83 ta



4. Enhanced Retirement Income Benefit

A. In General. Should you remain employed with Klodatil January 3, 2007, Section 11 of your Offetter will, subject to your satisfactir

of the terms and conditions of this letter agreeiriesm deleted in its entirety and replaced by émms of this Section 4. Similarly, should
Kodak after January 3, 2005, but prior to Januai3087, involuntarily terminate your employment &her than "Cause” or "Disability," as
those terms are defined in the Offer Letter,

Section 11 of your Offer Letter will, notwithstamdi Section 3 above to the contrary, be deletetsiaritirety and replaced by the terms of this
Section 4; provided, however, you satisfy all &f thrms and conditions of this letter agreement.

B. Benefit. Kodak will provide you a retirement orae benefit (1) as if you were eligible to partatip in Kodak's retirement plans by virtue
of being employed by Kodak after December 31, 1985 prior to March 1, 1999, and (2) based on I&yef deemed service. The names of
the specific retirement plans that you will be tegbas participating in by virtue of being treatesdemployed after December 31, 1995, but
prior to March 1, 1999, are the Kodak Retiremenbme Plan ("KRIP"), the Kodak Unfunded RetiremelaihR"KURIP") and the Kodak
Excess Retirement Income Plan ("KERIP"). Thesectiplans insofar as they apply to employees emplbyagodak after March 31, 1995,

but prior to March 1, 1999, will be collectivelyfeered to as the "Retirement Plan."

As explained in Section 4(C) below, the 18 yearde¥med service that you will be treated as recgivinder the Retirement Plan will not be
credited to you unless and until you complete tyehactual service under the Retirement PlansThpon completion of these 7 years of
service, you will have 25 years of service in toldlereafter, you will continue to earn additiosatvice credit under the Retirement Plan
based on your actual service with Kodak. Any serdiedited to you under the Retirement Plan (whietbtial or deemed) will only apply {
purposes of establishing under the Retirement Rijatie total amount of your "Vesting Service'l) (he total amount of your "Accrued
Service" used to calculate your retirement incometit; and (iii) your "Total Service" for purposesdetermining the applicability of any
early retirement reduction factor. The creditingsefvice applies solely for these purposes andtintended to enhance any other Kodak
benefit or compensatio



C. Continuous Employment. In order to receive thisamced retirement income benefit described ini@ed{B) above, you must remain
continuously employed by Kodak until January 3, 20Chus, except as provided in Section 4(D) beibywour employment terminates for
any reason, whether voluntarily or involuntarilyigp to your January 3, 2007, you will not be datitto receive the enhanced retirement
income benefit described in this Section 4.

D. Termination For Other Than Cause or DisabilMgiwithstanding Sections 4(C) above to the contridirgfter January 3, 2005, but prior to
January 3, 2007, Kodak terminates your employmambther than "Cause" or "Disability," as thoserterare defined in the Offer Letter, you
will remain eligible for the enhanced retiremerntdme benefit described in this Section 4. In su@ng your enhanced retirement income
benefit under Section 4(B) above will be calculadbeded on your actual years of service prior ta yeumination of employment plus 18
years of deemed servic

E. Offset. The amount of the retirement income Egriany, provided to you under this Section #l\Wwe offset by the retirement income
benefit payable to you under the terms of KRIP, KRRBnd KERIP, and any successor plan(s) thereto.

F. Payment. The amount of the enhanced retirenafh, if any, payable to you under this Sectiomilt (i) be paid in such form(s) as
Kodak, in its discretion, determines; (ii) be paigt of Kodak's general assets, not under KRIB;r{ot be funded in any manner; (iv) be
included in your gross income as ordinary incombject to all income and payroll tax withholdingjuéred to be made under all applicable
laws; and (v) not be grossed up or be given angrathecial tax treatment by Kod:



G. Employee Benefit Plan. To the extent the terfribie enhanced retirement benefit constitute angleyee benefit plan" under Section 3
of the Employee Retirement Income Security Act@74 ("ERISA"), the Senior Vice President, Eastmani#k Company and Director,
Human Resources shall be the plan administrattireoplan. The plan administrator shall have total exclusive responsibility to control,
operate, manage and administer the plan in accoedaith its terms and all the authority that maynbeessary or helpful to enable him/he
discharge his/her responsibilities with respec¢htoplan. Without limiting the generality of theepeding sentence, the plan administrator
have the exclusive right to: interpret the plargide all questions concerning eligibility for arfrebtamount of benefits payable under the plan,
construe any ambiguous provision of the plan, cbmay default, supply any omission, reconcile sxxpnsistency, and decide all questions
arising in the administration, interpretation ampgléecation of the plan. The plan administrator §halve full discretionary authority in all
matters related to the discharge of his/her respiitiss and the exercise of his/her authority enthe plan, including, without limitation,
his/her construction of the terms of the plan ais¢hier determination of eligibility for benefits der the plan. It is the intent of the plan, as
well as both parties hereto, that the decisiorth@fplan administrator and his/her action with eg$ppo the plan shall be final and binding
upon all persons having or claiming to have anfatray interest in or under the plan and that ndsiexision or actions shall be modified
upon judicial review unless such decision or actsoproven to be arbitrary or capricious.

