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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, 1998 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) (IRS Employer
Identification No.)

343 STATE STREET, ROCHESTER, NEW YORK 14650

(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code: 716-724-4000

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, 1998 322,798,358 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 January 12, 1999) of the voting stat#t by nonaffiliates was
approximately $25.7 billior



PART |
ITEM 1. BUSINESS

Eastman Kodak Company (the Company or Kodak) isged primarily in developing, manufacturing and keéing consumer, professional,
health and other imaging products. Kodak's sakesiiegs and identifiable assets by operating segfoethe past three years are shown in
Note 18, Segment Informatio

CONSUMER IMAGING SEGMENT
Sales of the Consumer Imaging segment for 19987 288 1996 were (in millions) $7,164, $7,681 an@d$3, respectively.

Kodak manufactures and markets various componémisnsumer imaging systems. For traditional consusn@ateur photography, Kodak
supplies films, photographic papers, processing&es, photofinishing equipment, photographic cteatsi, cameras (including single-use)
and projectors. The Advanced Photo System is aneamaystem of cameras, films and photofinishindgcihielivers a variety of consumer
features such as drop- in loading, multiple priné ®ptions, index prints, and negatives returmetthé cartridge. Kodak has also developed
products that bridge traditional silver halide aligital products. These products include kiosks sgahning systems to digitize images,
digital media for storing images, software for emtiag images and a network for transmitting images.

Marketing and Competition. Kodak's consumer imagirgducts and services are distributed worldwideubh a variety of channels.
Individual products are often used in substantigrdities in more than one market. Most sales ®@fGbnsumer Imaging segment are made
through retailers. Independent retail outlets sgliKkodak amateur products total many thousands féw areas abroad, Kodak products are
marketed by independent national distributors.ddit#on, certain consumer products may be purchéwedigh the Internet.

Kodak's advertising programs actively promote dmsumer imaging products and services in its varinarkets, and its principal trademai
trade dress and corporate symbol are widely usédenognized.

Kodak's consumer imaging products and services etenpith similar products and services of othe@m@etition in traditional and digital
consumer imaging markets is strong throughout tbddvMany large and small companies offer simidansumer products and services that
compete with Kodak's business. Kodak's products@mnénually improved to meet the changing needs@eferences of its customers.

Raw Materials. The raw materials used by the Comesumaging segment are many and varied and gepenadilable. Silver is one of the
essential materials in traditional photographimfdnd paper manufacturing. Digital electronic comgs are becoming more prevalent in
product offerings.



KODAK PROFESSIONAL SEGMENT
Sales of the Kodak Professional segment for 19987 land 1996 were (in millions) $1,840, $2,272 @867, respectively.

Products of the Kodak Professional segment inclilishs, photographic papers, digital cameras, prgyend scanners, chemicals, and services
targeted to professional customers. These prodect® professional photofinishers, professionatqdraphers and commercial printers and
publishers.

Kodak Polychrome Graphics, a 50/50 joint venturtn\&un Chemical Corporation, was formed on DecerBlhef 997. The joint venture
assumed responsibility for the photographic platgifess, as well as for the marketing of Kodak lgiaprts film, and proofing materials and
equipment. Sales for the segment decreased indr&@arily because the Company now sells graphiodymts to the joint venture, rather
than selling completed products to final customers.

Marketing and Competition. Kodak's professionaldimg products and services are distributed thraughriety of channels, including the
Internet. Most sales of the Kodak Professional segrare made to professional photographers, psiated publishers.

Kodak's professional imaging products and sendoespete with similar products and services of otfmeall and large companies. Strong
competition exists throughout the world in thesekats. Kodak's products are continually improvedheet the changing needs and
preferences of its customers.

Raw Materials. The raw materials used by the Kdelakessional segment are many and varied and dgnavailable. Silver is one of the
essential materials used in the manufacturing ofegsional photographic, industrial x-ray, and dieg@rts film, and paper. Digital electronic
components are becoming more prevalent in prodéetings.




HEALTH IMAGING SEGMENT
Sales of the Health Imaging segment for 1998, 18871996 were (in millions) $1,526, $1,532 and $1,6espectively.

The products of the Health Imaging segment are tesedpture, store, process, print and display eaamd information in a variety of forms
for customers in the health care industry, for mimary and referral diagnoses.

Products of the Health Imaging segment include o&dilms, chemicals, and processing equipmentyelsas services for health care
professionals. The Health Imaging segment serve®ers for general radiology products and spgdmalth markets, including cardiolot
dental, mammography, oncology and ultrasound intagin

On November 30, 1998, Kodak acquired the worldwigalical imaging business of Imation Corp., whiatiudes Imation's manufacturing
facilities in White City, Oregon and Oakdale, Misinéa, and all of the outstanding shares of Imai@&max-Icon subsidiary in Fremont,
California. The acquired business generates apmpitely $500 million in revenues annually.

See Note 16, Acquisitions and Joint Ventures.

Marketing and Competition. Kodak's health imagingducts and services are distributed through atyadf channels, primarily to health
care organizations.

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

Raw Materials. The raw materials used by the Hdaltiging segment are many and varied and generadlijable. Silver is one of the
essential materials used in X-ray film manufactgrin



OTHER IMAGING SEGMENT
Sales of the Other Imaging segment for 1998, 19@i71896 were (in millions) $2,876, $3,053 and $8,3&spectively.

Products of the Other Imaging segment include magicture films, audiovisual equipment, certaini@igcameras and printers, copiers,
microfilm products, applications software, printessanners and other business equipment, as waligdies and service agreements to
support certain of these products. These prodecte sustomers primarily in motion picture andyem®n, office automation, and
government markets.

Marketing and Competition. Products and servicabh®iOther Imaging segment are distributed thraughriety of channels. The Company
also sells and leases business equipment directlgdrs, and has a presence on the Internet. Tin@&1y manufactures copiers and sells
them through its non-exclusive distributor, DankesBess Systems PLC (Danka), and through OEM (Qaidgtquipment Manufacturer)
channels. See Management's Discussion and AnaliyBisancial Condition and Results of Operationsffwther discussion.

These products and services compete with simitzdymrts and services of other small and large commpatrong competition exists
throughout the world in these markets. Kodak's petglare continually improved to meet the changieeds and preferences of its custon

Raw Materials. The raw materials used are manyaridd and generally available. Silver is one @f éissential materials in traditional film
manufacturing. Electronic components represengrifgiant portion of the cost of the materials ugethe manufacture of business
equipment.



RESEARCH AND DEVELOPMENT

Through the years, Kodak has engaged in extensd@aductive efforts in research and developniResearch and development
expenditures for 1998, 1997 and 1996 were (in omfl) $922, $1,230 and $1,028, respectively. The fig@re includes a $42 million charge
for the write-off of in- process research and depeient associated with the acquisition of Imati@mpCs worldwide medical imaging
business on November 30, 1998. The 1997 figureided a $186 million charge for the write-off ofprecess research and development
associated with the acquisition of Wang Laboratseftware unit on March 17, 1997. See Note 1%udsitions and Joint Ventures.

Research and development groups are located paihcip the United States in Rochester, New Yorktgide the U.S., research and
development groups are located principally in Aalgr England, France, Japan and Germany. Thesggrin close cooperation with
manufacturing units and marketing organizations,canstantly developing new products and applinatto serve both existing and new
markets.

It has been Kodak's general practice to proteéhwsstment in research and development and islénm to use its inventions by obtaining
patents where feasible. The ownership of thesenfsat®ntributes to Kodak's ability to use its inti@ns but at the same time is accompanied
by patent licensing. While in the aggregate Kodpkt®nts are considered to be of material impoet@émthe operation of its business, the
Company does not consider that the patents reladiagy single product or process are of mateigmificance when judged from the
standpoint of its total business.

ENVIRONMENTAL PROTECTION

Kodak is subject to various laws and governmemtgililations concerning environmental matters. SointleeoU.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 1980amended (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 healtlfietysand environmental laws and regulations. Koclaktinues to engage in a program for
environmental protection and control.

Environmental protection is further discussed @mlt3, Legal Proceedings, and in the Notes to FinhBtatements.

EMPLOYMENT

At the end of 1998, the Company employed 86,20@leeof whom 46,300 were employed in the U.S.



Financial information by geographic areas for thetghree years is shown in Note 18, Segment Irdtom.

ITEM 2. PROPERTIES

The Consumer Imaging segment of Kodak's businefeibnited States is centered in Rochester, Nexk,¥ehere photographic goods are
manufactured. Another manufacturing facility nean@éor, Colorado, also produces sensitized phopdgcagoods.

Consumer imaging manufacturing facilities outsige tnited States are located in Australia, Br&anada, China, England, France, India,
Indonesia, Mexico and Russia. Kodak maintains marg@nd distribution facilities in many parts dktworld. The Company also owns
processing laboratories in numerous locations waded.

Products in the Kodak Professional segment are faatured in the United States primarily in Rochestew York. Manufacturing facilities
outside the United States are located in Braziha@a, China, England, France, Germany, Japan aritdle

Products in the Health Imaging segment are marwfadtin the United States primarily in RochesteswNy ork; 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 Other Imaging segment are manutedtin the United States primarily in RochesteryNéork and Windsor, Colorado.
Manufacturing facilities outside the United States located in Brazil, Canada, England, Francem@any, India, Ireland and Mexico.

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

Regional distribution centers are located in vagiplaces within and outside of the United Statbe Company owns or leases administra
manufacturing, marketing and processing facilitnegarious parts of theorld. The leases are for various periods and anelly renewabl

Item 3. LEGAL PROCEEDINGS

In April 1987, the Company was sued in federalritistourt in San Francisco by a number of indegahdervice organizations who alleged
violations of Sections 1 and 2 of the Sherman Act af various state statutes in the sale by thef2am of repair parts for its copier and
micrographics equipment (Image Technical Servige, ¢t al v. Eastman Kodak Company, "ITS"). The plaimt sought unspecified
compensatory and punitive damages. Trial begarune 19, 1995 and concluded on September 18, 1385avjuiry verdict for plaintiffs of
$23,948,300 ($71,844,900 after trebling). The Camygppealed the jury's verdict, and on August 88,71the 9th Circuit Court of Appeals
rendered its decision affirming in part, reversingart, and reversing ar



remanding on the issue of used equipment damagescdurt affirmed the jury's liability rulings, breduced damages (after trebling) from
$71,844,900 to $35,818,200, and narrowed the sobhe injunction under which the Company is regdito make parts available. On April
27, 1998, the Supreme Court denied the Companiitsopdor Supreme Court review, effectively conding all aspects of the case except
plaintiffs’ used equipment claim. The Company tadkird quarter 1997 pre-tax charge of $46,000,000.

Two cases that raise essentially the same antigsises as ITS are Nationwide, et al v. EastmamaK@&bmpany, filed March 10, 1995, and
A-1 Copy Center, et al v. Eastman Kodak Compamgd fDecember 13, 1993. Both cases were filed irridistrict court in San Francisco.
A-1is a consolidated class action. The complaintoth cases seek unspecified compensatory andygdamages. On September 16, 1!
the Company and plaintiffs in ITS, Nationwide, ald engaged in a successful mediation, effectigelycluding these cases. Under the
terms of the mediated settlement, the Companymake payments to plaintiffs in return for plairgiffliscontinuance of the litigation, with
prejudice. The amount of the Company's paymenti&ghwlias covered by previously recorded reservdsnai be material to the Company's
financial position or results of operations.

A fourth repair parts case, Broward Microfilm, Inc.Eastman Kodak Company, a purported nationakdation which was filed February
27, 1996 in federal district court in Miami, wasiissed without prejudice on May 13, 1998.

On July 7, 1998, the Company received a proposedrestrative Consent Order seeking unspecified liesaand a compliance schedule
from the New York State Department of Environme@ahservation, to address alleged violations oftheironmental Conservation Law
and regulations at the Company's Kodak Park maturfag complex in Rochester, New York. The violascalleged are primarily comprised
of air, water, and hazardous substance releases@ddnts, largely accidental, that have beenntegdy the Company to the Agency over
the past five years. The Company expects thatlitheiassessed a civil penalty in excess of $1@,08e entire matter is subject to
negotiation, which can be expected to result ia@ministrative settlement that will include a péypaind a compliance schedule for
implementation of maintenance, upgrade, and repgpHctivities.



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

None.

EXECUTIVE OFFICERS OF THE REGISTRANT

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

(as of December 31, 1998)
Date First Elected

an to
Executive Present
Name Age Positions Held Officer  Office

George M. C. Fisher 58 Chairman of the Board,

Chief Executive Office r 1993 1995
Joerg D. Agin 56 Senior Vice President 1996 1996
Michael P. Benard 51 Vice President 1994 1994
Richard T. Bourns * 64 Senior Vice President 1988 1990
Daniel A. Carp 50 President and Chief

Operating Officer 1995 1997
Martin M. Coyne, Il 49 Vice President 1997 1995
Jesse J. Greene, Jr. 53 Vice President, Financ e 1998 1998
Carl E. Gustin, Jr. 47 Senior Vice President 1995 1995
Harry L. Kavetas 61 Chief Financial Office r

and Executive Vice

President 1994 1994
Robert J. Keegan 51 Senior Vice President 1997 1997
Carl F. Kohrt 55 Executive Vice Preside nt

and Assistant Chief

Operating Officer 1995 1995
Michael P. Morley 55 Senior Vice President 1994 1994
Candy M. Obourn 48 Vice President 1997 1991
E. Mark Rajkowski 40 Controller 1998 1998
Willy C. Shih 47 Vice President 1997 1997
Patrick T. Siewert 43 Vice President 1997 1995
Eric L. Steenburgh 57 Executive Vice Preside nt

and Assistant Chief

Operating Officer 1998 1998
Gary P. Van Graafeiland 52 General Counsel and

Senior Vice President 1992 1992

* Retired February 1, 19¢



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.
Kavetas, who joined the Company on February 114188. Greene, who joined the Company on June 204,LMr. Gustin, who joined the
Company on August 15, 1994; Mr. Agin, who joined Bompany on September 1, 1995; Mr. Coyne, wh@bthe Company on September
5, 1995; Mr. Keegan, who joined the Company on Jul¥997; Mr. Shih, who joined the Company on Juyly997; Mr. Steenburgh, who
joined the Company on April 13, 1998; and Mr. Rayjk&i, who joined the Company on July 13, 1998. Piagoining Kodak, Mr. Kaveta
held executive positions with International Buss&achines (IBM) Corporation, most recently as leesst, Chief Executive Officer and a
director of IBM Credit Corporation. Prior to joilgrKodak, Mr. Greene held executive positions witteinational Business Machines (IBM)
Corporation, most recently as Assistant Treasimeor to joining Kodak, Mr. Gustin held executivesitions with Digital Equipment
Corporation (DEC), which he joined in 1994, and Bp@omputer. Prior to joining Kodak in 1995, Mr. iAdheld executive positions with
Universal Studios, most recently as Senior Vicesilent, New Technology and Business Developmerdr Rr joining Kodak in 1995, Mr.
Coyne was president of his own consulting firm, 'Ml.Coyne & Associates." Mr. Coyne was previougiypboyed by Kodak, leaving early
in 1995 from the position of Executive Director,dlth Group Marketing. Prior to joining Kodak in IT3Mr. Keegan held the position of
Executive Vice President with Avery Dennison Cogimn since 1995. Mr. Keegan was previously empldye Kodak, leaving in 1995 fro
the position of General Manager of Consumer Imagpnd<odak's European, Middle Eastern and Africagien. Prior to joining Kodak, Mr.
Shih was Vice President of Marketing for TechniCaimputing at Silicon Graphics Computer Systemsg¢tvhie joined in 1995. Prior to
joining that company, Mr. Shih held executive posis with DEC, which he joined in 1994, and IBM @oration. Prior to joining Kodak i
1998, Mr. Steenburgh held senior management positib Xerox Corporation, Ricoh Company, Ltd., Gelfdimps, and most recently,
President of the Industrial Pump Group Worldwidé&Tat Fluid Technology Corporation, a part of ITTdunstries. Prior to joining Kodak in
1998, Mr. Rajkowski was employed at Price WaterledusP (now PricewaterhouseCoopers LLP) where hetha$)pstate New York
Technology Group Managing Partner and an AuditBusiness Advisory Services Partner.

There have been no events under any bankruptcp@ctiminal proceedings, and no judgments or icijioms 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 are4®8%hareholders of record of
common stock as of December 31, 1998. See Liquadity Capital Resources, and Market Price Data indgament's Discussion and
Analysis of Financial Condition and Results of Cgiems.



ITEM 6. SELECTED FINANCIAL DATA

Refer to Summary of Operating Data on page 68.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

SUMMARY
(in millions, except per share data)

1998 Change 1997 Change 1996
Sales $13,406 -8% $14 ,538 -9% $15,968
Earnings from operations 1,888 130 1,845
Earnings from continuing
operations 1,390 5 1,011
Gain on sale of discontinued
operations - - 277
Net earnings 1,390 5 1,288
Basic earnings per share 4.30 .01 3.82
Diluted earnings per share 4.24 .01 3.76

1998
The Company results for the year included the Vaithg:

The sale of its NanoSystems subsidiary, resulting pre-tax gain of $87 million ($57 million aftexx). See Note 16, Sales of Assets and
Divestitures.

The sale of part of its investment in Gretag ImggBroup (Gretag), resulting in a pre-tax gain o $illion ($44 million after-tax). See Note
16, Sales of Assets and Divestitures.

A pre-tax charge of $132 million ($87 million aftexx) for asset write- downs and employee severanttee Office Imaging division of the
Document Imaging business unit resulting from digant volume reductions by the primary customer@dfice Imaging products, Danka
Business Systems PLC (Danka) (the "Office Imagimarge"). See Note 16, Sales of Assets and Divessitu

A pre-tax charge of $45 million ($30 million afteax), primarily for in- process research and depelent (R&D), associated with the
acquisition of the medical imaging business of ioraCorp. (the "Imation charge"). See Note 15, Asifjlons and Joint Ventures.

Excluding the above items, and pre-tax litigatibarges of $35 million ($23 million after-tax) reteg primarily to Health Imaging, net
earnings would have been $1,429 million. Basic iegsper share would have been $4.42 and dilutedregs per share would have been
$4.37.



1997
The Company results for the year included the Vaithg:

A pre-tax charge of $1,455 million ($990 milliortexttax) for restructuring, asset impairments atietocharges. See Note 11, Restructuring
Programs.

A pre-tax charge of $186 million ($123 million afteax) for a write-off of in-process R&D associateilh the acquisition of Wang
Laboratories' software unit (the "Wang charge"e Sete 15, Acquisitions and Joint Ventures.

A pre-tax charge of $46 million ($30 million afteax) taken as a reserve for payments requiredrinection with the Image Technical
Service, Inc. litigation relating to the sale ofcnaigraphics and copier parts (the "ITS charge").

Excluding these charges, net earnings would hage B#&,148 million. Basic earnings per share woaldehbeen $3.52 and diluted earnings
per share would have been $3.46.

1996
The Company results for the year included the Vaithg:
A pre-tax charge of $358 million ($256 million aftex) for restructuring. See Note 11, Restrucigifftograms.

A pre-tax charge of $387 million ($252 million aftax) related to the sale of the Office Imagintesand services business (the "Office
Imaging business"). See Note 16, Sales of AssetParestitures.

After-tax income of $277 million from discontinuegerations associated with the sale of the intaging health businesses in 1994. See
17, Discontinued Operations.

Excluding these items, net earnings would have $4¢519 million. Basic earnings per share wouldehlbeen $4.50 and diluted earnings per
share would have been $4..