5. Severance Allowance

Subject to your satisfaction of the terms and com of this letter agreement, Section 12 of tifieiQ_etter is amended in its entirety to read
as follows:

12. Severance Allowance

A. In General. If prior to the seventh anniversafyhe date of your employment by Kodak, your ergpient is terminated by Kodak for
reasons other than "Cause" or "Disability," as ¢hiesms are defined above, Kodak will pay you, scijo your satisfaction of the terms of
this Section 12, a severance allowance equal td2yvttmes your then-current annual base salary phur then-current target annual
incentive award under MVCP, or any successor pglareto. The severance allowance will be paid irmegonsecutive bi- monthly payments
over the two (2) year period commencing on the dagmur termination of employmer



This severance allowance shall be paid to yotein d¢if any other severance benefit, payment or althae that you would otherwise be elig
for, except any benefits payable to you under aogldk severance plan. To the extent, however, yoelaible for a benefit under a Kodak
severance plan, the benefits payable to you uhieSection 12 will be reduced by the amount ohssgverance benefit. In no event shall
of this severance allowance be "benefits bearikgdak will withhold from this severance allowandkeicome, payroll and employment
taxes required by applicable law or regulationdontithheld.

In the event you breach any of the terms of ther&as Kodak Company Employees' Agreement descrin&ction 21 below or the
Agreement, Waiver and Release described in Setf@8) below, in addition to and not in lieu of, aother remedies that Kodak may pursue
against you, no further severance allowance paysneilitbe made to your pursuant to this section yma agree to immediately repay to
Kodak all moneys previously paid to you pursuarthis section.

B. Agreement, Waiver and Release. In order to vecttie severance allowance described in Sectioh) Hiove, you must execute
immediately prior to your termination of employmenivaiver, general release and covenant not tinsiagor of the Company (the
"Agreement, Waiver and Release"), in a form satisiy to the Senior Vice President, Eastman Kodaln@any and Director, Human
Resources.

6. November 16, 2001 Stock Option Award

As an additional inducement to incent you to rensamployed until January 3, 2007, Kodak will incredédy 50,000 options the amount of

your stock option award under the management siptikn grant scheduled for November 16, 2001. T€s@00 stock options will b

granted to you under the terms of the 2000 Omniiloungy-Term Compensation Plan, vest in three consecutjualennual installments on t
first three anniversaries of the date of grantlaawke a term of ten years. The options will havexarcise price equal to the mean between the
high and low at which Eastman Kodak common stoattds on the New York Stock Exchange on Novembe2(®]1.

The specific terms, conditions and restrictionghig stock option grant will be contained in an edvaotice delivered to you shortly after y¢
execution of this letter agreeme



7. Non-Solicitation of Employees or Customers

In partial consideration for the incentives undes tetter agreement, you agree that during the(Bygear period immediately following your
termination of employment, regardless of the redsogour termination, you will not directly or iméctly recruit, solicit or otherwise induce
or attempt to induce any of the Company's emploged&sdependent contractors to terminate their egrpent or contractual relationship w
the Company or work for you or any other entityity capacity, or solicit or attempt to solicit thesiness or patronage or any of the
Company's actual or prospective clients, custonmeraccounts with respect to any technologies,icesy products, trade secrets, or other
matters in which the Company is active.

8. Injunctive Relief

You acknowledge by accepting the retention benafitder this letter agreement that any breach eatkned breach by you of any term of
Section 7 cannot be remedied solely by the recoskdamages or the withholding of benefits and Koddl therefore be entitled to an
injunction against such breach or threatened bregttiout posting any bond or other security. Noghirerein, however, will prohibit Kodak
from pursuing, in connection with an injunctionatherwise, any other remedies available at lawqaitg for such breach or threatened
breach, including the recovery of damages.

9. Remaining Terms of Offer Letter

All of the remaining terms of the Offer Letter,ttte extent they are consistent with the terms igflétter agreement, will remain in full force
and effect, without amendment or modification.

10. Miscellaneous

A. Confidentiality. You agree to keep the contemd @xistence of this letter agreement confidemtkalept that you may review it with your
financial advisor, attorney or spouse/partner aitd me or my designee. Upon such a disclosure, liewygou 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 and@ft to the maximum extent allowed by law. The igarintend and desire that each portia
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 agreem



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 maddeéw 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 yoamployment at any time, for any reason, and Koddkeie to do the same.