DETAILED RESULTS OF OPERATIONS
Sales by Operating Segment

(in millions)
1998 Change 1997 Change 1996

Consumer Imaging

Inside the U.S. $3,342 -4% $3 A77 +5% $ 3,319

Outside the U.S. 3,822 -9 4 204 -3 4,340
Total Consumer Imaging 7,164 -7 7 681 - 7,659
Kodak Professional

Inside the U.S. 725 -22 927 +1 917

Outside the U.S. 1,115 -17 1 345 -7 1,450
Total Kodak Professional 1,840 -19 2 272 -4 2,367
Health Imaging

Inside the U.S. 668 -2 682 -4 707

Outside the U.S. 858 +1 850 -8 920
Total Health Imaging 1526 - 1 5632 -6 1,627
Other Imaging

Inside the U.S. 1558 -7 1 ,681 -31 2,434

Outside the U.S. 1318 -4 1 372 -27 1,881
Total Other Imaging 2876 -6 3 ,063 -29 4,315
Total Sales $13,406 -8% $14 ,538 -9% $15,968

Earnings (Loss) From Operations by Operating Segm8ae Note 18, Segment Information.
Net Earnings (Loss) by Operating Segr- See Note 18, Segment Information.
1998 COMPARED WITH 1997

CONSOLIDATED

Worldwide sales for 1998 were 8% lower than in 198iyely due to the transfer of a portion of Kodakraphics business to a joint venture,
Kodak Polychrome Graphics, on December 31, 1997 Kexe 15, Acquisitions and Joint Ventures) andréwdassification of certain
promotional expenses by the Company (the "promagetass,” see discussion in Consumer Imagingaebglow). Excluding these effects,
sales decreased 5% from the prior year. In additorrency changes against the dollar unfavoratbbceed sales by $344 million in 1998
compared with 1997. Excluding the effects of cuckerate changes and the above items, sales dedr2¥seA significant portion of this
decrease resulted from volume declines in emengiakets, reflecting economic conditiol



Overall gross profit margins improved approximatehe percentage point from 44.5% in 1997 to 45.8%008, adjusting for the promotion
reclass. Excluding $165 million of charges relatethe 1997 restructuring program and $68 millibthe Office Imaging charge recorded to
cost of goods sold in 1998, gross profit marginpriowed from 45.7% in 1997 to 46.1% in 1998. Thizré@ase is primarily attributable to cost
reductions and manufacturing productivity which mtran offset the unfavorable effects of foreignmency rate changes, lower effective
selling prices, and volume declines in emergingk®t: Goodwill amortization increased to $116 roillin 1998 from $80 million in 1997
primarily as a result of the Company's acquisitisn€hina (see Note 15, Acquisitions and Joint \dess).

Selling, general and administrative (SG&A) experfseshe Company decreased 16% from 26.9% of $al2897 to 24.6% of sales in 1998.
Adjusting 1997 for the promotion reclass and exitigd64 million of the Office Imaging charge receddto SG&A in 1998 and the impact
the graphics business from both years, SG&A deerk8% from 26.0% of sales to 24.9% of sales. Ta@ahse is primarily attributable to
the benefits associated with the Company's cosictamh program.

Excluding the Imation charge in 1998 and the Wamyge in 1997, R&D expenses decreased 16% from @fZ4les in 1997 to 6.6% of
sales in 1998 as a result of improved expense neamagt and reduced cost structure. See Note 15,igitiqas and Joint Ventures, for
discussion of the Imation charge and the Wang ehangl estimated costs to complete in-process R&j2qts.

Earnings from operations increased $1,758 millimmfthe prior year. Excluding from 1997 the $1,4%8ion charge for restructuring costs,
asset impairments and other charges, and the $ill8@hriwvang charge, and excluding from 1998 the hdllion Office Imaging charge and
the $45 million Imation charge, earnings from ofieres for the Company increased 17%, as cost remhscand manufacturing productivity
more than offset lower effective selling prices éimel unfavorable effects of foreign currency rdtarges.

Other income (charges) increased significantly &t million in 1997 to $328 million in 1998. Thiscrease is primarily attributable to
gains on the sales of NanoSystems and part of ohgp@ny's investment in Gretag, gains from salesaifestate, and the divestiture of some
relatively small businesses, offset by litigatidranges recorded in 1998. Interest expense incre$édrom the prior year, to $110 million,
as a result of higher average borrowings.

The effective tax rates were 34% in both 1998 &3f71excluding restructuring costs, asset impaitsand other charges of $1,455 million
and the related tax benefit of $465 million fron®T<



From the beginning of the fourth quarter of 199btlygh December 31, 1998, approximately 11,950 eyegle have left the Company under
the 1997 and 1996 restructuring programs (see Npt&estructuring Programs). In addition, anotlt#r 8mployees left the Company und
reserve taken in the second quarter of 1997. Imection with the restructuring programs, the Comypaaluced its operating costs by
approximately $730 million in 1998. This amountlides approximately $95 million of lower pensiorddrealth care costs due to reduced
headcount resulting from the restructuring progranhe 1998 savings of $730 million does not incltitebenefit of divestitures or the

effects of changes in exchange rates, and is rniatidased investments. Cost reductions were agtliagross all business operations and alsc
reflect the benefits of lower employee compensatidany of the remaining headcount reductions utickerestructuring programs are
associated with portfolio actions and businesssenitich will generate a lower rate of savings itufa periods.

In the fourth quarter of 1998, the Company incrdateminimum target for the cost reduction progtan$1.2 billion by the end of 1999.
Savings from this program will continue to be refts in earnings, which not only allows the Comptmimprove its results of operations,
but also enhances its competitiveness. In additteCompany will continue to invest in growth oppaities in both traditional photograpt
and digital imaging.

In connection with the sale of the Office Imagingsimess on December 31, 1996, the Company and Bant&eed into agreements whereby
the Company supplied high-volume copiers and st Danka and Danka provided the Company with R&@miling. Danka is the
Company's primary customer for Office Imaging pretduaccounting for approximately 90% of Office imay's annual sales.

Financial difficulties on the part of Danka affettfiés ability to fulfill the original terms of ceaain of its agreements with the Company in the
fourth quarter of 1998. As a result, in Decembed8,3he Company's supply agreement and certaim atfreements with Danka were
terminated and interim arrangements for the supplthe Company to Danka of copier equipment, pantbsupplies were established on a
month-to-month basis. As a result of significaniumee reductions by Danka, the Company was requaéake action in the fourth quarter of
1998 that resulted in charges for employee severé8@0 personnel) and write-downs of working cdgited equipment. Such ptax charge:
amounted to $132 million and were recorded to obgbods sold ($68 million) and SG&A expenses (#6Hion). All actions with respect to
this charge, including employee terminations, waeken by the Company in 1998. The Company contitmassess its strategic options for
its Office Imaging business and may need to taklaén action in 1999 which could have a materigdact on the Company's results of
operations.

As described in Note 15, Acquisitions and Joint Mess, the Company acquired Imation Corp.'s wordigwnedical imaging business on
November 30, 1998. The business acquired by Kodakmtes approximately $500 million in revenueuafin. This strategic acquisitic
strengthens the Company's Health Imaging segmeht*diy" imaging output technolog



As described in Note 15, Acquisitions and Joint Megs, the Company made investments in two newlnéa companies operating in China
in 1998. Under terms of agreements announced 8,188 Company plans to invest more than $1 biliio€hina over the next several years.
The investment will be used to upgrade technologprove manufacturing capacity and expand distidvuand marketing capability needed
to build and support a strong domestic Chinese iinggaigidustry.

On April 30, 1998, the Company and Intel Corpomamnounced a series of agreements that coverdeirglopment efforts in digital
imaging products and platforms, a broad patentselioense, upgrading of Kodak's Qualex photofimghiaboratories with Intel architecture
based scanning equipment, and collaborative consarfented marketing efforts which could amoun$i&0 million (each company
contributing half) over a three- year period.

On May 19, 1998, the Company and America Online, (AOL) announced an alliance to offer AOL membamsexclusive new online
service called "You've Got Pictures!"(sm). The ga@rentails consumers taking pictures with tradiilocameras and film, followed by
photofinishers developing the film and then scagrand uploading pictures to AOL via Kodak Photobigline. Using an integrated feature
their AOL account, AOL members can view their piesj organize them into an AOL Picture Album ardvalothers to access their images.

CONSUMER IMAGING

Consumer Imaging segment sales for the year dexte@. Adjusting 1997 for the promotion reclassassed below, segment sales for the
year decreased 5%, due to lower effective selligep, the unfavorable effects of foreign curreratg changes and lower unit volumes. S
inside the U.S. increased 1%, as higher unit vokimere mostly offset by lower effective sellingges. Sales outside the U.S. decreased 9%,
due to the unfavorable effects of foreign curreratg changes, lower unit volumes and lower effecsielling prices. Removing from both
years sales of Fox Photo, Inc., which was sol®®81(see Note 16, Sales of Assets and Divestitunasjdwide segment sales decreased

and sales inside the U.S. increased 3%. Excludliegtfects of currency rate changes and Fox Pladés,svorldwide segment sales decre;

1% and sales outside the U.S. decreased 5%.

In the Consumer Imaging segment, certain U.S. ptiomal expenses which are shown as sales pricetieds in 1998 were shown as
advertising and promotion expenses in 1997 and.IB96 amounts of those expenses were $164 milidr®97 and approximately $70
million in 1996. When comparing 1998 to 1997 an8@,9hese amounts should be deducted from 1997296 sales as well as advertising
expense.

Worldwide film sales decreased 7% from the pricaryadjusting 1997 for the promotion reclass, duewer unit volumes, the unfavorable

effects of foreign currency rate changes and Ieffective selling prices. Sales inside the U.Sreased 5%, as slightly higher unit volumes
were more than offset by lower effective sellingces. Sales outside the U.S. decreased 8%, asrlatfbetive selling prices were more than
offset by lower unit volumes and the unfavorabfeets of foreign currency rate chang



Worldwide color paper sales decreased 4% from tioe pear, adjusting 1997 for the promotion recJasshigher unit volumes were more
than offset by lower effective selling prices ahd tinfavorable effects of foreign currency ratengfes. Sales inside the U.S. increased 1%, a:
higher unit volumes were mostly offset by lowereeffve selling prices. Sales outside the U.S. deae 7%, as modest increases in unit
volumes were more than offset by the unfavoralfleces of foreign currency rate changes and lowkercafe selling prices.

SG&A expenses for the segment decreased 9% fro&%@8f sales in 1997 to 27.4% of sales in 1998y aftigusting 1997 for the promotion
reclass. Excluding advertising expenses, SG&A eseeidecreased 9% from 19.7% of sales in 1997 89d.8f sales in 1998. R&D expenses
decreased 9% from 5.3% of sales in 1997 to 5.1%alefs in 1998.

Earnings from operations increased 1%, as costtiets and manufacturing productivity were almatgirely offset by lower effective
selling prices and the unfavorable effects of fgmeturrency rate changes. Net earnings for the segimcreased 8%, as a result of the gai
the sale of part of the Company's investment irt&yeas well as decreased losses on foreign exehang

KODAK PROFESSIONAL

Kodak Professional segment sales for the year deete19%. Excluding the impact of the graphicsrmss from both years as a result of the
joint venture discussed above, segment sales dert&do. This decrease is primarily due to the ke effects of foreign currency r:
changes, lower unit volumes and lower effectivéirmpprices. Sales inside the U.S. decreased 22@fmwexcluding the impact of the
graphics business from both years, due to lowdruohimes. Sales outside the U.S. decreased 1788p@xcluding the impact of the
graphics business from both years, due to the ondde effects of foreign currency rate changeslawer unit volumes.

SG&A expenses for the segment decreased 41% frod%@@f sales in 1997 to 20.3% of sales in 1998lhng the impact of the graphics
business from both years, SG&A expenses decre&8édrbm 27.9% of sales in 1997 to 26.2% of salek9®8. Excluding advertising
expenses and the impact of the graphics businesslioth years, SG&A expenses decreased 11% fro@¥@8f sales in 1997 to 22.7% of
sales in 1998. Excluding the impact of the graphicsiness from both years, R&D expenses decred&éeth2reasing slightly from 11.5% of
sales in 1997 to 11.9% of sales in 1998.

Earnings from operations increased 16%, as a rebtdduced segment operating costs associatedhétformation of the Kodak
Polychrome Graphics joint venture and improvementaanufacturing productivity, offset by lower effave selling prices and the
unfavorable effects of foreign currency rate chandiet earnings for the segment increased 23%resu#t of improvements in earnings fr
operations, the Company's earnings from its 50%rast in Kodak Polychrome Graphics and lower fore@gchange losse



HEALTH IMAGING

Sales of the Health Imaging segment were essegnkéadél with 1997. However, excluding sales frora thedical imaging business acquired
from Imation in 1998, segment sales decreased 8&talthe unfavorable effects of foreign curreratg thanges and lower effective selling
prices. Sales inside the U.S. decreased 2%, otlmé®f 5% excluding Imation, due to lower effeetiselling prices and lower unit volumes.
Sales outside the U.S. increased 1%, or a decoé@8 excluding Imation, as higher unit volumes evarore than offset by the unfavorable
effects of foreign currency rate changes.

Including one month of results from the medical ging business acquired from Imation, SG&A expemseased 5% from 21.7% of sales
in 1997 to 20.7% of sales in 1998. Excluding adsirg expenses, SG&A expenses decreased 4% frodfa26f sales in 1997 to 19.7% of
sales in 1998. Excluding the 1998 Imation charg&DRxpenses decreased 13% from 8.0% of sales iii i98.9% of sales in 1998.

Earnings from operations increased 1%, includirglthation charge. Excluding the Imation chargeniegs from operations increased 15%
as a result of cost reductions and manufacturinguativity which more than offset lower effectivelgg prices and the unfavorable effects
of foreign currency rate changes. Net earningshfersegment decreased 4%, due to litigation chaEgesuding the Imation charge, net
earnings increased 10%.

OTHER IMAGING

Sales of the Other Imaging segment decreased 6% dagrear, primarily as a result of significant litees in Document Imaging (DI) and
Commercial & Government Systems. Sales inside ti$ tecreased 7%, due to lower unit volumes anér@ffective selling prices. Sales
outside the U.S. decreased 4%, due to the unfaleoedfiects of foreign currency rate changes, lowst volumes and lower effective selling
prices. In the Office Imaging division of DI, saliedl sharply in the fourth quarter as a resulthaf primary customer for Office Imaging
products, Danka, experiencing financial difficustihich resulted in significant volume reductiomsthe Business Imaging Systems division
of DI, sales declined as a result of portfolio ap@mwhich improved earnings performance. In ComialekcGovernment Systems, sales w
negatively impacted by the completion of severagjdgporograms in 1997 for which follow-on programeareg/not fully underway in 1998.

SG&A expenses increased 3% from 20.9% of sale9%7 10 22.8% of sales in 1998. Excluding adverjsrpenses, SG&A expenses
increased from 18.6% of sales in 1997 to 19.8%al#fssin 1998. Excluding the Wang charge, R&D expsmecreased 24% from 9.9% of
sales in 1997 to 8.0% of sales in 1998, primarilg tb reductions in Digital & Applied Imaging andl.|



Earnings from operations increased $245 milliorcl&sing the Wang charge in 1997 and the Office limggharge in 1998, earnings from
operations increased $191 million. This increag®immarily attributable to the benefits of portfmithanges in the Business Imaging Systems
division and improved performance in Digital & A Imaging. Net earnings for the segment incre&24@ million as a result of
improvements in earnings from operations and gaimsales of properties.

1997 COMPARED WITH 1996

CONSOLIDATED

Worldwide sales for 1997 were 9% lower than in 1986ely due to the sale of the Company's Offinading business in December 1996
and the significant adverse effects of the strot§&: dollar. Currency changes against the doldavorably affected sales by $558 millior
1997 compared with 1996. Excluding the effectswsfency rate changes and the sale of Office Imagalgs increased 3%.

Removing the impact of the Office Imaging businieem both years, overall gross profit margins g&ecentage of sales decreased from
49.9% in 1996 to 45.8% in 1997. Excluding from 189485 million of charges related to the 1997 redtming program, gross profit margins
decreased to 47.0% of sales, as the benefits béhignit volumes and manufacturing productivity eerore than offset by lower effective
selling prices, the unfavorable effects of foreagmrency rate changes and other charges includewr@duction start-up costs and inventory
write-offs. Goodwill amortization increased to $8dlion in 1997 from $66 million in 1996 primarilgue to the acquisition of Wang
Laboratories' software unit.

Removing the impact of the Office Imaging businieem both years, SG&A expenses for the Companyeadszad 2% from 27.7% of sales in
1996 to 27.5% of sales in 1997, as the favoraliéetsf of foreign currency rate changes more th&ebincreased expenditures.

R&D expenditures were $1,044 million (excluding tMang charge of $186 million) in 1997 and $1,028iam in 1996. Excluding the Wang
charge, R&D expenses increased 2% from 6.4% o$ $al&996 to 7.2% of sales in 1997 as a resuliakiased expenditures across operating
segments.

Earnings from operations declined 93%. Excludirgreeturing costs, asset impairments and othegelsantaling $1,455 million in 1997 a
$358 million in 1996, earnings from operations dead 28% as the benefits of higher unit volumesraadufacturing productivity were more
than offset by lower effective selling prices, iMang charge and the unfavorable effects of foreigmency rate changes. Approximately
$221 million of the decline in earnings from opéas was due to currency rate changes.

Excluding from 1996 the $387 million loss on théesaf the Office Imaging business, other incomeafges) decreased from $181 million in
1996 to $21 million in 1997, primarily due to lowiaterest income, the ITS charge and higher losadsreign exchangs



The effective tax rates were 34% in both 1997 &fiblexcluding restructuring, asset impairmentsahdr charges from both years, and the
sale of the Office Imaging business from 1996.

In 1997, the Company's Board of Directors appravéaurthquarter $1.5 billion charge for restructuring rethto the strategic realignmen
the Company's worldwide manufacturing, sales anketimg, R&D, administrative, and photofinishingesptions. About half of the charge
represented separation payments for approxima&hoDd employees whose positions would be eliminafbd other half of the charge
related to asset write-downs and other costs asgacwith plans to reposition certain non-stratégisinesses.

In 1996, the Company's Board of Directors appravéalurth-quarter $358 million charge for restruotgrrelated to severance and other
termination benefits and exit costs associated thighrealignment of the Company worldwide. Aboub4ihirds of the charge represented
separation payments for approximately 3,900 emp@syehose positions would be eliminated. The renaainéithe charge related to asset
write-downs and other costs associated with plamegosition certain non-strategic businessesNe¢e 11, Restructuring Programs.

CONSUMER IMAGING

Consumer Imaging segment sales for the year weed, kes higher unit volumes were offset by the uofable effects of foreign currency r:
changes and lower effective selling prices. Withbeteffect of currency rate changes, sales inetkd%. Sales increased 5% in the U.S. and
decreased 3% outside the U.S. Of the $158 milleneiase in the U.S., $117 million resulted fromitfdusion of a full year's revenue in

1997 for Fox Photo, Inc., which was acquired indbet 1996.

Worldwide film sales were level, as a 7% volume@&ase was offset by the unfavorable effects ofioreurrency rate changes and lower
effective selling prices. U.S. film sales increa8é4l, with 5% volume growth partially offset by lomeffective selling prices. Outside the
U.S., film sales decreased 2%, with 9% volume ghawore than offset by the unfavorable effects oéifgn currency rate changes and lower
effective selling prices.

Worldwide color paper sales decreased 4%, as 8¥nmbains were more than offset by lower effectisding prices and the unfavorable
effects of foreign currency rate changes. U.S ssdéereased 13%, due to a 7% decline in unit vaduragsed by consolidation of the U.S.
photofinishing industry, as well as lower effectasaling prices. Paper sales outside the U.S. as&@ 2%, driven by a 17% volume increase
partially offset by lower effective selling pricaad the unfavorable effects of foreign currencg @tanges. Sales increases reflect the impact
of continuing growth in emerging markets and newstamers gained in Eurof



Earnings from operations decreased 19%, as higtieveiumes were more than offset by lower effeetbelling prices and the unfavorable
effects of foreign currency rate changes. Net easifor the segment decreased 20%, as a resthk dfecrease in earnings from operations as
well as increased losses on foreign exchange.

KODAK PROFESSIONAL

Sales of the Kodak Professional segment decre&@éedsthigher unit volumes were more than offsehyunfavorable effects of foreign
currency rate changes and lower effective sellingep. Sales inside the U.S. increased 1%, dugtehunit volumes. Sales outside the U.S.
decreased 7%, as higher unit volumes were moredfiset by the unfavorable effects of foreign camgrate changes and lower effective
selling prices.

Earnings from operations decreased 11%, primatifytd a functional transfer of R&D expenses fromaie operations in the Other Imaging
segment. The benefits of manufacturing productiaitd higher unit volumes were offset by the unfabte effects of foreign currency rate
changes and lower effective selling prices. Netiegss for the segment decreased 14%, primarilyrasut of the decrease in earnings from
operations.

HEALTH IMAGING

Sales of the Health Imaging segment decreased $%gher unit volumes were more than offset byutiavorable effects of foreign
currency rate changes and lower effective sellincep. Sales inside the U.S. decreased 4%, asrhigiteszolumes were more than offset by
lower effective selling prices. Sales outside th8.Wlecreased 8%, as higher unit volumes were thareoffset by the unfavorable effects of
foreign currency rate changes and lower effectaliéng prices.

Earnings from operations decreased 15%, as higtieveiumes and manufacturing productivity were enthran offset by lower effective
selling prices and the unfavorable effects of fgmeturrency rate changes. Net earnings for the seydecreased 17%, primarily as a rest
the decrease in earnings from operations.

OTHER IMAGING

Sales of the Other Imaging segment decreased 29%anly due to the sale of the Office Imaging mesis. Sales inside the U.S. decreased
31% and sales outside the U.S. decreased 27%.dixglthe effect of the sale of Office Imaging, seginsales were level, as increases in
Entertainment Imaging and Digital & Applied Imagioffset decreases in other business units.

Earnings from operations decreased $273 millioe, tdithe Wang charge, operational losses in theEsstman Software business unit, and
increased losses in the Digital & Applied Imagingsimess unit. Net earnings decreased $234 milisr result of the decrease in earnings
from operations, and the ITS char



YEAR 2000

In 1996, the Company established a formal globagiam office to assess the impact of the Year 26880 on the software and hardware
utilized in the Company's internal operations amaduded in its product offerings to customers. Ahsessment addresses software
applications, systems software, information tecbggl(IT) infrastructure, embedded manufacturingtaariechnology, and products and
services.

Representatives of the global program office arefating divisions meet monthly with the Chief Fingh Officer to monitor program status
and address issues. In June 1998, an independiehnpanty completed a comprehensive review of tboenfany's overall Year 2000 program.
In October and December 1998 and February 19990Seine Management presented status reports t8tiaed of Directors.

The project phases include: inventorying affecesthhology and assessing the impact of the Year B30@; developing solution plans;
modification; testing and certification; implemetita; and developing contingency plans. All compusenf software and hardware of the
Company are presently in various phases. The Coympgrects to have its mission- critical IT systeand server infrastructure tested and
compliant by the end of the first quarter of 1988¢ manufacturing control systems Year 2000 compbg mid-year 1999. The Company
also expects that actively supported products andces, which are presently in the first five prgswill be compliant by the end of August
1999. The product commercialization process has bemdified so that it will produce compliant prodsic

During the fourth quarter of 1998, the project te@ntinued to increase its global mission-critidatompliance, used mainframe test
facilities to simulate remaining mission-criticarfal applications, completed assessment and solptans for the Company's U.S. server
network and allocated resources to support the ¥898plan. The project team drove advances in réatied of products and services, an
compliance of operating divisions and third parties

The Company relies on third-party suppliers for gnaystems, products and services including teleconications and data center support.
The Company will be adversely impacted if thesepfiaps do not make necessary changes to their gatersis and products successfully and
in a timely manner. The Company has a formalizedpehensive supplier compliance program in plaseaAhird-party supplier to other
companies, the Company has posted its own produeplance plan on its Internet web site (www.kodaka/go/year2000), which was
enhanced during the third quarter of 1998 to suppmtomer and business partner inquit



Costs of software and hardware remediation weren§ill®n in 1997, $27 million in 1998, and are esated to be $12 million and $6 million
in 1999 and 2000, respectively. These remediafifamte, almost entirely for software, will not maiely increase the Company's spending
information technology because some normal devedsprmand maintenance work has been postponed. Fudhe, some non-compliant
systems will be eliminated in 1999 as the Compastails Year 2000 compliant globally deployed ERfPSoftware in connection with its
enterprise resource planning project. A chargéHertotal cost of customer product modificatior$@0 million was accrued in 1997. At
December 31, 1998, the Company had a reserve wiilfién to cover remaining product modifications.

Management of the Company believes it has an éffeptogram in place to resolve the Year 2000 issugetimely manner. However, since

is not possible to anticipate all possible futunécomes, especially when third parties are involtieere could be "worst-case scenarios" in
which the Company would be unable to take cust@mrmders, manufacture and ship products, invoiceoomsts or collect payments. In
addition, the Company could be subject to litigatior Year 2000-related product failure, includieguipment shutdown or failure to properly
date business or medical records, and for heaithyanmental and safety issues relating to itslitées. The amount of potential liability and
lost revenue cannot be reasonably estimated.

The Company has contingency plans for some migsiitical applications and is working on plans féhers. For example, plans for the U.S.
payroll system have been in place since Januar8,28ile detailed plans for sensitized goods martufing will be completed by mid-year
1999. An Executive Steering Committee is closelynitaring the progress of enterprise and businessgss contingency plans involving,
among other actions, manual workarounds, incregs@atories and extra staffing.

THE EURO

The Treaty on European Union provided that an eennand monetary union (EMU) be established in Barewhereby a single European
currency, the euro, replaces the currencies ofgyaating member states. The euro was introducedbomary 1, 1999, at which time the value
of participating member state currencies was ircabty fixed against the euro and the European @oyr&nit (ECU) was replaced at the r

of one euro to one ECU. For the three-year tramsdi period ending December 31, 2001, the natiomakncies of member states will
continue to circulate but be sub- units of the et®w public debt will be issued in euro and ergtidebt may be redominated into euro. At
the end of the transitional period, euro banknated coins will be issued, and the national curesoff the member states will cease to be
legal tender no later than June 30, 2002. The cesnthich adopted the euro on January 1, 199%aséria, Belgium, Finland, France,
Germany, Ireland, Italy, Luxembourg, The NethergriRortugal, and Spain. Other countries are exge¢ot®ollow later. The Company has
operations in all of these countrii



As a result of the euro conversion, it is probdb# selling prices of the Company's products amdises will experience downward pressure,
as current price variations among countries araaed due to easy comparability of euro prices accosintries. Prices will tend to harmon
although value added taxes and transportation eoktstill justify price differentials. Adoption fothe euro will probably accelerate existing
market and pricing trends including pan-Europeayirmuand general price erosion.

On the other hand, currency exchange and hedgistg wall be significantly reduced; lower prices grah-European buying will benefit the
Company in its purchasing endeavors; the numbbanks and suppliers needed will be reduced; théréeviess variation in payment tern
and it will be easier for the Company to expand imtw marketing channels such as mail order amaiat marketing.

The Company is in the process of making changeasdas such as marketing and pricing, purchasingraas, payroll, taxes, cash
management and treasury operations. Billing systeithbe modified so that, in 1999, the Companyl# able to show total gross, value
added tax, and net in euros on national currengyides, to enable customers to pay in the new eumency if they wish to do so. Systems
for pricing, payroll and expense reimbursement$ awihtinue to use national currencies until yead 2001. The functional currencies of the
Company's operations in affected countries willaenthe national currencies until approximatelyryeiad 2000, when they will change to
euro.

The systems costs of adopting the euro are estihtatee less than $4 million since many non-eunmygi@ant systems will be eliminated as
the Company installs ERP/SAP software in conneatiith its enterprise resource planning project. Toenpany plans to be at least
minimally euro- compliant when necessary, and éppring contingency plans to address potentialydetasystems implementation.

LIQUIDITY AND CAPITAL RESOURCES

Net cash provided by operating activities in 193%w1,483 million. Net earnings, adjusted for dejateon and amortization, provide
$2,243 million of operating cash. This was panialffset by decreases in liabilities (excludingfoeevings) of $516 million relating primarily
to severance payments for restructuring prograntspgher changes in working capital. Net cash uséavesting activities of $1,839 million
in 1998 was utilized primarily for capital expendis of $1,108 million and acquisitions, net ofrtasquired, of $949 million. Net cash
provided by financing activities of $77 million i®98 was the result of net increases in borrowarigk’ 76 million, and employee stock
options exercised of $128 million, offset by $568lion of dividend payments and $258 million of skorepurchases.

Cash dividends per share of $1.76, $1.76 and $pa@@ble quarterly, were declared in 1998, 19971286, respectively. Total cash
dividends of approximately $569 million, $567 noti and $539 million were paid in 1998, 1997 andgl98spectively



Net working capital (excluding sh-term borrowings) increased to $939 million from099million at year-end 1997. This increase is
primarily attributable to the Imation acquisitiarffset somewhat by the decrease in cash as distabse.

The Company repurchased $258 million, $850 milkon $623 million of its shares in 1998, 1997 an#éi6l 9espectively, under the $2 billion
repurchase program initiated in 1996. In 1996 ,Gbenpany also repurchased $700 million of its sharger a previous repurchase program.
Completion of the $2 billion stock repurchase pamgmwill be funded by available cash reserves astl fmm operations. Remaining capa
under the Company's $2 billion repurchased progreBecember 31, 1998 is approximately $269 million.

Total short-term and long-term borrowings were 32, fillion at year-end 1998 and $1,196 million eagend 1997. The Company has
access to a $3.5 billion revolving credit faciléxypiring in November 2001. The Company also hasef segistration statement for debt
securities with an available balance of $2.2 hillio

Capital additions in 1998 and 1997 by segmentrasieided in Note 18, Segment Information.

See Note 8, Commitments and Contingencies, forenwiental matters and other commitments of the Gomp

OTHER

In June 1998, the Financial Accounting Standardsr8¢FASB) issued Statement of Financial AccounStandards (SFAS) No. 133,
"Accounting for Derivative Instruments and Hedgihgivities." This Statement requires that an entégognize all derivatives as either as
or liabilities and measure those instruments atvalue. If certain conditions are met, a derivatmay be specifically designated as a hedge.
The accounting for changes in the fair value oéavétive depends on the intended use of the direzand the resulting designation. This
Statement must be adopted by the Company by the2@€8, but may be adopted in any earlier fiscalrtpr, and is not to be applied
retroactively. If the Company had adopted SFAS N3 in 1998, the impact would not have been mdteriids results of operations or
financial position. The Company has not yet detaadiwhen it will adopt this Statement.

Kodak is subject to various laws and governmemglilations concerning environmental matters. Sée RoCommitments and
Contingencies




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

Certain statements in this report may be forwankilag in nature, or "forward-looking statements'da$ined in the Private Securities
Litigation Reform Act of 1995. Forward-looking statents in this Form 10- K relate to the CompanyarY2000 compliance efforts,
including expectations about compliance timetahled costs. Also, references to the Company's $iliéntcost reduction initiative and to
expected savings in 1999 are forward-looking statgm

Actual results may differ from those expressechplied in forward- looking statements. With respcany forward-looking statements
contained in this report, the Company believesitsaesults are subject to a number of risk fagtorcluding: the Company's ability to
implement its product strategies (including itsitiligtion strategy and its plans for digital protuand Advantix products), to develop its
business in emerging markets, and to assimilateisitigns quickly; uncertainty in the Company's ioéf Imaging business; the inherent
unpredictability of currency fluctuations; compeiit actions, including pricing; the ability to rezad cost reductions and operating efficienc
including the ability to implement headcount redrefprograms timely and in a manner that does ndtly disrupt business operations, and
the ability to identify and to realize other costluction opportunities; the nature and pace ofrteldyy substitution; general economic and
business conditions; the ability of the Companidtmtify and address successfully Year 2000 issuagimely manner, and at costs that are
reasonably in line with projections; and the apitif the Company's vendors to identify and addsessessfully their own Year 2000 issue

a timely manner.

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

MARKET PRICE DATA

1998 1997
4th Qtr 3rd Qtr 2nd Qtr 1st Qtr 4th Qt r 3rd Qtr 2nd Qtr. 1st
Qtr
Price per
share:
High $85-1/4 $88-15/16 $76-3/16 $67- 3/4 $67 $81-1/4 $85-1/8 $94-3/4
Low 70 72-13/16 62-3/4 57-15/16 53-5/ 16 55-3/4 73-1/8 75-7/8

SUMMARY OF OPERATING DATA

A summary of operating data for 1998 and for the fgears prior is shown on page 68.



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 adverselctite results of operations and financial positisnseeking to minimize the risks and/or
costs associated with such activities, the Compaaages exposures to changes in commodity pritgesest rates and foreign currency
exchange rates. See Note 9, Financial Instrumfamtfyrther discussion of the Company's policy feenaging such exposures.

The majority of foreign currency forward contraate denominated in Australian, British, French,r@am, Irish and Spanish currencies. The
magnitude and nature of such hedging activitieeaptained further in Note 9, Financial Instrumeiit§oreign currency exchange rates at
December 31, 1998 and 1997 increased 10%, the Gonvpauld incur a $92 million and $72 million lose freign currency forward
contracts outstanding at December 31, 1998 and, ¥8S@ectively. Such losses would be substantidfset by gains from the revaluation or
settlement of the underlying positions hedged.

Increased foreign currency exchange rate risk fbmoember 31, 1997 is caused by a higher notiorlaéwaf contracts to buy French francs
offset by a lower notional value of contracts tth Betish pounds.

The Company has used silver option and forwardraotd to minimize almost all of its exposure tor@ases in silver prices in 1998 and will
continue to do so in 1999. As of December 31, 1888 Company had open forward contracts hedgingnggerity of its planned silver
requirements for 1999. Based on broker-quoted tatiun values, if the price of silver decreased X% $5.01 and $5.99 per troy ounce at
December 31, 1998 and 1997, respectively, thevédire of silver forward contracts would be redubgdb25 million and $17 million,
respectively. Increased silver price risk from Daber 31, 1997 is caused by a higher notional amofusitver hedging contracts outstanding
at December 31, 1998. Such losses in fair valuealized, would be offset by lower costs of maotifang silver- containing products.

The Company is exposed to interest rate risk pilgntrough its borrowing activities and less sooilgh investments in marketable
securities. The Company utilizes U.S. dollar-den@atéd commercial paper and borrowings as well @sdo currency-denominated
borrowings to fund its working capital and investrneeeds. The majority of short-term and long-teéamrowings and marketable securities
are in fixed rate instruments. There is inheretitawer risk for borrowings and marketable securitisthey mature and are renewed at cu
market rates. The extent of this risk is not gaaitie or predictable because of the variabilityfudfire interest rates and business financing
requirements. Using a yield to maturity analydi®ecember 31, 1998 interest rates increased 10%u{al9 basis points) with the December
31, 1998 level of short-term and long-term borrayginthere would be decreases in fair value of sleom and long-term borrowings of $1
million and $10 million, respectively. If Decemb#t, 1997 interest rates increased 10% (about 5% pamts) with the December 31, 1997
level of debt and marketable securities, there dibel decreases in fair value of marketable seesrighort-term and long-term borrowings of
$1 million, $3 million and $13 million, respectiyel



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
30 through 67. These financial statements have pesyared in accordance with generally acceptedusnting principles and include certain
amounts that are based on management's best estiamat judgments.

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 gengraticepted auditing standards. Their resulting tdpshown below.

The Board of Directors exercises its responsibflitythese financial statements through its Auditr@nittee, which consists entirely of non-
management Board members. The independent accématathinternal auditors have full and free actesise 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.

George M. C. Fisher Harry L. Kav etas

Chairman and Chief Financ ial Officer,

Chief Executive Officer Executive Vi ce President and
Director

January 13, 1999 January 13, 1999



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

In our opinion, the accompanying consolidated foialnstatements listed in the index appearing utiden 14(a)(1) and (2) on page 71 of this
Annual Report on Form 10-K present fairly, in atht@rial respects, the financial position of Eastidadak Company and subsidiary
companies at December 31, 1998 and 1997, andshisef their operations and their cash flowsdach of the three years in the period
ended December 31, 1998, in conformity with gemgrdcepted accounting principles. These finarsti@ements are the responsibility of the
Company's management; our responsibility is to@sgan opinion on these financial statements basedr audits. We conducted our audits
of these statements in accordance with generatlgmed auditing standards which require that we afed perform the audit to obtain
reasonable assurance about whether the finanatehsénts are free of material misstatement. Antancludes examining, on a test basis,
evidence supporting the amounts and disclosuréifinancial statements, assessing the accouptingiples used and significant estimates
made by management, and evaluating the overaldiahstatement presentation. We believe that adits.provide a reasonable basis for the
opinion expressed above.

PricewaterhouseCoopers LLP
Rochester, New York
January 13, 199



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF EARNINGS

For the Yea r Ended December 31,
(in millions, except per share
data)
1998 1997 1996

Sales $13,406 $ 14,538  $15,968
Cost of goods sold 7,293 7,976 8,327

Gross profit 6,113 6,562 7,641
Selling, general and
administrative expenses 3,303 3,912 4,410
Research and development costs 880 1,044 1,028
Purchased research and
development 42 186 -
Restructuring costs and asset

impairments - 1,290 358

Earnings from operations 1,888 130 1,845
Interest expense 110 98 83
Other income (charges) 328 21 (206)
Earnings before income taxes 2,106 53 1,556
Provision for income taxes 716 48 545
Earnings from continuing operations 1,390 5 1,011
Gain on sale of discontinued
operations - - 277

NET EARNINGS $1,390 $ 5 $1,288

Basic earnings per share:

From continuing operations $430 $ .01 $ 3.00
From discontinued operations - - .82
Basic earnings per share $430 $ 01 $ 3.82

Diluted earnings per share:

From continuing operations $424 % 01 $ 295
From discontinued operations - - .81
Diluted earnings per share $424 % 01 $ 3.76

Earnings from continuing operations
used in basic and diluted
earnings per share $1,390 $ 5 $1,011

Number of common shares used in

basic earnings per share 323.3 327.4 3374
Incremental shares from
assumed conversion of options 45 4.5 5.3

Number of common shares used in
diluted earnings per share 327.8 331.9 342.7

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



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(in millions, except share and per

share data) At

1998
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 457
Marketable securities 43
Receivables 2,527
Inventories 1,424
Deferred income tax charges 855
Other 293
Total current assets 5,599
PROPERTIES
Land, buildings and equipment at cost 13,482
Less: Accumulated depreciation 7,568
Net properties 5,914

OTHER ASSETS
Goodwill (net of accumulated

amortization of $534 and $473) 1,232
Long-term receivables and other

noncurrent assets 1,705
Deferred income tax charges 283
TOTAL ASSETS $14,733

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

Payables $ 3,906
Short-term borrowings 1,518
Taxes - income and other 593
Dividends payable 142
Deferred income tax credits 19
Total current liabilities 6,178

OTHER LIABILITIES

Long-term borrowings 504
Postemployment liabilities 2,962
Other long-term liabilities 1,032
Deferred income tax credits 69
Total liabilities 10,745

SHAREHOLDERS' EQUITY

Common stock, par value $2.50 per share
950,000,000 shares authorized; issued
391,292,760 shares in 1998 and 1997 978

Additional paid in capital 902

Retained earnings 6,163

Accumulated other comprehensive loss (111)
7,932

Treasury stock, at cost
68,494,402 shares in 1998 and
68,225,820 shares in 1997 3,944

Total shareholders' equity 3,988
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY $14,733

The accompanying notes are an integral part of thes

December 31,
1997

e financial statements.



Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
(in millions, except number of shares)

Accumulated

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

Shareholders' Equity December 31, 1995 $974 $803 $5189 $ 88 $(1,933) $5, 121
Net earnings - - 1,288 - -1, 288
Other comprehensive loss:

Unrealized holding losses - - - - - )
Currency translation adjustments - - - - - (18)
Other comprehensive loss - - - (21) - (21)
Comprehensive income - - - - -1, 267
Cash dividends declared - - (539) - - 539)
Retained earnings - other changes - - 1 - - 1
Common stock issued under employee plans
(1,718,141 shares) 4 64 - - - 68
Treasury stock repurchased (17,625,850 shares) - - - - (1,323) (1 323)
Treasury stock issued under employee plans
(1,851,710 shares) - (25) - - 96 71
Tax reductions - employee plans - 68 - - - 68
Shareholders' Equity December 31, 1996 978 910 5,939 67 @3, 160) 4, 734
Net earnings - - 5 - - 5
Other comprehensive income (loss):

Unrealized holding gains - - - - - 15

Currency translation adjustments - - - - - ( 247)

Minimum pension liability adjustment

($57 million pre-tax) - - - - - (37)
Other comprehensive loss - - - (269) - ( 269)
Comprehensive loss - - - - - 264)
Cash dividends declared - - (577) - - ( 577)
Retained earnings - other changes - (24) - - (24)
Treasury stock repurchased (11,315,800 shares) - - - - (850) ( 850)
Treasury stock issued under employee plans

(2,540,868 shares) - (31) - - 138 107
Tax reductions - employee plans - 35 - - - 35

Shareholders' Equity December 31, 1997 978 914 5,343 (202) (3,872) 3, 161



Eastman Kodak Company and Subsidiary Companies

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY Cont.