* % %
Your signature below means that:

1. You have had ample opportunity to discuss thedeand conditions of this letter agreement withigats of your choice from among those
types listed in Section 10(A) above, and as a téslly 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&tarn the original signed copy of this
letter directly to my attention prior to Novembéd, RO01. Thank you and best wishes towards youtiraging successes at Kodak.

Very truly yours,

Michael P. Morley



| agree to the terms and conditions of this leitgneement.

Signed:
Robert H. Brust

Dated:



Eastman Kodak Company and Subsidiary Companies
Computation of Ratio of Earnings to Fixed Charges
(in millions, except for ratios)

Year Ended December 31

2001 2000
Earnings
before provision for
income taxes $ 108 $2,132 $2
Add:
Interest expense 219 178
Share of interest expense
of 50% owned companies 14 16
Interest component of
rental expense (1) 42 52
Amortization of
capitalized interest 28 28

Earnings as adjusted $ 411 $2,406 $2

Fixed charges

Interest expense 219 178
Share of interest expense

of 50% owned companies 14 16
Interest component of

rental expense (1) 42 52
Capitalized interest 12 40

Ratio of earnings to
fixed charges 1.4x(2) 8.4x 1

(1) Interest component of rental expense is estima
such expense, which is considered a reasonable
interest factor.

(2) The ratio is 3.8x before deducting restructuri
$678 million.

(3) The ratio is 11.5x before deducting restructur
$350million.

(4) The ratio is 8.6x before deducting restructuri
$1,455 million.

Exhibit (12)

1999 1998 1997

,109 $2,106 $53
142 110 98
8 7 5

a7 50 61

a7 50 61
36 41 33

233 $ 208 $197
0.0x(3) 11.0x 1.2x(4)
ted to equal 1/3 of
approximation of the
ng program charges of

ing program charges of

ng program charges of



Subsidiaries of Eastman Kodak Company
Companies Consolidated

Eastman Kodak Company
Eastman Kodak International
Sales Corporation
Cinesite, Inc.
FPC Inc.
Qualex Inc.
Qualex Canada Photofinishing Inc.
PictureVision Inc.
Eastman Gelatine Corporation
Research Systems, Inc.
ProShots, Inc.
Pakon, Inc.
Ofoto, Inc.
CustomerFirst Service & Support, Inc.
Lumisys Incorporated
Kodak Global Imaging, Inc.
Eastman Canada Inc.
Kodak Canada Inc.
Kodak Argentina S.A.l.C.
Kodak Chilena S.A.F.
Kodak Americas Miami Export Operations (KAMEO)
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 Ltd.
Kodak Polska Sp.zo.o
Kodak AO
Kodak Ireland Limited
Kodak-Pathe SA
Kodak A.G.
E. K. Holdings, B.V.
Kodak Brasileira C.I.L.
Kodak Nederland B.V.
Kodak Korea Limited
Kodak Far East Purchasing, Inc.
Kodak New Zealand Limited
Kodak (Australasia) Pty. Ltd.
Kodak (South Africa) (Proprietary) Ltd.
Kodak (Kenya) Limited
Kodak (Egypt) S.A.E.
Kodak (Malaysia) S.B.
Kodak Taiwan Limited

Exhibit (21)

Organized
Under Laws of

New Jersey

Barbados
Delaware
California
Delaware
Canada
Delaware
Massachusetts
Colorado
Delaware
Indiana
Delaware
Delaware
Delaware
Delaware
Canada
Canada
Argentina
Chile
Delaware
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
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(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 SA Switzerland
Kodak (Far East) Limited Hong Kong
Kodak (Thailand) Limited Thailand
Kodak G.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 AB Sweden
Eastman Kodak S.A. Switzerland
Kodak Japan Ltd. Japan
Kodak Imagex K.K. Japan
K.K. Kodak Information Systems Japan
Kodak Japan Industries Ltd. Japan
Kodak (China) Limited Hong Kong
Kodak Electronic Products (Shanghai) Co., Ltd. China
BASO Precision Optics, Ltd. Taiwan
K.H. Optical Company Limited Hong Kong
Kodak Photographic Equipment (Shanghai) Co., Ltd. China
Kodak (China) Co. Ltd. China
Kodak (WUXI) Co. Ltd. China
Kodak Xiamen Ltd. China

Note: Subsidiary Company names are indented uhdename of the parent compa
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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, and No. 333-9)1,/orm S-4 (No. 33- 48891 and No. 333-74572), &s&l(No. 33-5803, No. 33-
35214, No. 33- 56499, No. 33-65033, No. 33-6503%, 383-57729, No. 333-57659, No. 333- 57663, N@-38665, No. 333-23371, No.

333-43526, and No. 333-43524), of Eastman Kodak j@zmy of our report dated January 23, 2002, reldtirthe financial statements and
financial statement schedule, which appears inAhisual Report on Form 10-K.

PricewaterhouseCoopers LLP
Rochester, New York
March 20, 2002

End of Filing
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