(in millions, except number of shares)

Common
Stock*
Shareholders' Equity December 31, 1997 978

Net earnings -

Other comprehensive income (loss):
Unrealized holding gains arising
during the period ($122 million pre-tax) -
Reclassification adjustment for gains
included in net earnings ($66 million
pre-tax) -
Currency translation adjustments -
Minimum pension liability adjustment
($7 million pre-tax) -

Other comprehensive income -

Comprehensive income -

Cash dividends declared -
Treasury stock repurchased (3,541,295 shares) -
Treasury stock issued under employee plans
(3,272,713 shares) -

Tax reductions - employee plans -

Shareholders' Equity December 31, 1998 $978

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

Accumulated unrealized holding gains/losses as of D
1996 were $43 million gain, $7 million gain and $8
Accumulated translation adjustments as of December
$(113) million, $(172) million and $75 million, res
minimum pension liability adjustment as of December
million and $(37) million, respectively.

The accompanying notes are an integral part of thes

Accumulated
Additional Other
Paid In Retained Comprehensive Treasury
Capital Earnings Income (Loss) Stock Tot
914 5,343 (202) (3,872) 3,1

- 1,390 - - 13
S -
- -9
T
- (570) - NG
- - (258) (2
(58) - - 186 1

$902 $6,163 $(111) $(3,944) $3,9

eferred stock authorized,

ecember 31, 1998, 1997 and
million loss, respectively.

31, 1998, 1997 and 1996 were
pectively. Accumulated

31, 1998 and 1997 was $(41)

e financial statements.
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Eastman Kodak Company and Subsidiary Companies
CONSOLIDATED STATEMENT OF CASH FLOWS

For the Ye ar Ended December 31,
(in millions) 1998 1997 1996
Cash flows from operating activities:
Earnings from continuing operations  $1,390 $ 5 $1,011

Adjustments to reconcile to net cash
provided by operating activities:

Depreciation and amortization 853 828 903
Purchased research and development 42 186 -
Loss on sale of Office Imaging

business - - 387
Restructuring costs, asset impairments

and other charges, net of cash spent - 1,415 358
Provision (benefit) for deferred

income taxes 202 (502) 17)
(Gain) loss on sale/retirement of

assets (166) 25 65
(Increase) decrease in receivables Q) 165 15
(Increase) decrease in inventories (43) 77 (130)
(Decrease) increase in liabilities

excluding borrowings (516) (349) 18
Other items, net (278) 230 (126)

Total adjustments 93 2,075 1,473

Net cash provided by operating

activities 1,483 2,080 2,484

Cash flows from investing activities:

Additions to properties (1,108) (1,485) (1,341)
Proceeds from sale of assets 297 109 124
Cash flows related to sales of

businesses (59) (194) 681
Acquisitions, net of cash acquired  (949) (341) (128)
Marketable securities - sales 162 15 59
Marketable securities - purchases (182) - (31)

Net cash used in investing
activities (1,839) (1,896) (636)
Cash flows from financing activities:
Net increase (decrease) in
borrowings with original maturities

of 90 days or less 894 177 (206)
Proceeds from other borrowings 1,133 1,472 1,529
Repayment of other borrowings (1,251) (1,526) (1,420)
Dividends to shareholders (569) (567) (539)
Exercise of employee stock options 128 96 126
Stock repurchase programs (258) (850) (1,323)

Net cash provided by (used in)

financing activities 77 (1,198) (1,833)

Effect of exchange rate changes on cash 8 (35) 2)

Net (decrease) increase in cash and

cash equivalents (271) (1,049) 13
Cash and cash equivalents, beginning
of year 728 1,777 1,764



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 for continu

1998
Interest, net of portion capitalized
of $41, $33 and $29 $90
Income taxes 498

The following transactions are not reflected in the
of Cash Flows:

1998
Contribution of assets to Kodak
Polychrome Graphics joint venture  $ -
Liabilities assumed in acquisitions 473
Minimum pension liability adjustment 4

The accompanying notes are an integral part of thes

ing operations was:

1997 1996
$81 $78
517 275

Consolidated Statement

1997 1996
$216 $ -
144 128
37 -

e financial statements.



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 consumer, professional,
health and other imaging products. The Compangduymts are manufactured in a number of countriéoirth and South America, Europe,
Australia and Asia. The Company's products are atatkand sold in many countries throughout the dvorl

BASIS OF CONSOLIDATION

The consolidated financial statements include to®ants of Eastman Kodak Company and its majosityex subsidiary companies.
Intercompany transactions are eliminated and neiregs are reduced by the portion of the earnirfgaibsidiaries applicable to minority
interests. The equity method of accounting is deethvestments in associated companies which areantrolled by Kodak and in which
Kodak's interest is generally between 20% and 50%.

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 contihgssets and liabilities at year end and the
reported amounts of revenues and expenses duengplorting period. Actual results could differrfrehose estimates.

FOREIGN CURRENCY

For most subsidiaries and branches outside the th&local currency is the functional currency &naghslation adjustments are accumulated
in a separate component of shareholders' equiinslation adjustments are not tax-effected sineg talate to investments which are
permanent in nature.

For subsidiaries and branches that operate inddlfars or whose economic environment is highlyaitibnary, the U.S. dollar is the
functional currency and gains and losses thatrésuh translation are included in earnings. THectffrom foreign currency translation we
gain of $6 million in 1998, a loss of $7 million 997 and a loss of $4 million in 1996.

The Company hedges certain foreign currency trdissecand firm commitments by entering into forwasthange contracts. Gains and
losses associated with currency rate changes wrafdrcontracts hedging foreign currency transasteme recorded currently in earnings.
effects from foreign currency transactions, inahgdielated hedging activities, were losses of $#bomin 1998, $66 million in 1997, and
$37 million in 1996. Gains and losses related gles of firm commitments are deferred and recoghizesarnings or as adjustments of
carrying amounts when the transactions oc



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

At December 31, 1998, investments of $26 milliocludled in marketable securities were considered toeiaturity. Investments of $17
million included in marketable securities, and $hiilion of long-term marketable securities andestimvestments which were included in
other noncurrent assets, were considered availabsale.

At December 31, 1997, investments of $24 milliocludled in marketable securities, and long-term mi@tide securities of $26 million which
were included in other noncurrent assets, wereideredd held to maturity. Investments of $49 milliasluded in other noncurrent assets v
considered available for sale.

INVENTORIES

Inventories are valued at cost, which is not inesscof market. The cost of most inventories inUtte. is determined by the "last-in, first-

out" (LIFO) method. The cost of other inventoriesletermined by the "first- in, firetut" (FIFO) or average cost method, which approx&s
current cost. The Company provides inventory resefor excess, obsolete or slow- moving invent@seld on changes in customer demand,
technology developments or other economic factors.

PROPERTIES

Properties are recorded at cost reduced by acctedutiepreciation. Depreciation expense is provizhesid on historical cost and estimated
useful lives ranging from approximately five yetdifty years for buildings and building equipmetd three years to twenty years for
machinery and equipment. The Company generally thgestraight-line method for calculating the psion for depreciation.

GOODWILL

Goodwill is charged to earnings on a straight-biasis over the period estimated to be benefitedexaeeding fifteen years. The Company
regularly assesses all of its long-lived asseténfigairment when events or circumstances indidaé tarrying amounts may not be
recoverable, in accordance with Statement of FiahAccounting Standards (SFAS) No. 121, "Accougtiar the Impairment of Longived
Assets and for Long-Lived Assets to Be Disposed Tiis is accomplished by comparing the estimatediscounted future cash flows of the
asset grouping with the respective carrying amasrdf the date of assessment. Should aggregate ftagh flows be less than the carrying
value, a writ-down would be required, measured as the differbeteeen the carrying value and the discounted dutash flows



REVENUE

Revenue is recognized from the sale of film, papegpplies and equipment (including sales-type Eé&seequipment) when the product is
shipped; from maintenance and service contractstbeecontractual period, or as the services ar®peed; from rentals under operating
leases in the month in which they are earned; eord financing transactions at level rates of retwar the term of the lease or receivable.

RESEARCH AND DEVELOPMENT COSTS
Product development costs are charged to operalianirsg the period incurred.
ADVERTISING

Advertising costs are expensed as incurred andded in "selling, general and administrative expsrisAdvertising expenses amounted to
$756 million, $988 million and $1,026 million in 98, 1997 and 1996, respectively.

ENVIRONMENTAL COSTS

Environmental expenditures that relate to curr@erations are expensed or capitalized, as apptepiivaccordance with the American
Institute of Certified Public Accountants (AICPAjaement of Position (SOP) 96-1, "Environmental Rdiation Liabilities.” Remediation
costs that relate to an existing condition causepast operations are accrued when it is probalalethese costs will be incurred and can be
reasonably estimated.

INCOME TAXES

Income tax expense is based on reported earnirigeetincome taxes. Deferred income taxes reflexirtpact of temporary differences
between the amounts of assets and liabilities m@zed for financial reporting purposes and sucham®recognized for tax purposes.

EARNINGS PER SHARE

Earnings per share is presented in accordancethgthrovisions of SFAS No. 128, "Earnings Per SH@asic earnings per share
computations are based on the weighted-averageetumishares of common stock outstanding during/éa. Diluted earnings per share
calculations reflect the assumed exercise and esioveof employee stock options.

STOCK-BASED COMPENSATION

The Company applies Accounting Principles BoardBAPpinion No. 25, "Accounting for Stock IssuedEmployees," which requires
compensation costs to be recognized based onffeeedice, if any, between the quoted market pridhe stock on the grant date and the
exercise price



SEGMENT REPORTING

In the fourth quarter of 1998, the Company ado@EAS No. 131, "Disclosures about Segments of aargrise and Related Information,”
for all periods presented. The Company has fouraijmgy segments. The basis for determining the Gay’g operating segments is the
manner in which financial information is used bg thompany in its operations. Management operas@anizes itself according to
business units which comprise unique products andces across geographic locations.

RECLASSIFICATIONS

Certain reclassifications of 1997 and 1996 finanstatement and related footnote amounts have tnegle to conform with the 1998
presentation




NOTE 2: RECEIVABLES

(in millions)
1998 1997
Trade receivables $2,167 $1,930
Miscellaneous receivables 360 341
Total (net of allowances of $169 and $112) $2,527 $2,271

The Company sells to customers in a variety of éhidlels, markets and geographies around the woddeiRables arising from these sales are
generally not collateralized. Adequate provisioagénbeen recorded for uncollectible receivablegr&lare no significant concentrations of
credit risk.

NOTE 3: INVENTORIES

(in millions) 1998 1997

At FIFO or average cost (approximates
current cost)

Finished goods $ 907 $ 788
Work in process 569 538
Raw materials and supplies 439 460
1,915 1,786

LIFO reserve (491) (534)

Total $1,424 $1,252

Inventories valued on the LIFO method are approiageb7% and 56% of total inventories in 1998 aB81, respectively.

NOTE 4: PROPERTIES

(in millions) 1998 1997
Land $ 193 $ 185
Buildings and building equipment 2,681 2,693
Machinery and equipment 9,764 9,062
Construction in progress 844 884

13,482 12,824
Accumulated depreciation (7,568) (7,315)

Net properties $5,914 $ 5,509




NOTE 5: PAYABLES AND SHORT-TERM BORROWINGS

(in millions) 1998 1997
Trade creditors $ 947 $ 943
Accrued advertising and promotional
expenses 392 322
Employment-related liabilities 897 709
Restructuring programs 312 813
Other 1,358 1,045
Total payables $3,906 $3,832

Short-term bank borrowings totaled $1,518 milliary@ar-end 1998 and $611 million at year-end 18®frowings included $1,196 million
and $227 million of commercial paper at year-enfiglnd 1997, respectively. The weightadrage interest rate was 5.5% in 1998 and |
in 1997.

The Company has a $3.5 billion unused revolvinglitfecility established in 1996 and expiring in\Wwmnber 2001 which is available to
support the Company's commercial paper progranf@amgkneral corporate purposes. If unused, it hamamitment fee of $1.9 million per
year, at the Company's current credit rating. Bgeon amounts borrowed under this facilitcalculated at rates based on spreads above
certain reference rates.

NOTE 6: LONG-TERM BORROWINGS
(in millions)

Description and Interest Maturity Dates

Rates of 1998 Borrowings of 1998 Borrowings 19 98 1997

Notes:

5.27% - 8.25% 1999 - 2004 $1 98  $198

9.20% - 9.95% 2003 - 2021 1 91 191

Debentures:

1.35% - 13.75% 1999 - 2004 1 47 171

Other:

.05% - 15.8% 2000 - 2021 46 28

5 82 588

Current maturities ( 78) ?3)

Total $5 04  $585

Annual maturities (in millions) of long-term borravgs outstanding at December 31, 1998 are as fsll@®99: $78; 2000: $68; 2001: $72;
2002:
$22; 2003: $282 and 2004 and beyond: $60.

The Company has a shelf registration statemerddbt securities with an available balance of $al@h.



NOTE 7: OTHER LONG-TERM LIABILITIES

(in millions) 199 8 1997
Deferred compensation $ 16 0 $ 152
Restructuring programs 10 2 295
Liabilities related to sales of
businesses 17 2 195
Minority interest in Kodak companies 12 8 24
Other 47 0 417
Total $1,03 2 $1,083

NOTE 8: COMMITMENTS AND CONTINGENCIES

Environmental
Expenditures for pollution prevention and wastatimeent for continuing operations at various manui@eg facilities were as follows:

1998 199 7 1996
(in millions)

Recurring costs for managing

hazardous substances and

pollution prevention $75 $8 8 $76
Capital expenditures to limit or

monitor hazardous substances and

pollutants 25 2 5 37
Site remediation costs 4 2 3
Total $104  $11 5 $116

At December 31, 1998 and 1997, the Company's ungliged accrued liabilities for environmental rena¢idn costs amounted to $91 million
and $118 million, respectively.

The Company anticpates the above expenditurestedse in the future. However, it is not expeched these costs will have an impact
which is materially different from 1998's environmt&@l expenditures on financial position, result®pérations, cash flows or competitive
position.

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 Compapyoved its waste
characterization procedures, upgraded one of égisénators, and is evaluating and upgrading itsistiial sewer system. The total

expenditures required to complete this prograncareently estimated to be approximately $43 millawer the next eight years. These
expenditures are primarily capital in natt



The Company is presently designated as a potgntegponsible party (PRP) under the Comprehensmiréhmental Response,
Compensation, and Liability Act of 1980, as amenfibd Superfund law), or under similar state laf@sgnvironmental assessment and
cleanup costs as the result of the Company's alagangements for disposal of hazardous substateggproximately seven active
Superfund sites. With respect to each of these,glte Company's actual or potential allocatedesbiresponsibility is small. Furthermore,
numerous other PRPs have similarly been desigrdtidse sites and, although the law imposes goidtseveral liability on PRPs, as a
practical matter, costs are shared with other PRE$lements and costs paid by the Company in 8uqpmkematters to date have not been
material. Future costs are also not expected todderial to the Company's financial position oufesof operations.

In addition to the foregoing environmental actiothe® Company is currently implementing a Correcthation Program required by the
Resource Conservation and Recovery Act (RCRA)akibdak Park site in Rochester, NY. As part of Bisgram, the Company has
completed the RCRA Facility Assessment (RFA), allrbased environmental investigation of the sithil&\future expenditures associated
with any remediation activities could be significathe Company is currently in the process of catipy a number of RCRA Facility
Investigations (RFIs) and Corrective Measures 8&{CMS) for areas at the site. Upon completiothe$e activities, the Company expects
to have fully developed estimates of the requiesdediation costs.

The Clean Air Act Amendments were enacted in 18@enditures to comply with the Clean Air Act implenting regulations issued to d
have not been material and have been primarilyt@apinature. Future capital expenditures caneatdasonably estimated at the present
time, as many of the regulations to be promulgptegduant to this Act have not been issued.

The Company has retained certain obligations feirenmental remediation and Superfund mattersedl& the non-imaging health
businesses sold in 1994. Actions to fulfill thedéigations are not expected to be completed im#a term and costs related to the
obligations are included in remediation accruaterded at December 31, 1998. Included in thesgatidins are responsibilities for the
liabilities associated with the non-imaging heditisinesses as a PRP in approximately eight actiper8ind sites.

Other Commitments and Contingencies

The Company has entered into agreements with desx@rpanies which provide Kodak with products aed/ges to be used in its normal
operations. The minimum payments for these agretsaea approximately $124 million in 1999, $106liwi in 2000, $80 million in 2001,
$68 million in 2002, $68 million in 2003 and $114lmn in 2004 and thereafter.

The Company has also guaranteed debt and othgatiblis under agreements with certain affiliatechjganies and customers. At December
31, 1998, these guarantees totaled approximat@§ &illion. The Company does not expect that tiiesgantees will have a material impact
on the Company's future financial position or ressaf operations



The Company has issued letters of credit totaling iillion to ensure the completion of environméngénediations and payment of possible
casualty and Workers' Compensation claims.

Rental expense, net of minor sublease income, at@duo $149 million in 1998, $182 million in 1997@da$207 million in 1996. 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 1988, million in 2000, $58 million in 2001, $34 ndh in 2002, $23 million in 2003 and
$47 million in 2004 and thereafter.

The Company and its subsidiary companies are irebin 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 9: FINANCIAL INSTRUMENTS

The following table presents the carrying amounts the estimated fair values of financial instruitseat December 31, 1998 and 1997; ()
denotes liabilities:

1998 1997
(in millions)
Carrying Fair C arrying  Fair
Amount Value Amount Value

Marketable securities:

Current $ 43 $43 $ 24 $ 24

Long-term 89 89 26 26
Other investments 23 25 49 48
Long-term borrowings (504) (540) (585) (627)
Foreign currency forwards 9 9 12 Q)
Silver options - 1 17
Silver forwards - 7 - 15

Marketable securities and other investments angedbat quoted market prices, except for $3 mildad $25 million of equity investments
included in other investments at December 31, E31#B1997, respectively, which are reflected at tbairying value because quoted market
prices do not exist. The fair values of long-teronrbwings were determined by reference to quoterketgrices or by obtaining quotes from
dealers. The fair values for the remaining finahicistruments in the above table are based on dgat#es and reflect the estimated amounts
the Company would pay or receive to terminate th@racts. The carrying values of cash and castvabguits, receivables, short-term
borrowings and payables approximate their fair @alu

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 adverselcaiife results of operations and financial positionseeking to minimize the risks and/or
costs associated with such activities, the Compaagages exposures to changes in commodity pritesest rates and foreign currency
exchange rate:



Foreign currency forward contracts are used to @eggtain firm commitments and the currency risierent in the depositking and lendin
activities of the Company's International TreasDenter. Option and forward contracts are used tgaté the Company's risk to fluctuating
commodity prices. The Company's exposure to chaimgeserest rates results from its investing anddwing activities used to meet its
liquidity needs. Long-term debt is generally usefinance long- term investments, while short-telebt is used to meet working capital
requirements. Derivative instruments are not pridgeised to adjust the Company's interest ratepisfkile. The Company does not utilize
financial instruments for trading or other spedukapurposes, nor does it utilize leveraged finahicistruments.

The table below summarizes by major currency th®nal amounts of foreign currency forward contsaictU.S. dollars. The counter-
currency for the majority of the contracts is th&ldollar, while some contracts are cross-currevitly one foreign currency traded for
another. Foreign currency amounts are translateates current at the reporting date. The "buy" ammrepresent the U.S. dollar equivalent
of commitments to purchase foreign currencies,thadsell" amounts represent the U.S. dollar edaitaof commitments to sell foreign
currencies. Substantially all of the Company'sifpreurrency forward agreements will mature durli®99. The market risk related to forei
currency forward contracts is substantially oftsgithanges in the valuation and cash flows of tigetdying positions hedged.

1998 1997

(in millions)

Buy Sell Buy Sell
Australian dollar $- $65 $- $69
British pound - 385 - 477
French franc 288 - 105
German mark 79 - 54 -
Irish punt - 83 - 84
Spanish peseta - 31 - 36
Others 65 31 75 121

Total $432  $595 $234  $787

The Company has used silver option and forwardraotd to minimize almost all of its exposure tor@ases in silver prices in 1998 and will
continue to do so in 1999. As of December 31, 1888 Company had open forward contracts hedgingnidgerity of its planned silver
requirements for 1999. Silver forwards outstandih®ecember 31, 1998 have notional amounts of &3#ibn. All silver hedging contracts
are settled in cash. Gains and losses relatetivtr biedges are recorded as adjustments to thgimquamount of silver inventory when
purchased, and recognized in results of operatisrsilver-containing products are sold. The marikktrelated to silver options and forward
contracts is substantially offset by changes incthe& of silver purchased.

The Company's financial instrument counterpartreshigh quality investment or commercial banks vgignificant experience with such
instruments. The Company manages exposure to apanty credit risk through specific minimum

credit standards and diversification of counteilipartThe Company has procedures to monitor thet@eposure amounts. The maximum
creditexposure at December 31, 1998 was not significatitd Company




NOTE 10: INCOME TAXES

The components of earnings (loss) from operati@ifsre income taxes and the related provision (bgrfef U.S. and other income taxes
were as follows:

(in millions) 1998 1997 1996
Consoli- Consol i- Continuing
Consoli-
dated dated Operations dated
Earnings (loss) before income
taxes
u.s. $1,578 $ 328 $1,125  $1,190
Outside the U.S. 528 (275 ) 431 431
Total $2,106 $ 53 $1,556  $1,621
U.S. income taxes
Current provision $ 351 $ 388 $ 286 $ 206
Deferred provision (benefit) 136 (366 ) 7 15
Income taxes outside the U.S.
Current provision 113 130 231 231
Deferred provision (benefit) 61 (115 ) (36)
(36)
State and other income taxes
Current provision (benefit) 50 32 45
(95)
Deferred provision (benefit) 5 (21 ) 12 12
Total $ 716 $ 48 $ 545 $ 333

The difference between the tax provision for cantig and consolidated operations for 1996 washattable to a tax benefit of $212 million
recorded for discontinued operations.

The differences between the provision for incomxe$aand income taxes computed using the U.S. feiderame tax rate for continuing
operations were as follows:

(in millions) 1998 1997 1996
Amount computed using the statutory
rate $737 $19 $545

Increase (reduction) in taxes
resulting from:

State and other income taxes 38 7 37
Goodwill amortization 28 18 21
Export sales and manufacturing

credits (39) (39) (41)
Operations outside the U.S. (15) 36 6
Other, net (33) 7 (23)

Provision for income taxes  $716 $ 48 $545



The significant components of deferred tax asseddiabilities were as follows:

(in millions) 1998 1997
Deferred tax assets
Postemployment obligations $1,085 $1,141
Restructuring programs 177 296
Inventories 139 103
Tax loss carryforwards 95 150
Other 887 845
2,383 2,535
Valuation allowance (95) (150)
Total $2,288 $2,385
Deferred tax liabilities
Depreciation $ 472 $ 448
Leasing 310 308
Other 456 377
Total $1,238 $1,133

The valuation allowance is primarily attributabbecertain net operating loss carryforwards outiiéeU.S. A majority of the net operating
loss carryforwards are subject to a five-year etn period.

Retained earnings of subsidiary companies outbieléJtS. were approximately $1,036 million and $@8ltion at December 31, 1998 and
1997, respectively. Retained earnings at Decembgel @8 are considered to be reinvested indefiniteremitted, they would be

substantially free of additional tax. It is not gtiaable to determine the deferred tax liability femporary differences related to these retained
earnings




NOTE 11: RESTRUCTURING PROGRAMS
1997 Program

In December 1997, the Company committed to impldéraeBstructuring program and recorded a pre-taxigion of $1,455 million for
severance and other termination benefits and exgisaelated to the strategic realignment of thengany's worldwide manufacturing, sales
and marketing, R&D, administrative, and photofimighoperations. The Company recorded $165 millibthe $1,455 million provision as
cost of goods sold, primarily for inventory writewins and other costs. The remaining $1,290 millietuded $862 million of restructuring
costs and $428 million of asset impairments.

Severance costs for 16,100 personnel includedeimestructuring provision resulted from businestseand capacity reductions associated
with the realignment of manufacturing (7,950 persg) and service and photofinishing operation§42,personnel); and the consolidatior
sales and marketing (1,425 personnel), R&D (1,088gnnel) and administrative (3,050 personnel)tfans in various locations of the
Company's worldwide operations. Approximately 9,p88sonnel had been terminated under this progsathebend of 1998. The remaining
terminations are expected to be completed by Deeethh 1999 and are primarily associated with pidfactions and business exits.

As a result of capacity reductions and portfolitiats to exit nonstrategic businesses, provisioagewecorded to write down assets and
provide for costs associated with the shutdowreofain facilities and operations. Activities refafito these actions affected numerous
business lines and functional areas around thedwBrimary actions involved the reorganizationaristized goods manufacturing and
research labs operations as well as decisionsitto@xerous businesses across all operating segmeith a significant portion relating to
Consumer Imaging and Other Imaging segment bussess

As a result of these actions, amounts were recalating to severance and termination benefitefoployees, costs associated with the
demolition or shutdown of facilities as a resultled Company's exit activities and lease cancetiadind penalty costs for existing obligations
relating to leased facilities. In addition, impa@nt charges were recorded in accordance with SFASLRIL, "Accounting for the Impairment
of Long-Lived Assets and for Long-Lived Assets t® Bisposed Of," and inventories were written downét realizable value as a result of
the Company's decision to realign its operatingifees and in connection with the exit of non-s&gic businesses. The Company also
recorded reserves for future estimated losses istirexcontractual customer obligations associatid certain businesses being exited,
categorized as other costs in the table below.

As of December 31, 1997, the Company had a lighfitb368 million remaining for this program, prinig for severance payments. The
Company completed the majority of the actions unidisrprogram in 1998, and expects to completeg¢h®ining actions in 1999. The
Company believes the amounts accrued under thed®®7996 programs are adequate to cover remaaci@ns under such progran



The following table summarizes the costs and dgtagsociated with the 1997 program:

(in millions) Lease
Cancel- Inventory
lation & Asset Write-downs
Severance Shutdown Penalty Write- & Other
Costs Costs Costs downs Costs
Total
Initial Reserve  $735 $65 $62 $428  $165 $1,455
Amounts utilized 468 23 35 428 133 1,087
Balance 12/31/98  $267 $42 $27 $- $32 $ 368

1996 Program

The Company recorded a pre-tax provision of $3598aniin 1996 for severance and other terminatiendfits for approximately 3,900
personnel and exit costs related to the realignmitite Company worldwide. The $358 million prowisiincluded $299 million of
restructuring costs primarily for severance anthteation benefits. In addition, shutdown costs Eage penalty and cancellation costs of
million included in the $299 million charge werecaged in connection with the elimination and corgation of facilities and infrastructure.
In adddition to this, a $59 million charge relatedasset impairments was recorded as a resuledEtimpany's restructuring actions.

The principal purpose of this program is to elinénafrastructure and operational inefficiencied amdundancies throughout the Compan
taking actions to separate personnel, close fasiland exit non- strategic businesses. A portfdheprogram includes the restructuring of
retail and wholesale photofinishing operationsmariily outside the U.S. Additionally, the plan aglssed certain infrastructure activities
which supported the Office Imaging business, whiels sold to Danka in 1996. Of the 3,900 employedzetterminated, approximately 2,
relate to administrative and marketing function800 are attributed to photofinishing operationd 260 in manufacturing operations.

As of December 31, 1998 and 1997, the Company Hiathiity of $46 million and $225 million, respeéetly, remaining for this program,

primarily for severance payments, most of whicH ba paid in 1999. Substantially all employeeseddrminated under this program have
been terminated by the end of 1998.



NOTE 12: 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 and foreign currency financial
instruments. Kodak common stock represents appateiyn8.0% of trust assets.

The benefit obligation of KRIP excludes amountsdtiiemployees (both retired and active) of the-imnaging health businesses sold in 1994
since those obligations were transferred to theetsigf such businesses. The transfer of assetstfr@tdRIP trust fund to the buyers of the
non- imaging health businesses was not completefl@scember 31, 1998. The Company retained thigatin for employees of the Office
Imaging business as a result of the sale of theinlegs in 1996.

Most subsidiaries and branches operating outsigl®tB. have retirement plans covering substantillgmployees. Contributions by the
Company for these plans are typically depositeceugdvernment or other fiduciary- type arrangemeRé&direment 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 diverenomic environments within the various coustitiewhich the Company operates.

The Company adopted the disclosure provisions ¢(SSNo. 132, "Employers' Disclosures about PensamtsOther Postretirement
Benefits," in 1998



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

(in millions) 1998

Non
us. Uu.
Change in Benefit Obligation
Projected benefit obligation
at January 1

S.

$6,810 $1,809

Service cost 122 33
Interest cost 444 118
Participant contributions - 13
Benefit payments (1,113) (145)
Actuarial loss 224 144
Curtailments 36 11
Currency adjustments - 16

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
Participant contributions
Benefit payments

Currency adjustments

Fair value of plan assets
at December 31

$6,523 $1,999

$6,950 $1,749

706 129
- 76
- 13

(1,113) (156)
- 13

$ 6,543 $1,824

Funded Status at December31 $ 20 $(175)
Unrecognized:
Transition asset (232) (46)
Net actuarial loss 256 280
Prior service cost 94 31
Net amount recognized at
December 31 $ 138 $ 90

1997
Non-
U.S. uU.S.

$6,425 $1,610

122 36
480 118
-9
(705)  (98)
488 229
- 5
- (100)

$6,709 $1,673
946 226
- 35
-9
(705)  (97)
-9

$ 140 $ (60)

(330) (55)
193 107
120 39

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

(in millions) 1998
Non-
U.Ss. UuU.s.
Prepaid pension cost $ 138 $104

Accrued benefit liability

- (14

Net amount recognized at
December 31



Pension expense for all plans included:

(in millions) 1998 199 7 1996
Non- Non- Non-
UsS. US. UsS. Us. U.S. UsS.
Service cost $122 $ 33 $122 $ 36 $131 $ 42
Interest cost 444 118 480 118 476 112
Expected return on plan
assets (551) (137) (565) (134) (534) (123)
Amortization of:
Transition asset (60) (9) (67) 8) (66) (8)
Prior service cost 12 8 13 8 15 9
Actuarial loss 11 5 4 1 35 3
(22) 18 (13) 21 57 35
Curtailment charge (credit) 7 1 - - 14 (3)
Settlement charge (credit) - 2 - - - @
Net pension expense (15) 21 (13) 21 71 31
Other plans including
unfunded plans 36 46 31 76 31 65
Total net pension expense $ 21 $ 67 $ 18 $ 97 $102 $ 96

The Company recorded an $8 million curtailment sd a $2 million settlement charge in 1998 asalref the reduction in employees in

1998 from the 1997 restructuring program. The Camgpacorded an $11 million curtailment loss and arfllion settlement credit in 1996
a result of the sale of the Office Imaging busin@dsch was included in the loss on the sale.

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

1998 1997
Non- Non-
Uus. Uu.s. Uus. Uu.s.
Discount rate 6.8% 5.8% 7.0% 6.7%
Salary increase rate 43% 3.1% 45% 3.7%
Long-term rate of return on
plan assets 9.5% 8.1% 9.5% 8.5%

The Company also sponsors an unfunded plan faaindtk S. employees, primarily executives. The bignef this plan are obtained by
applying KRIP provisions to all compensation, irihg amounts being deferred, and without regattieédegislated qualified plan
maximums, reduced by benefits under KRIP. At Decamdd, 1998 and 1997, the projected benefit obhbgatof this plan amounted to $232
million and $222 million, respectively. The Compamd recorded long-term liabilities at those daiffes208 million and $195 million,
respectively. Pension expense recorded in 199&, 488 1996 related to this plan was $26 milliorg $#lllion and $24 million, respectively.



NOTE 13: NONPENSION POSTRETIREMENT BENEFITS

The Company provides health care, dental andrigarance benefits to U.S. eligible retirees angil#é survivors of retirees. In general, th
benefits are provided to U.S. retirees that areemx by the Company's principal pension plan (KRTRgse benefits are funded from the

general assets of the Company as they are incuerthin non-U.S. subsidiaries offer health careefits; however, the cost of such benefits
is insignificant to the Company.

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

(in millions) 1998 1997
Net benefit obligation at beginning
of year $2,366 $ 2,281
Service cost 19 21
Interest cost 161 159
Plan participants' contributions 3 1
Plan amendments (158) -
Actuarial loss 78 55
Curtailments (29) -
Benefit payments (160) (151)
Net benefit obligation at end of year $ 2,280 $ 2,366
Funded status at end of year $(2,280) $( 2,366)
Unrecognized net actuarial loss 443 410
Unrecognized plan amendments (773) (788)

Weighted-average assumptions were as follows:

1998 1997
Discount rate 6.8% 7.0%
Salary increase rate 4.3% 4.5%
Health care cost trend (a) 7.0% 8.0%

(a) decreasing to 5.0% by 2002

(in millions) 1998 1997 1996
Components of net postretirement
benefit cost

Service cost $ 19 $ 21 $ 25
Interest cost 161 159 166
Amortization of:
Prior service cost (70) 69) (71)
Recognized actuarial loss 16 2 8
126 113 128
Curtailment credit (103) - (97)

Total net postretirement benefit cost $ 23 $ 113 $ 31



The Company recorded a $103 million curtailmenhdail998 as a result of the reduction in employed®998 from the 1997 restructuring
program. The Company recorded a $97 million curteiit gain in 1996 as a result of the sale of tHfe©fmaging business, which was
included in the loss on the sale.

In 1998, the Company moved to a new managed-caee lxzalth plan in order to effectively manage headre costs while maintaining the
quality of care. This change resulted in a reductib$25 million for 1998 postretirement benefist

Assumed health care cost trend rates have a signifeffect on the amounts reported for the health plans. A one percentage point change
in assumed health care cost trend rates would thaviollowing effects:

1% 1%
increase decrease
Effect on total service and interest
cost components $ 8 $ (6)

Effect on postretirement benefit
obligation 68 (56)




NOTE 14: STOCK OPTION AND COMPENSATION PLANS

The Company's stock incentive plans consist ofl#85 Omnibus Long-Term Compensation Plan (the 7388), the 1990 Omnibus Long-
Term Compensation Plan (the 1990 Plan) and the $8&& Option Plan (the 1985 Plan). The Plans dmairsistered by the Executive
Compensation and Development Committee of the BohRirectors.

Under the 1995 Plan, 22 million shares of the Camgjsacommon stock may be granted to a variety qfleyees between February 1, 1995
and December 31, 1999. Option prices are not hess 100% of the per share fair market value ordétie of grant, and the options generally
expire ten years from the dates of grant, but nx@yre sooner if the optionee's employment terminaidie 1995 Plan also provides for Stock
Appreciation Rights (SARS) to be granted, eitheiaimdem with options or freestanding. SARs allowi@pees to receive payment equal to
difference between the Company's stock market pmcgrant date and exercise date. At December@8,121,544 freestanding SARs w
outstanding at option prices ranging from $56.3%7%®.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 & tlean 50% of the per share fair market valuédherdate of grant; however, no options
below fair market value were granted. The optiozisegally expire ten years from the dates of gilautmay expire sooner if the optionee’s
employment terminates. The 1990 Plan also provilatoptions with dividend equivalents, tandem S/ARd freestanding SARs could be
granted. At December 31, 1998, 65,242 tandem SAR<a1,725 freestanding SARs were outstanding taarprices ranging from $31.45
to $44.50.

Under the 1985 Plan, 408,039 options, 21,037 tar8&Rs and 7,076 freestanding SARs were outstaratibgecember 31, 1998, at the
option price of $33.79. The 1985 Plan terms arélairto the 1995 Plan terms.

In April 1998, the Company made a one-time graritGff stock options for common stock to all empleyekthe Company at that date
(8,468,100 shares under options). The options gyenaeted at fair market value on the date of gradtexpire ten years from the grant date.
The options have a two- year vesting period. Thechtive Compensation and Development CommittebeoBiard of Directors approved
the on«-time grant.



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

Shar
Under O
Outstanding on December 31, 1995
Granted 3,3
Exercised 3,4

Terminated, Canceled or Surrendered
Outstanding on December 31, 1996
Granted 6,0
Exercised 2,4
Terminated, Canceled or Surrendered
Outstanding on December 31, 1997
Granted 14,5
Exercised 3,2
Terminated, Canceled or Surrendered
Outstanding on December 31, 1998
Exercisable on December 31, 1998

Pro forma net earnings and earnings per shareniiafiton, as required by SFAS No. 123, "AccountingStock-Based Compensation,” has
been determined as if the Company had accounteghiptoyee stock options under SFAS No. 123's fauer method. The fair value of these

options was estimated at grant date

21,1

20,8

24,2

1,2

34,3
15,7

Range of Price
Per Share

$30.25 - $69.50
$68.00 - $83.44
$30.25 - $71.81
$31.45 - $75.69

$30.25 - $83.44
$54.38 - $92.31
$30.25 - $71.81
$31.45 - $90.75

$30.25 - $92.31
$59.00 - $87.59
$30.25 - $82.00
$31.45 - $83.38

$30.25 - $92.31
$30.25 - $92.31

using a Black-Scholes option pricing model with thibowing weighted- average assumptions:

1998
Risk free interest rates 5.6%
Expected option lives 7 years
Expected volatilities 27%
Expected dividend yields 2.71%

The weighted-average fair values of options gramteck $19.94, $25.76 and $22.84 for 1998, 19971886, respectively.

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

Yea

(in millions, except per share data) 1998

Net earnings (loss)

As reported $1,390

Pro forma 1,272
Basic earnings (loss) per share

As reported $4.30

Pro forma 3.93
Diluted earnings (loss) per share

As reported $4.24

Pro forma 3.93

1997 1996
6.7% 6.3%
7 years 7 years
25% 25%

2.32% 2.25%

r Ended December 31,

1997 1996
$ 5 $1,288
(52) 1,262
$ .01 $382
(16)  3.74
$ 01 $3.76

(16)  3.68



The following table summarizes information about st
31, 1998:
(Number of options in thousands)

Options Outstanding

Range of Weighted-

Exercise Average  Weighted-
Prices Remaining  Average
At Less Contractual Exercise
Least Than Options Life Price
$30 - $45 8,663 3.6 $38.35
$45 - $60 3,304 5.9 $54.22
$60 - $75 19,326 8.8 $68.23
$75 - $90 916 8.5 $81.15
>$90 2,122 8.2 $90.19

ock options at December

Options Exercisable

Weighted-
Average
Exercise
Options  Price
8,463 $38.24
3,299 $54.21
3,163 $71.88

231 $81.20
588 $90.24
15,744



NOTE 15: ACQUISITIONS AND JOINT VENTURES
1998

On March 12, 1998, the Company acquired 51% oRa&fision Inc.'s stock for approximately $50 mitlicPictureVision, the leading
provider of digital imaging network services antlsions at retail, operates as a subsidiary ofGbmpany. Kodak has integrated the prod
and activities of its Picture Network, which proggdconsumers with an Internet-based digital imagatgiork service, with PictureVision's
digital imaging service, PhotoNet. The acquisiti@s been accounted for as a purchase and, acdgrdiveyoperating results of the business
have been included in the accompanying consolidatadcial statements from the date of acquisition.

In February 1998, the Company contributed $308ionilto Kodak (China) Company Limited (KCCL), a ngvbrmed company operating in
China, in exchange for 80% of the outstanding shafé¢he company. On March 25 and September 1,,X88&ew company acquired cert
manufacturing assets of Shantou Era Photo Mat@daistry Corporation, a Chinese domestic photogcagihterprise, for $159 million in
cash and $22 million in debt payable in 2003. Ondfi&6, 1998, KCCL acquired certain manufacturiggess of Xiamen Fuda Photographic
Materials Company, Ltd., another Chinese domestatqgraphic enterprise, for $149 million.

In February 1998, the Company contributed $32 amllio Kodak (Wuxi) Company Limited (KWCL), a newfigrmed company operating in
China, in exchange for 70% of the outstanding shaf¢he business. On April 2, 1998, KWCL acquipedt of the manufacturing assets of
Wuxi Aermei Film and Chemical Corporation, a Chmé®mestic photographic enterprise, for $11 miliiooash and $21 million in debt
payable in 1999.

The acquisitions by KCCL and KWCL have been accedifior as purchases and, accordingly, the operagiigts of the acquired companies
have been included in the accompanying consolidatadcial statements from the dates of acquisitubstantial portions of the purchase
prices were allocated to goodwill, which is beimgaatized over a ten-year period.

On November 30, 1998, Kodak acquired certain assetsassumed certain liabilities of Imation's mabiimaging business, including all of
the outstanding shares of Imation's Cemax-Iconidiarg, for approximately $530 million. The busisescquired by Kodak generates
approximately $500 million in revenues annuallyeTransaction was accounted for by the purchaskatdetnd, accordingly, the operating
results of the business have been included ingbemapanying consolidated financial statements filmendate of acquisition. A subtantial
portion of the purchase price was allocated toitdegssets and goodwill, which is being amortiagdr a ten-year period. See discussion
regarding i-process R&D charges belo



Upon closing of the Imation acquisition, the chitiigation concerning certain intellectual propedigputes between the companies in the
United States and Italy was settled. At the same tihe related civil litigation between Kodak avithnesota Mining & Manufacturing Co.
was also settled.

The 1998 and 1997 acquisitions did not have a madierpact on the Company's results of operationthose years. Pro forma financial
information has not been presented since the adtiquis both individually and in the aggregate witthe respective years, would not have
had a material impact on the Company's financialtjpm or results of operations.

1997

On March 17, 1997, the Company acquired the assetdiabilities of the Wang Laboratories' softwhresiness unit for approximately $260
million in cash. The unit is engaged in the deveiept of workflow, imaging, document management mgtvork storage management and
desktop software. The transaction was accounteblyftihhe purchase method and, accordingly, the tipgreesults of the business have been
included in the accompanying consolidated finanstalements from the date of acquisition. Goodweitorded in connection with the
acquisition is being amortized over five years. 8iseussion regarding in-process R&D charges below.

On September 2, 1997, the Company completed agroty increase its stake in Chinon Industries, fimen 12% to 50.1%. The Company's
consolidated financial statements include the agtsoof Chinon beginning September 2. Kodak and @hulosely collaborate on the
development and production of digital cameras; Ghialso produces Kodak's IL-500 scanner. KodakGindon will continue to collaborate
on engineering and development of digital camenassaanners.

On October 2, 1997, the Company purchased CPé&seisitin the Fox Photo, Inc. joint venture for $dilion in cash and a $43.9 million no
The two companies formed the venture in Octobeb1%8e transaction was accounted for by the puechsthod and, accordingly, the
operating results of the venture have been includélde accompanying consolidated financial stat@sm#&om the date of formation. On
September 1, 1998, the Company sold all of itseshaf Fox Photo, Inc. as discussed in Note 16,s3dlAssets and Divestitures.

On December 31, 1997, the Company and Sun Che@arabration formed a joint venture, Kodak Polycheo@raphics, that supplies film,
paper, conventional and computer-to-plate solutipnscessing chemistry and digital color proofimgducts to the global graphics arts
market. Each company owns 50% of the venture aarkstprofits equally. Assets contributed to thatjgenture were reclassified to other
noncurrent assets on the Consolidated Statemétihafficial Position. The Company's investment inviligture is accounted for using the
equity method



In-process Research and Development Charges

In connection with recent business combinations,Gbmpany allocated a portion of the purchase poieequired in-process R&D totaling
$42 million in the fourth quarter of 1998 relatectihe Imation acquisition and $186 million in thrst quarter of 1997 related to the Wang
acquisition.

The Company used independent professional appraisalitants to assess and allocate values totpwtess R&D. These allocations
represent the estimated fair value based on riglstat! future cash flows related to the incompgetgects. At the dates of the respective
business combinations, the development of thegegischad not yet reached technological feasikélitgd the R&D in progress had no
alternative future uses. Accordingly, these costgvexpensed as of the respective acquisition.dates

The valuations were determined by the Company usiegncome approach. The Company believes thashemptions used in the forecasts
were reasonable at the time of the respective basinombinations. No assurance can be given, howbaéthe underlying assumptions u

to estimate expected project sales, developmetd coprofitability, or the events associated veitith projects, will transpire as estimated.
For these reasons, actual results may vary frorpribjected results.

Management expects to continue supporting the eigdrhaining R&D programs and believes the Compasyahreasonable chance of
successfully completing the remaining R&D prograhlewever, there is a risk associated with the cetigh of the R&D projects and the
Company cannot be assured that any will meet vititleetechnological or commercial success.

Without successful completion of the remaining R&ffbrts on the acquired in-process technologies etid result would be to fail to fulfill
product design specifications and in turn fail teahmarket requirements. As a result, the Companydwmot realize the future revenues and
profits attributed to the acquired R&D. Ultimatetiie Company would fail to realize the expectedmebn such investments. The failure of
any particular individual in-process R&D projectult not materially impact the Company's financiasition or results of operations.
Operating results are subject to uncertain manents and risks, which are beyond the Company'sagosuch as trends in technology,
market size and growth, and product introductiontber actions by competitors.

A description of the acquired in-process technolagg the estimates of the fair value of in-prod®&® made by the Company for each
business combination are set forth bel



Imation Medical Imaging

The in-process technology acquired from Imationsigts of eight R&D projects within three broad teclogy groupings: Dry, Imagesetting
and Analog, which comprise $31 million, $10 milliand $1 million, respectively. The specific natafehe significant technology acquired
from Imation, dry technology, is outlined below.

Unlike wet technology used in medical imaging aqgtiions, dry technologies require no wet chemistt, film processing or darkroom
procedures. The dry technology projects includd-gexeration laser printing systems for high reotumammography applications, low
cost decentralized printing networks with dedicateatlality connections and a flexible image acquisitinit with three direct inputs, netwc
input and output. Dry technology projects alsoude next-generation dry media with improved imagéifity and lower unit cost.

Estimated net cash inflows from the acquired inepss technology related to Medical Imaging areqateld to commence in the year 2000,
peak in 2001 and steadily decline through 2007.imkm@ocess technology is expected to be compleyetie year 2000.

As of the date of acquisition, $44 million had bespended to develop these R&D projects. The egtigneost to complete the projects is
approximately $11 million, to be incurred througle tyear 2000. Remaining efforts on the projectseyeificant and include most phases of
project design, development and testing.

The fair value assigned to purchased in-processmtdogy was determined by estimating the contrdutf the purchased in-process
technology to developing commercially viable praduend estimating the resulting cash flows fromekgected product sales of such
products. The resulting cash flows were discoutaegtieir present value using a rate of 12%. Cashdlattributable to development efforts,
including the completion of developments undervemd future versions of the product that have nobgen undertaken, were excluded in
the valuation of in-process R&D. A contributory esssharge was applied for the use of working cifited assets, developed technology
and other intangibles. There were no material grated changes from historical pricing, margins ergense trends.

Acquired developed technology of approximately #8llion was capitalized at acquisition date antdeésng amortized over seven years on a
straigh- line basis



Wang Software

In-process technology acquired from Wang was casegrdf several new and neggneration technology projects, which includeddieatior
of significant Desktop/Workgroup Imaging Systems &noduction Imaging Systems, as well as Computgp@ to Laser Disk (COLD),
Document Warehouse, and New Imaging and Workflartelogies. The fair value assigned to the Desktapkgroup Imaging Systems &
Production Imaging Systems was approximately $&aniland $21 million, respectively, while the famlue assigned to COLD, Document
Warehouse, and New Imaging and Workflow technobgias approximately $17 million, $30 million andd®Imillion, respectively, The
Company also assessed other in-process technglogiksling Storage Management and Document Managetachnologies, to which it
assigned a fair market value of approximately $10an.

Unlike proven existing software technology, theabm-process next- generation technology is came unproven and start-up in nature in
the industry. As of the date of acquisition, anneated $30 million had been expended to developeti&D projects. The estimated
completion costs to be incurred through the ye&@918ere approximately $50 million. Remaining effooh the projects are significant and
include most phases of project design, developmedtesting.

The fair value assigned to purchased in-proce$smtdogy was determined by estimating the contrdoutf the purchased in-process
technology to developing commercially viable praduend estimating the resulting cash flows fromekected product sales of such
products. The resulting cash flows were discoutetieir present value using rates of 17% to 198mtfibutory asset charges were applied
for the use of working capital, fixed assets, depet technology and other intangibles. There wemmaterial anticipated changes from
historical pricing, margins and expense trends.

Acquired developed technology of approximately $#Bion was capitalized at acquisition date antésng amortized over five years on a
straight- line basis.

The in-process R&D projects acquired from Wangsaxdo twelve months behind the original completsmfedule. Additionally, the
Document Warehouse project has been discontinuadesult of strategic changes in the Companyggbior.



NOTE 16: SALES OF ASSETS AND DIVESTITURES

In June 1998, the Company sold part of its investmeGretag Imaging Group, a Swiss manufacturdilrof processing equipment. The
proceeds from the sale were $72 million and reduitea pre-tax gain of $66 million in other incordledrges).

On September 1, 1998, the Company sold all ohiésess of Fox Photo, Inc. to Wolf Camera for an ami@pproximating the current value of
Fox Photo's net assets.

On October 1, 1998, Elan Corporation, plc purchdsad Kodak all the assets and liabilities of Kodasubsidiary NanoSystems L.L.C., a
drug delivery company, for approximately $150 roifliin a combination of $137 million cash and waisdn purchase ordinary shares in
Elan. The Company recorded a pre-tax gain of $8lfomiin other income (charges) on the sale inftheth quarter of 1998.

In connection with the sale of the Office Imagingsimess on December 31, 1996, Kodak and Dankaeehiteto agreements whereby Kodak
supplied high- volume copiers and printers to Daaukd Danka provided Kodak with R&D funding. DankadoKodak $559 million in cash,
net of final adjustments, in exchange for certaisets and the assumption of certain operatinditiabi The book value of net assets sold was
$716 million. The Company recorded liabilities &amployee separation payments, contract termingiéggments, and transaction and other
costs. As a result of this transaction, the Companggnized a pre-tax loss of $387 million in otimmome (charges).

Financial difficulties on the part of Danka affedités ability to fulfill the original terms of ceain of its agreements with the Company in the
fourth quarter of 1998. As a result, in Decembe38.3he Company's supply agreement and certaim agreements with Danka were
terminated and interim arrangements for the supplthe Company to Danka of copier equipment, pamtbsupplies were established on a
month-to-month basis. As a result of significanitmee reductions by Danka, the Company was requaéake action in the fourth quarter of
1998 that resulted in charges for employee sever@@0 personnel) and write-downs of working capital equipment. Such ptax charge:
amounted to $132 million and were recorded to obgbods sold ($68 million) and SG&A expenses (fi6Hion). All actions with respect to
this charge, including employee terminations, weaken by the Company in 1998. The Company contitmassess its strategic options for
its Office Imaging business and may need to takéaén action in 1999 which could have a materigdact on the Company's results of
operations.



NOTE 17: DISCONTINUED OPERATIONS

In 1994, the Company sold the pharmaceutical andumer health businesses of Sterling Winthrop the. household products and do-it-
yourself products businesses of L&F Products aediimical Diagnostics Division. In computing thetrgain from discontinued operatiol

the Company recorded amounts for environmental @x@s, product liabilities, buyer indemnificatiopsychase price adjustments, taxes and
other items based on the best estimates availabite #me the transactions occurred. In 1996 Gbmpany completed negotiations with
buyers and filed tax returns associated with the afthe non-imaging health businesses. As atestihese actions and a further assessment
of the liabilities recorded at the time of the s#étee Company recognized a $277 million after-tarddit in discontinued operations in 1996,
the primary component of which was income and ofttvegs.

NOTE 18: SEGMENT INFORMATION

The Consumer Imaging segment derives revenuesgtatographic film, paper, chemicals, cameras, gitotessing equipment, and
photoprocessing services sold to consumers. ThalkBdofessional segment derives revenues from ghegtbic film, paper, chemicals, and
digital cameras sold to professional customerstarie Kodak Polychrome Graphics joint venture. Health Imaging segment derives
revenues from medical film and processing equiprseltt to health care organizations. The Other Imggegment derives revenues from
motion picture film sold to movie production andttiibution companies, copiers, microfilm equipmantl media, printers, scanners and o
business equipment, document imaging softwarecartdin digital cameras and media.

Transactions between segments, which are immataraimade on a basis intended to reflect the madtee of the products, recognizing
prevailing market prices and distributor discoudtferences between the reportable segments' bpgnesults and net assets, and the
Company's consolidated financial statement releteapily to items held at the corporate level, anather items excluded from segment
operating measurements.

Segment financial information is shown belc



(in millions) 1998
Sales:
Consumer Imaging $7,164 $
Kodak Professional 1,840
Health Imaging 1,526
Other Imaging 2,876
Consolidated total $13,406 $1

Earnings (loss) from operations:

Consumer Imaging $1,080 $
Kodak Professional 330
Health Imaging 321
Other Imaging 157
Total of segments 1,888
Restructuring costs
and asset impairments -
Consolidated total $1,888 $

Net earnings (loss) from continuing

operations:
Consumer Imaging $ 78 $
Kodak Professional 237
Health Imaging 205
Other Imaging 162

Total of segments 1,389
Restructuring costs

and asset impairments -
Loss on sale of Office Imaging -
Gain on sale of NanoSystems 87
Interest expense (110)
Corporate interest income 27

Income tax effects on above items
and taxes not allocated to segments  (3)

Consolidated total $1,390 $

Operating net assets:

Consumer Imaging $4,856 $
Kodak Professional 1,591
Health Imaging 1,135
Other Imaging 1,173

Total of segments 8,755
LIFO inventory reserve (491)
Cash and marketable securities 500
Dividends payable (142)
Net deferred income tax assets

and tax liabilities 457
Noncurrent other postemployment

liabilities (2,455) (
Other corporate net assets (614)

Consolidated net assets (1) $6,010 $

1997 1996
7,681 $7,659
2,272 2,367
1,532 1,627
3,053 4,315
4,538 $15,968
1,072 $1,324
284 319
317 375
(88) 185
1,585 2,203
1,455)  (358)
130 $1,845
724 $ 907
192 223
213 257
(86) 148
1,043 1,535
1,455)  (358)
- (387)
(98)  (83)
25 59
490 245
5 $1,011
4,009 $ 4,060
1,370 1,555
588 612
887 1,026
6,854 7,253
(534)  (589)
752 1,796
(143)  (133)
685 147
2,593) (2,618)
(664)  (22)
4,357 $5,834



(1) Consolidated net assets may be derived fronCtresolidated Statement of Financial Position céews:

(in millions) 1998 1997 1996
Total assets $14,733 $1 3,145 $14,438
Total liabilities 10,745 9,984 9,704
Less: Short-term borrowings (1,518) (611) (541)
Less: Long-term borrowings (504) (585)  (559)
Non-interest-bearing liabilities 8,723 8,788 8,604
Consolidated net assets $6,010 $ 4,357 $5,834

Depreciation expense:

Consumer Imaging $ 401 $ 387 $ 344
Kodak Professional 117 119 124
Health Imaging 51 61 68
Other Imaging 168 181 301
Consolidated total $ 737 % 748 $ 837

Goodwill amortization expense:

Consumer Imaging $ 77 % 52 $ 43
Kodak Professional 10 7 12
Health Imaging 8 4 5
Other Imaging 21 17 6
Consolidated total $ 116 $ 80 $ 66

Capital additions:

Consumer Imaging $ 622 % 796 $ 599
Kodak Professional 143 234 201
Health Imaging 88 91 82
Other Imaging 255 364 459
Consolidated total $1,108 $ 1,485 $1,341

Sales to external customers attributed to (2):

The United States $6,417 $6, 890 $7,453
Europe, Middle East and Africa 3,701 4, 036 4,664
Asia Pacific 2,009 2, 333 2,453
Canada and Latin America 1,279 1, 279 1,398
Consolidated total $13,406 $14, 538 $15,968

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

Long-lived assets located in:

The United States $4,044 $ 4,007 $ 3,892
Europe, Middle East and Africa 861 818 807
Asia Pacific 704 386 403
Canada and Latin America 305 298 320

Consolidated total $5914 $ 5509 $5,422



NOTE 19: QUARTERLY SALES AND EARNINGS DATA - UNAUD ITED

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

1998

Sales $3,563  $3,391
Gross profit 1,463 1,611
Net earnings 272(1) 398
225(3)

Basic earnings per share .84 1.23
Diluted earnings per share .83 1.21
1997

Sales $3,779  $3,773
Gross profit 1,506 1,728
Net (loss) earnings (744)(4) 232
149(6)

Basic (loss) earnings per

share (7) (2.29) 71
Diluted (loss) earnings per

share (7) (2.29) 71

(1) Includes $17 million of litigation charges, wh
by $11 million; $132 million of Office Imaging
earnings by $87 million; $45 million primarily
process R&D associated with the Imation acquis
earnings by $30 million; and a gain of $87 mil
NanoSystems, which increased net earnings by $

(2) Includes a gain of $66 million on the sale of
investment in Gretag, which increased net earn

(3) Includes $18 million of litigation charges, wh
$12 million.

(4) Includes $1,455 million of restructuring costs
other charges, which reduced net earnings by $

(5) Includes a $46 million charge in connection wi
Service, Inc. litigation relating to the sale
parts, which reduced net earnings by $30 milli

(6) Includes $186 million for a write-off of in-pr
the Wang acquisition, which reduced net earnin

(7) Each quarter is calculated as a discrete perio
guarters does not equal the full year amount.

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

$3,541  $2,911

1,713 1,326
495(2)

153 .70
151 .69

$3,853  $3,133

1,838 1,490
(5) 368
112 45
111 .44

ich reduced net earnings
charges, which reduced net
for a write-off of in-

ition, which reduced net

lion on the sale of

57 million.

part of the Company's
ings by $44 million.

ich reduced net earnings by
, asset impairments and
990 million.

th the Image Technical

of micrographics and copier

on.

ocess R&D associated with
gs by $123 million.

d and the sum of the four



SUMMARY OF OPERATING DATA
Eastman Kodak Company and Subsidiary Companies

(Dollar amounts and shares in millions, except per share data)

1998 1997 1996 1995 1994
Sales from continuing
operations $13,406 $14,538 $ 15,968 $14,980 $13,557
Earnings from operations 1,888 130 1,845 1,941 1,309

Earnings from continuing

operations after tax before

extraordinary items 1,390(1) 5(3) 1,011(5) 1,252  554(6)
Earnings from discontinued

operations after tax before

extraordinary items - - 277 - 269
Net earnings 1,390(1) 5(3) 1,288(5) 1,252  557(6)
EARNINGS AND DIVIDENDS
Net earnings
- % of sales 10.4% 0.0% 8.1% 8.4% 4.1%
- % return on average
shareholders' equity 38.9% 0.1% 26.1% 27.4% 15.1%
Basic earnings from continuing
operations per share (7) 430 .01 3.00 3.67 1.65
Basic earnings per share (7) 430 .01 3.82 3.67 1.66
Diluted earnings from continuing
operations per share 424 .01 295 362 1.64
Diluted earnings per share 424 01 3.76 3.62 1.65
Cash dividends declared
- on common shares 570 577 539 547 537
- per common share 1.76 1.76 160 1.60 1.60
Common shares outstanding at
year end 322.8 323.1 331.8 3459 339.8
Shareholders at year end 129,495 135,132 1 37,092 143,574 151,349
STATEMENT OF FINANCIAL
POSITION DATA
Working capital (8) $ 939% 909 % 2,089 $ 3,252 $2,319
Properties - net 5,914 5,509 5,422 5,377 5,292
Total assets 14,733 13,145 14,438 14,477 14,968
Short-term borrowings 1,518 611 541 586 371
Long-term borrowings 504 585 559 665 660
Total shareholders' equity 3,988 3,161 4,734 5,121 4,017
SUPPLEMENTAL INFORMATION
Sales - Consumer Imaging $7,164%$ 7,681 $ 7,659 $6,830 $5,919
- Kodak Professional 1,840 2,272 2,367 2,358 2,444
- Health Imaging 1,526 1,532 1,627 1,605 1,556
- Other Imaging 2,876 3,053 4,315 4,187 3,638
Research and development costs 880(2)1,044(4) 1,028 935 859
Depreciation 737 748 837 807 836
Taxes (excludes payroll, sales
and excise taxes) 809 164 663 796 567
Wages, salaries and employee
benefits 4,306 4,985 5,110 5,025 4,690
Employees at year end
-inthe U.S. 46,300 54,800 53,400 54,400 54,300
- worldwide 86,200 97,500 94,800 96,600 96,300

(see footnotes on next page)



SUMMARY OF OPERATING DATA
Eastman Kodak Company and Subsidiary Companies

(footnotes for previous page)

(1) Includes $35 million of litigation charges, whireduced net earnings by $23 million; $132 millaf Office Imaging charges, which
reduced net earnings by $87 million; $45 millioimparily for a write-off of in-process R&D associdteith the Imation acquisition, which
reduced net earnings by $30 million; a gain of §8lfion on the sale of NanoSystems, which increasetdearnings by $57 million; and a g
of $66 million on the sale of part of the Compangigestment in Gretag, which increased net earnirygd44 million.

(2) Excludes a $42 million charge for the write-offin-process R&D associated with the Imation asitjon.

(3) Includes $1,455 million of restructuring cosisset impairments and other charges, which redueeearnings by $990 million; $186
million as a write-off of in-process R&D associateith the Wang acquisition, which reduced net eagaiby $123 million; and a $46 million
litigation charge, which reduced net earnings by sllion.

(4) Excludes a $186 million charge for the writé-affin-process R&D associated with the Wang adtjais

(5) Includes $358 million of restructuring costdjieh reduced net earnings by $256 million, and &793illion loss related to the sale of the
Office Imaging business, which reduced net earning$252 million.

(6) Includes $340 million of restructuring costsrfr continuing operations, which reduced net easng$254 million, and a $110 million
loss on the extinguishment of certain financiatimsients, which reduced net earnings by $80 millidet earnings were also reduced by §
million of extraordinary losses related to the gasttinguishment of debt.

(7) Based on weighted-average number of sharetaodisg.

(8) Excludes she-term borrowings



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

PART 1lI
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 1999 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 PARTNder the caption "Executive Officers of the Regist’' on page 9.

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) 1. Consolidated financial statements:
Report of independent accountants 29
Consolidated statement of earnings 30
Consolidated statement of financial positio n 31
Consolidated statement of shareholders' equ ity 32-33
Consolidated statement of cash flows 34-35
Notes to financial statements 36-67
2. Financial statement schedules:
Il - Valuation and qualifying accounts 73

All other schedules have been omitted becauseateygot applicable or the information requiredhieven in the financial statements or notes
thereto.

3. Additional data required to be furnished:

Exhibits required as part of this report are listethe index appearing on pages 74 through 78 nfdw@agement contracts and compensatory
plans and arrangements required to be filed ad@ho this form pursuant to ltem 14(c) of thipoet are listed on pages 75 through 78,
Exhibit Numbers (10)A - (10)Q.

(b) Report on Form 8-K.

No reports on Form-K were filed or required to be filed during the ¢iga ended December 31, 19!



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
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By: By:
George M. C. Fisher, Chairman Harry L. Kavetas, Chief Financial
and Chief Executive Officer Officer a nd Executive Vice
President
E. Mark R ajkowski
Controlle r

Date: March 10, 1999
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Richard S. Braddock, Director Harry L. Kavetas, Director
Daniel A. Carp, Director Delano E. Lewis, Director
Martha Layne Collins, Director Paul H. O ‘Neill, Director

Alice F. Emerson, Director John J. P helan, Jr., Director
George M. C. Fisher, Director Laura D'A ndrea Tyson, Director
Paul E. Gray, Director Richard A . Zimmerman, Director

Durk 1. Jager, Director

Date: March 10, 1999



Schedule 1l

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, 1998
Deducted in the Statement
of Financial Position:
From Current Receivables
Reserve for doubtful

accounts $85 $61 $4 $142
Reserve for loss on

returns and allowances 27 13 13 27
TOTAL $112 $74 $17 $169

From Long-Term Receivables
and Other Noncurrent Assets
Reserve for doubtful

accounts $10 $1 $1 $10

Year ended December 31, 1997
Deducted in the Statement
of Financial Position:
From Current Receivables
Reserve for doubtful

accounts $70 $50 $35 $85
Reserve for loss on

returns and allowances 20 18 11 27
TOTAL $90 $68 $46 $112

From Long-Term Receivables
and Other Noncurrent Assets
Reserve for doubtful
accounts $6 $5 $1 $10

Year ended December 31, 1996
Deducted in the Statement
of Financial Position:
From Current Receivables
Reserve for doubtful

accounts $85 $53 $68 $70
Reserve for loss on

returns and allowances 19 10 9 20
TOTAL $104 $63 $77 $90

From Long-Term Receivables
and Other Noncurrent Assets
Reserve for doubtful
accounts $14 $3 $11 $6



Eastman Kodak Company and Subsidiary Companies
Index to Exhibits

Exhibit
Number

Page

(3) A. Certificate of Incorporation.
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 25, 1988, Exhibit 3.)

B. By-laws, as amended through February 12, 1

(4) A. Indenture dated as of January 1, 1988 betw
Kodak Company as issuer of (i) 9 3/8% Note
(i) 9.95% Debentures Due 2018, (iii) 9 1/
(iv) 9.20% Debentures Due 2021, and (v) 7
and The Bank of New York as Trustee.
(Incorporated by reference to the Eastman
Annual Report on Form 10-K for the fiscal
December 25, 1988, Exhibit 4.)
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Eastman Kodak Company and Subsidiary Companies
Index to Exhibits (continued )

Exhibit
Number

(10) A. Eastman Kodak Company Retirement Plan foeddors, as amended effective January 1, 19960o(porated by reference to the
Eastman Kodak Company Annual Report on Form 10+KHe fiscal year ended December 31, 1995, Exhibit

B. Eastman Kodak Company Insurance Plan for Dirsc{encorporated by reference to the Eastman K@takpany Annual Report on Fo
10-K for the fiscal year ended December 29, 198&hjitit 10.)

C. Eastman Kodak Company Deferred CompensationfBidbirectors, as amended and restated effectilyelD, 1997. (Incorporated by
reference to the Eastman Kodak Company QuartenhoRen Form 10-Q for the quarterly period endekJ80, 1997, Exhibit 10.)

D. Eastman Kodak Company 1985 Lohgrm Performance Award Plan, as amended effecteaBber 31, 1993. (Incorporated by refere
to the Eastman Kodak Company Annual Report on Fdi¥K for the fiscal year ended December 31, 199®itit 10.)

E. 1982 Eastman Kodak Company Executive Deferreadpgmsation Plan, as amended effective Novembe398. {Incorporated by
reference to the Eastman Kodak Company Annual RepoForm 10-K for the fiscal year ended Decemligri®96, Exhibit 10.)

F. Eastman Kodak Company 1985 Stock Option Plaamended effective April 16, 1998. (Incorporated-d&ference to the Eastman Kodak
Company Annual Report on Form 10-K for the fisaadyended December 31, 1996, and the QuarterlyrRepdorm 10-Q for the quarterly
period ended March 31, 1997, and the Quarterly RepoForm 10-Q for the quarterly period ended J8®e1998, Exhibit 10.)

G. Eastman Kodak Company 1990 Omnibus Long-termpg&msation Plan, as amended effective April 16, 1888orporated by reference
to the Eastman Kodak Company Annual Report on FdK for the fiscal year ended December 31, 1986,the Quarterly Report on Form
10-Q for the quarterly period ended March 31, 1981 the Quarterly Report on Form 10-Q for the tubrperiod ended June 30, 1998,
Exhibit 10.)



Eastman Kodak Company and Subsidiary Companiex limdexhibits (continued)

Exhibit
Number

H. Eastman Kodak Company Management Variable Cosgiem Plan, as amended effective May 13, 1998o(jporated by reference to t
Eastman Kodak Company Quarterly Report on Form X6rGhe quarterly period ended March 31, 1997, tiedQuarterly Report on Form
10-Q for the quarterly period ended March 31, 128®] the Quarterly Report on Form 10-Q for the tpubrperiod ended June 30, 1998,
Exhibit 10.)

I. Eastman Kodak Company 1995 Omnibus Long-Term @msation Plan, as amended effective October &.X8%orporated by reference
to the Eastman Kodak Company Annual Report on Fd¥K for the fiscal year ended December 31, 1996 Quarterly Report on Form 10-
Q for the quarterly period ended March 31, 199&,Quarterly Report on Form 10-Q for the quartedyiqd ended March 31, 1998, the
Quarterly Report on Form 10-Q for the quarterlyigetiended June 30, 1998, and the Quarterly Repofoom 10-Q for the quarterly period
ended September 30, 1998, Exhibit 10.)

J. Kodak Executive Financial Counseling Programcdfporated by reference to the Eastman Kodak Coynpanual Report on Form 10-K
for the fiscal year ended December 31, 1992, Exfibi)

K. Personal Umbrella Liability Insurance Coverage.

Eastman Kodak Company provides $5,000,000 personhitella liability insurance coverage to its dimrstand approximately 160 key
executives. The coverage, which is insured throtiyh Mayflower Insurance Company, Ltd., supplemeatsicipants' personal coverage.
The Company pays the cost of this insurance. Inasrmputed to participants.

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

L. Kodak Executive Health Management Plan, as ameedfective January 1, 1995. (Incorporated byregfee to the Eastman Kodak
Company Annual Report on Form-K for the fiscal year ended December 31, 19
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Exhibit
Number

M. George M. C. Fisher Employment Agreement datetber 27, 1993. $4,000,000 Promissory Note dameeMber 2, 1993. $4,284,400
Promissory Note dated November 2, 1993. Noticewéw of Restricted Stock dated November 11, 1992mended. Notice of Award of
Incentive Stock Options dated November 11, 1993idd@f Award of Non-Qualified Stock Options datddvember 11, 1993.
(Incorporated by reference to the Eastman Kodak fiamy Annual Report on Form 10-K for the fiscal yeaded December 31, 1993.)

Amendment No. 1 to Employment Agreement dated aspaif 4, 1994. (Incorporated by reference to tlesttnan Kodak Company Quarterly
Report on Form 10-Q for the quarterly period enlfiedich 31, 1994, Exhibit 10.)

Amendment No. 2 to Employment Agreement dated &ebfuary 25, 1997. Notice of Award of RestrictédcR dated February 25, 1997.
Notice of Award of Incentive Stock Options datedfery 25, 1997. Notice of Award of N-Qualified Stock Options dated February 25,
1997.

(Incorporated by reference to the Eastman Kodak gaomy Annual Report on Form 10-K for the fiscal yeaded December 31, 1996.)

N. Harry L. Kavetas Employment Agreement datedfdsetruary 11, 1994, Notice of Award of M-Qualified Stock Options, Notice of
Award of Incentive Stock Options, and Notice of Ad:af Restricted Stock, each dated February 154108corporated by reference to the
Eastman Kodak Company Annual Report on Form 10#Kife fiscal year ended December 31, 1994.)

Amendment No. 1 to Employment Agreement dated dsofiary 21, 1997.
(Incorporated by reference to the Eastman Kodak fiamy Annual Report on Form 10-K for the fiscal yeaded December 31, 1996.)

Amendment No. 2 to Employment Agreement dated &daoth 3, 1997. Notice of Award of Restricted Stalgited March 4, 1997. Notice of
Award of Incentive Stock Options dated March 4, 2.990tice of Award of Non-Qualified Stock Optionatdd March 4, 1997 under the
Eastman Kodak Company 1995 Omnibus Long-Term Cosgigm Plan. Notice of Award of Non-Qualified Stddktions dated March 4,
1997 under the Eastman Kodak Company 1997 Stod®ptan.

(Incorporated by reference to the Eastman Kodak gamy Annual Report on Form -K for the fiscal year ended December 31, 19
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Exhibit
Number
Page

0. Eastman Kodak Company 1997 Stock Option Plaamended effective May 1, 1998. (Incorporated lbgremce to the Eastman Kodak
Company Quarterly Report on Form 10-Q for the qrrperiod ended March 31, 1997, and the Quarteeyort on Form 10-Q for the
quarterly period ended June 30, 1998, Exhibit 10.)

P. Eric Steenburgh Agreement dated March 12, 1@88orporated by reference to the Eastman Kodak g2zomy Quarterly Report on Form
10-Q for the quarterly period ended March 31, 1998,

Exhibit 10.)

Q. Richard T. Bourns Agreement dated January 28, 1999 94
(12) Statement Re Computation of Ratio of Earnings to Fixed Charges. 99
(21) Subsidiaries of Eastman Kodak Company. 100
(23) Consent of Independent Accountants. 102
(27) Financial Data Schedule - Submitted with the E DGAR filing as a

second document to this Form 10-K.

(99) Eastman Kodak Employees' Savings and InvedtRlan Annual Report on Form 11-K for the fiscahyended December 30, 1998 (to
be filed by amendment
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EASTMAN KODAK COMPANY
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EASTMAN KODAK COMPANY
A New Jersey Corporation
BY-LAWS
Article 1
SHAREHOLDERS
Section 1. Annual Meeting.

The annual meeting of the shareholders of the catjom, for the election of directors and for thenisaction of such other business as may
properly come before the meeting, shall be helduwh date in May in each year at such hour and@achall be fixed by the Board of
Directors.

Section 2. Notice of Annual Meeting.

Natice of the annual meeting of shareholders sf@tjiven by mail or any other method permittedadw, Inot less than ten (10) nor more tl
sixty (60) days before the meeting, to each shddehof record of the corporation entitled to vatesuch meeting.

Section 3. Special Meetings.

Special meetings of the shareholders, except wdtberwise provided by law or these layvs, may be called to be held at such place ame
as shall be fixed by the Board of Directors or iy €hairman of the Board of Directors or by thesRient and shall be called by the
Chairman of the Board of Directors or by the Prestdr by the Secretary at the request in writihg majority of the members of the Board
of Directors or at the request in writing of shasielers owning and holding, in the aggregate, shanéiled to at least one-tenth of the total
number of votes represented by the entire amoucauital stock of the corporation issued and ontliteg and entitled to vote at such
meeting. Such request shall state the purposerpopes of the proposed meeti



Section 4. Notice of Special Meetings.

Notice of each special meeting of the shareholsleadl be given in the manner required by law andnlajling, not less than ten (10) nor m
than sixty (60) days before the meeting, a cophefnotice of such meeting, stating the purpogaugooses for which the same is called, to
each shareholder of record of the corporationledtib vote at such meeting, directed to him aglddress as it appears on the stock books of
the corporation.

Section 5. Quorum.

Unless otherwise provided by law or in the Cerdifecof Incorporation, the holders of shares eutittecast a majority of the votes at a
meeting of shareholders shall constitute a quorusueh meeting. Any action, other than the electibdirectors, shall be authorized by a
majority of the votes cast at the meeting by thiedrs of shares entitled to vote thereon, unleg®ater plurality is required by law or the
Certificate of Incorporation. Less than a quorunyradjourn the meeting. No notice of an adjournntdithe meeting shall be necessary if
Board of Directors does not fix a new record datetlie adjourned meeting and if the time and ptaaghich the meeting is adjourned are
announced at the meeting at which the adjournnsetakien and at the adjourned meeting only suchbssiis transacted as might have been
transacted at the original meeting.

Section 6. Qualifications of Voters.

At each meeting of the shareholders, each holdexanird of each outstanding share of common stbtkeocorporation shall be entitled to
one vote on each matter submitted to a vote.

The Board of Directors of the corporation may fixadvance a date not less than ten (10) nor maredixty (60) days preceding the date of
any meeting of shareholders and not exceeding éXtydays preceding the date for the payment pfdividend, or for the allotment of any
rights, or for the purpose of any other actionaascord date for the determination of shareholdetitled to notice of and to vote at any such
meeting or to express consent to or dissent froyrpaoposal without a meeting, or for the purposdetermining shareholders entitled to
receive payment of any such dividend or allotmérany right, or for the purpose of any other actiand in each case only shareholders of
record at the close of business on the date sd &kell be entitled to such notice of and voteuahameeting or to consent to or dissent from
any proposal without a meeting, or to receive payoésuch dividend or allotment of rights or taday other action, as the case may be,
notwithstanding any transfer of any shares on takb of the corporation after any such record tiagel as aforesaic



Section 7. Voting.

The vote for the election of directors may be takgmallot and shall be taken by ballot if requddig a shareholder and the vote upon any
guestion before the meeting may be taken by badkath of which shall state the name of the shadehafoting, if the shareholder is voting in
person, or if voting by proxy, then the name oftspoxy, the number of shares of each class vogddrh, and the number of his votes. A
shareholder may vote either in person or by proxy.

Section 8. Selection of Inspectors.

The Board of Directors may, in advance of any dhalgers’ meeting, appoint one or more inspectoexta@t the meeting or any adjournment
thereof. If inspectors are not so appointed, spifippointed and any inspector fails to qualiffails to appear or act and the vacancy is not
filled by the Board of Directors in advance of theeting, the person presiding at the meeting may oa the request of any shareholder
entitled to vote thereat shall, make such appointrmdo person shall be elected a director at aimgat which he has served as an inspector.

Section 9. Duties of Inspectors.

The inspectors shall determine the number of sharestanding and the voting power of each, theesheepresented at the meeting, the
existence of a quorum, the validity and effect mfqies, and shall receive votes or consents, hehdatermine all challenges and questions
arising in connection with the right to vote, coant tabulate all votes or consents, determinecthat, and do such acts as are proper to
conduct the election or vote with fairness to hiireholders



Article 2
DIRECTORS
Section 1. Directors and Their Term of Office.

The Board of Directors of the corporation shall gishof as many members, not less than nine (9jnuwe than eighteen (18), as may from
time to time be fixed by the Board of Directors.eytshall, respectively, be at all times bona fidareholders of the corporation. The direc
shall be divided into three classes: Class |, Cllaasd Class lll, each such class, as nearly asiple, to have the same number of directors.
The term of office of the initial Class | directasisall expire at the annual meeting of the shadshelin 1988, the term of office of the initial
Class Il directors shall expire at the annual nmgetif the shareholders in 1989, and the term a¢®fff the initial Class Il directors shall
expire at the annual meeting of the shareholdet9e0.

Section 2. Election of Directors.

A class of directors of the corporation whose t&srexpiring, shall be elected at the annual meatirtye shareholders or at any meeting of
the shareholders held in lieu of such annual mggetitich meeting, for the purposes of these by-Jahall be deemed the annual meeting. At
each annual meeting of the shareholders held B8&T, the directors chosen to succeed those wkass have then expired shall be
identified as being of the same class as the dire¢hey succeed and shall be elected by the shlderh for a term expiring at the third
succeeding annual meeting of the shareholders.

Section 3. Vacancies.

In the event of a vacancy occurring in the Boar®wéctors, the remaining directors, by affirmatix@e of a majority thereof, expressed at a
duly called meeting of the directors, may fill sudtancy until the next succeeding annual meetirgpareholders including one resulting
from an increase in the number of directors asigealin Section 5 of the Certificate of Incorpooati

Section 4. Compensation.

Directors may receive from the corporation suclsoeable compensation for their services as suétr dheir services to the corporation in
any other capacity, including a fixed sum and espsrfor attendance at meetings of the Board anetatings of committees of the Board as
shall be determined from time to time by the Baair®irectors.

Section 5. Regular Meetings of Directors.

The Board of Directors shall by resolution provfdethe scheduling of regular meetings of the Bo



Section 6. Notice of Regular Meetings of Directors.
No notice shall be required to be given of any fagmeeting of the Board of Directors except asBbard may require
Section 7. Special Meetings of Directors.

Special meetings of the Board of Directors maydited at any time by the Chairman of the Board,Rhesident or any two members of the
Board and may be held at any time and place wihivithout the State of New Jersey.

Section 8. Notice of Special Meetings of Directors.

Notice of each special meeting of the Board of Elwes, stating the time, place, and purpose orgaep thereof, shall be given by
Chairman of the Board, the President, the Secretaany two members of the Board to each memb#reoBoard not less than two (2) days
by mail or one (1) day by telegraph or telephorierpo the date specified for such meeting. Speuiaétings of the Board of Directors may
also be held at any place and time, without notigaynanimous consent of all the members or pravalethe members are present at such
meeting.

Section 9. Quorum.

At any meeting of the Board of Directors a quoruralksconsist of one- third of the total number #wfrand, except as otherwise provided by
law or these by-laws, a majority of such quorumlisecide any question that may come before thetimgpeA majority of the members
present at any regular or special meeting, althdeggthan a quorum, may adjourn the same fromtiniene, without notice other than
announcement at the meeting, until a quorum isemte#\t such adjourned meeting at which a quoruatl §le present, any business may be
transacted which might have been transacted ah#®ting as originally called.

Section 10. Action of Directors or Committees Witha Meeting or When Members are in Separate Places

Any action required or permitted to be taken punsti@ authorization voted at a meeting of the BazrBirectors or any committee of the
Board may be taken without a meeting if, prior @iosequent to such action, all members of the Boaad such committee, as the case may
be, consent thereto in writing and such writtensemts are filed with the minutes of the proceedufgbe Board or committee.

Any or all directors may participate in a meetirfigtee Board or in a meeting of a committee of tlmail by means of a conference telephone
or any means of communication by which all pergmasicipating in the meeting are able to hear esdhbr as though he or they were present
in person at such meetir



Section 11. Common Directorship and Directors' @wakInterest.

No contract or other transaction between the caitpmr and one or more of its directors, or betwtbencorporation and any other corporat
firm or association of any type or kind in whicheoor more of this corporation's directors are decor are otherwise interested, shall be
void or voidable solely by reason of such commaealorship or interest, or solely because suctctireor directors are present at the
meeting of the Board or a committee thereof whiatharizes or approves the contract or transactioeplely because his or their votes are
counted for such purpose, (1) if the contract beotransaction is fair and reasonable as to thgocation at the time it is authorized,
approved or ratified; (2) or the fact of the comnairectorship or interest is disclosed or knowtht® Board or committee and the Board or
committee authorizes, approves or ratifies theraghbr transaction by a vote sufficient for thegmse without counting the vote or votes of
such common or interested director or directorsp(3he fact of the common directorship or inteieslisclosed or known to the shareholders
and they authorize, approve, or ratify the contadtansaction.

Common or interested directors may be counted tierdening the presence of a quorum at a Board omaittee meeting at which a contract
or transaction described in this by-law is authedizapproved or ratified.

Section 12. Standard of Care and Reliance uponi@yrof Counsel, Reports, etc.

Directors and members of any committee of the Bo#&irectors shall discharge their duties to theporation when they act in good faith
and with that degree of diligence, care and skKillol ordinarily prudent men would exercise undarilsir circumstances in like positions. In
discharging their duties, directors and membei@gfsuch committee shall not be liable if, actingood faith, they rely (a) upon the opinion
of counsel for the corporation, or (b) upon writteports setting forth financial data concerning ¢brporation and prepared by an
independent public accountant or certified pubticauntant or firm of such accountants, or (c) ufieancial statements, books of account or
reports of the corporation represented to thenetodsrect by the President, the officer of the oaaion having charge of its books of
account, or the person presiding at a meetingeoBitard.



Article 3
EXECUTIVE COMMITTEE
Section 1. Members of Executive Committee and Therm of Office.

There may be an Executive Committee, consistirthrefe (3) or more directors, one of whom shallHeeRresident of the Corporation,
appointed by the Board of Directors. They shalappointed for the term of one (1) year but shaldfoffice until their successors are elected
and have qualified. Any member of the Executive @utiee, however, may be removed by the affirmatiote of a majority of the members
of the Board of Directors.

Section 2. Vacancies.

In the event of a vacancy occurring in the Exeau@ommittee, the Board of Directors, by resoluaoiopted by a majority of the entire
board, shall fill such vacancy for the unexpireahte

Section 3. Powers of Executive Committee.

Subject to such limitations and regulations as tmaprescribed by law, including any pertinent gectf the New Jersey Business
Corporation Act, or these by-laws or by the Bodr®iwectors, the Executive Committee shall have aray exercise all the authority of the
Board of Directors in the intervals between the tings of the Board.

Section 4. Regular Meetings.

Regular meetings of the Executive Committee statdld on such days and at such hours as the Ctaemiy by resolution fix and
determine.

Section 5. Notice of Regular Meetings.
No notice shall be required to be given of any fagmeeting of the Executive Committt
Section 6. Special Meetings.

Special meetings of the Executive Committee magdtied at any time by the Chairman of the Committiee President or by any two
members of the Committee and may be held at arme pléthin or without the State of New Jersey andmgt time.



Section 7. Notice of Special Meetings.

Notice of each special meeting of the Executive @dtbee, stating the time, place, and purpose gpaes thereof, shall be given by
Chairman of the Committee, the President or bySiheretary or by any two members of the Committezatth member of the Committee not
less than two

(2) days by mail or one (1) day by telegraph ceglbne prior to the date specified for such meefipgcial meetings of the Executive
Committee may also be held at any place and tinteput notice, by unanimous consent of all the merstor provided all the members are
present at such meeting.

Section 8. Quorum.

At any meeting of the Executive Committee a majooitthe entire Committee shall constitute a quoamd, except where otherwise provi
by law or these by-laws, a majority of such quorhall decide any question that may come beforeneting. A majority of the members
present at any regular or special meeting, althdeggthan a quorum, may adjourn the same fromtiniene, without notice other than
announcement at the meeting, until a quorum isgmite#\t such adjourned meeting at which a quoruatl &le present, any business may be
transacted which might have been transacted ah#®ting as originally called.

Avrticle 4
OFFICERS
Section 1. Officers Enumerated.

The officers of the corporation shall be a Chairroathe Board of Directors, a President, one orandice-Presidents, a Secretary, a
Treasurer, a General Comptroller, and one or masisant Vice- Presidents, Assistant Secretarissisfant Treasurers, and Assistant
Comptrollers, all of whom shall be elected annubijythe Board of Directors. The Chairman of the iBicand the President shall be directors
of the corporation.

Section 2. Other Officers and Committees.

The Board may by resolution appoint such otherceffi, managers, agents, employees, or committéeshadl deem necessary, who shall
hold their offices for such terms and shall havehspowers and perform such duties in the manageai¢hé property and affairs of the
corporation as shall be prescribed from time taethy the Board of Directors or in the by-laws. Asgrson may hold more than one office.
The Board may also designate the officer who dieathe chief executive officer of the corporati



Section 3. Term of Office.

The enumerated officers of the corporation shakleeted for the term of one (1) year but shalthaffice until their successors are elected
and have qualified. Any officer, however, may bamowed at any time by the affirmative vote of a mi&joof the whole Board of Directors
expressed at any duly called regular or speciatimgef the Board of Directors.

Section 4. Vacancies.
If any vacancy shall occur among the officers @f tbrporation, the Board of Directors may fill swatancy for the unexpired term.
Section 5. The Chairman of the Board of Directors.

The Chairman of the Board of Directors shall presitiall meetings of the Board of Directors andlbmeetings of the shareholders and shall
perform such other duties as the Board of Direataay properly direct.

Section 6. The President.

The President shall have the general powers arielsdoit supervision and management of the properdyadifairs of the corporation which
usually pertain to his office, and shall perforrhsaich other duties as the Board of Directors mayperly direct. In the absence of the
Chairman of the Board, he shall preside at all mgstof the Board of Directors and at all meetinfthe shareholders.

Section 7. The Vice-Presidents.

The Vice-President, and each Vice-President ifeter more than one, shall have such powers andrpesiuch duties as usually pertain to
such office or as the Board of Directors may prpdirect. In the absence or disability of the Riest, the Vice-President designated by the
Board of Directors shall perform the duties andreise the powers of the President.

Section 8. The Secretary.

The Secretary shall issue notices of all meetirighareholders and of the directors and of the &tiee Committee where notices of such
meetings are required by law or these by-laws. 4dl &eep the minutes of meetings of shareholdedsod the Board of Directors and of the
Executive Committee. He shall sign such instrumastsequire his signature and shall perform sularaluties as usually pertain to his of
and as the Board of Directors may properly dir



Section 9. The Treasurer.

The Treasurer shall have the care and custody tifeamoneys and securities of the corporationshdl cause to be entered in books of the
corporation to be kept for that purpose, full anduaate accounts of all moneys received and pamcoount of the corporation. He shall sign
such instruments as require his signature and pagirm such other duties as usually pertain sooffice and as the Board of Directors shall
properly direct.

Section 10. The General Comptroller.

The General Comptroller shall have the custodyaetation of the accounting books and recordsettrporation and shall establish and
maintain adequate systems of internal control amlit 20 safeguard the assets of the corporatiorshat perform such other duties as usually
pertain to his office and as the Board of Directoy properly direct.

Section 11. Assistant Vice-Presidents, Assistantedaries, Assistant Treasurers and Assistant Qoitgrs.

The duties of the Assistant Vice-Presidents, AasisBecretaries, Assistant Treasurers and AssiStamptrollers shall be such as usually
pertain to their respective offices and as mayrbegrly required of them by the Board of Directfssn time to time.

Section 12. Salaries.

The Board of Directors shall have the authorit§ixahe salaries of all officers of the corporati



Article 5
INDEPENDENT ACCOUNTANTS

The Board of Directors shall annually elect indeget accountants, and such independent accoustzaltserve for one year or until
removed by the Board of Directors, whichever ocdss. The annual election of independent accaustahall be subject to ratification by
the shareholders. If the shareholders fail toydki€ independent accountants elected by the Bufdbirectors, the Board of Directors shall
elect other independent accountants, who shalegbe/remainder of the one-year term for whichinkependent accountants not ratified by
the shareholders had been elected or until rembydke Board of Directors, whichever occurs fikéb. representative of the corporation's
independent accountants shall be a director oceaffdf the corporation. The independent accountra perform such work, render such
reports, and make such certificates in connectiibin the books and accounts and financial affairdefcorporation as the Board of Directors
may from time to time direct, and, for that purposeall have access at all reasonable times teetteeds, books, accounts, and vouchers of
the corporation, and shall be entitled to requirehsnformation and explanations as may be readpmacessary in the performance of their
duties.

Article 6
CAPITAL STOCK

Section 1. Stock Certificates.

Certificates of stock shall be issued only in nug@rorder. They shall be signed by or bear thsifaite signatures of the Chairman of the
Board, the President, or one of the Vice-Presidantsthe Secretary, the Treasurer, Assistant Sggret Assistant Treasurer. They shall also
be signed by or bear the facsimile signature ofafrtbe Transfer Agents and of one of the Registodithe corporation as permitted or
required by law. In case any officer, Transfer AgemRegistrar who has signed or whose facsimgaaure has been placed upon any such
certificate shall have ceased to be such officean3fer Agent or Registrar before such certifigaissued, it may be issued by the corporation
with the same effect as if such signatory had pased to be such at the date of its is



Section 2. Transfer of Shares.

Transfers of shares, except where otherwise prdvigdaw or these by-laws, shall be made on thé&&obthe corporation pursuant to
authority granted by power of attorney duly exedwtad filed by the holder thereof with one of thrafisfer Agents, upon surrender of the
certificate or certificates of such shares andcetoedance with the provisions of the Uniform ComoiedrCode as adopted in New Jersey as
amended from time to time.

Section 3. Transfer Agents and Registrars.

The Board of Directors may at any time appoint onmore Transfer Agents and/or Registrars for thegfer and/or registration of shares of
stock, and may from time to time by resolutiondixd determine the manner in which shares of stbtkeocorporation shall be transferred
and/or registered by such Transfer Agent or AgantsRegistrar or Registrars, respectively.

Section 4. Lost, Stolen or Destroyed Certificates.

Where a certificate for shares has been lost, apgigrdestroyed, or wrongfully taken and the owthereof fails to so notify the corporation
or the Transfer Agent within a reasonable timerdfeehas notice of the fact and the Transfer Agetihe corporation registers a transfer of
the shares before receiving such a notificatiom,alvner shall be precluded from asserting agdiestorporation any claim for registering
transfer of such shares or any claim to a newfizate.

Subject to the foregoing, where the owner of shal@ms that the certificate representing sucheshbas been lost, destroyed, or wrongfully
taken, the corporation shall issue a new certéigatplace of the original certificate if the regied owner thereof, or his legal representative,
(a) requests the issue of a new certificate bdfereorporation has notice that the certificatetie@en acquired by a bona fide purchaser; (b)
makes proof in such form as the corporation maggrike of his ownership of the shares representdtebcertificate and that the certificate
has been lost, destroyed or wrongfully taken; i{esfeither (i) an assumption of liability by a sty approved by the corporation under a
blanket lost instrument indemnity bond, substalytial the form approved by the corporation, or &i) indemnity bond in such form and with
such surety and in such amount (open or speciéisahay be approved by the corporation, indemniftiggcorporation and its transfer age
and registrars against all loss, cost and damagehwhay arise from issuance of a new certificatplate of the original certificate; and (d)
satisfies any other reasonable requirements impogdide corporation. Approvals or any requiremgnisuant to this section by the
corporation may be granted or imposed by the Peasidnd Vice-President, the Secretary, any AsgiSacretary, or any other officer as
authorized by the Board of Directo



Article 7
DIVIDENDS AND FINANCES
Section 1. Dividends.

Dividends may be declared by the Board of Directard paid by the corporation at such times as tadBof Directors may determine, all
pursuant to the provisions of the New Jersey Busit@prporation Act.

Before payment of any dividend or making of anytritisition of net profits there may be set asideddiuhe net profits of the corporation such
sum or sums as the Board of Directors from timgne, in their absolute discretion, think propeddor such purposes as the Board shall
think conducive to the interests of the corporation

Section 2. Finances.

All funds of the corporation not otherwise employdll be deposited in its name in, and shall iestito application or withdrawal from,
banks, trust companies or other depositories weberted in accordance with and in such manneuaddr such conditions as may be
authorized by, or pursuant to the authority ofpheson of the Board of Directors. All checks, neterafts and other negotiable instruments of
the corporation shall be signed by such officeoféicers, agent or agents, employee or employe@sagsbe authorized by, or pursuant to the
authority of, resolution of the Board of Directolo officers, agents, or employees of the corpomateither singly or together, shall have
power to make any check, note, draft, or other tialgie instrument in the name of the corporatiotodsind the corporation thereby, except
as may be authorized in accordance with the prangsof this section.

Article 8
GENERAL
Section 1. Form of Seal.

The seal of the corporation shall be circular imfowith the words and figures "Eastman Kodak Comyp#ncorporated, 1901" in the outer
circle, and a monogram of the letters EKC in theeircircle.



Section 2. Indemnification of Directors, OfficensdaEmployees.

To the full extent authorized or permitted by ldlag corporation shall indemnify against his expsres® liabilities any person who is or was
a director, officer, employee or agent of this argtion, or who is or was serving at the requeshisfcorporation as a director, officer,
trustee, employee or agent of any other enterpistihe legal representative of any such persothydro is or was a party to or threatened to
be made a party to any proceeding, civil, crimorabtherwise in respect of any past, present aréutatter, by reason of the fact that such
person is or was serving in any of the foregoingacities. The determination as to whether an applibas met the standards to entitle him to
indemnification shall be made by a Committee oebiors, not less than three, appointed by the Bofadrectors for the purpose, none of
whom shall be parties to the proceedings, or ifetage not at least three directors who are naigsatio the proceedings, or if there are three
such directors and the Board so directs, the détetion shall be made in a written opinion by inelegeent legal counsel designated by the
Board of Directors. The question of indemnificatsirall not be submitted to shareholders unlessdrsotdd by the Board of Directors.

Article 9
AMENDMENTS

Except as may otherwise be required by law or byGhrtificate of Incorporation, these by-laws mayamended, altered, or repealed, in
whole or in part, by a vote of a majority of themiwers of the Board of Directors at the time inagfat any regular or special meeting of the
Board of Directors. The shareholders, by a majaritihe votes cast at a meeting of the sharehqldsag adopt, alter, amend or repeal the by-
laws whether made by the Board of Directors or ivtise.



Exhibit (10) Q.
January 28, 1999
TO: Richard T. Bourns
RE: Retirement
Dear Dick:

Once signed by both parties, this letter shall tituie an agreement between Eastman Kodak Comgkig#ék'") and you. Its purpose is to
confirm the terms of your retirement from Kodak.

1. Retirement Date

It is hereby agreed that you will voluntarily termate your employment on January 31, 1999 (the "rextion Date"). It is further agreed that
you will retire from Kodak on February 1, 19¢

2. Responsibilities

During the remainder of your employment by Kodadq,) will perform the duties and responsibilitiesigised to you by the Chief Operating
Office.

3. Stock Options

Subject to your satisfaction of the terms of tleisdr agreement, your termination of employment béltreated as an "Approved Reason" and
a "Permitted Reason" for purposes of any nongedliftock options to acquire Eastman Kodak Compamymon stock held by you at the
time of your termination of employment. Consequgntbu will not forfeit any Kodak stock options kirtue of your termination of
employment. Rather, unless sooner forfeited, thilyest per their terms and expire on their schedexpiration date.

4. Alarm System

Subject to your satisfaction of the terms of tleisdr agreement, you will be permitted to retamalarm system that is presently installed in
your residence at 575 Colby Road, Spencerport, M¥ér your retirement, you will, however, be solegsponsible for paying any servi
related fees associated with the alarm sys



5. Performance Stock Program

Upon your termination of employment, the awards lgaue earned and deferred under the Performanck Btogram (the "Program”), i.e.,
the awards for the 1993-1995 Restricted Stock Suibfa the Eastman Kodak Company 1990 Omnibus LargiTTCompensation Plan and
the 1995-1996 Performance Cycle of the Perform&teek Program under the Eastman Kodak Company ©288ibus Long-Term
Compensation Plan (the "1995 Omnibus Plan"), vélplaid to you pursuant to the terms of such progiidmat is, payment will be made in a
single sum or in annual installments at the digmnedf the Committee.

Recognizing that your termination of employment Wwé for "Retirement" under the terms of the Pragrgou will remain eligible for awards
under the Program's 1996-1998, 1997-1999 and 1008-Rerformance Cycles, provided awards are paisith cycles. Any award earned
for these three cycles will be paid in the formsbéres of Kodak common stock, not subject to astyictions. The awards you earn for the
1997-1999 and 1998-2000 Performance Cycles wifirberated based upon your length of service dwsinth cycles.

Please keep in mind that under the terms of 199&ilus Plan, all awards are, until paid, subjedbtéeiture under Section 14.3 entitled
"Noncompetition."

6. Wage Dividend

You will be eligible for any Wage Dividend payalite the 1998 Performance Period based upon yoticjpating compensation for this
period. This award will be paid, subject to withdlialy for all applicable income and payroll taxescash at the same time the plan's other
participants receive their award for the 1998 Renfmce Period.

7. Management Variable Compensation Plan.

You will remain eligible for an award under the Mgement Variable Compensation Plan for the 199®&#eance Period. If awards are p
for such period, whether your receive an award,ifisd the size of such award, will be based upamryachievement of your performance
commitments for 1998. Any award earned by you hellpaid, subject to withholding for all applicableome and payroll taxes, at the same
time the plan's participants receive their awacigife 1998 Performance Period.

8. Financial Counseling

You will, at Kodak's expense, continue to be elgito participate in Kodak's financial counselirrggram for the two-year period
commencing upon the Termination Date. The paymetiitese expenses on your behalf will be treateakdimary income to you and reported
accordingly.



9. Post-Retirement Survivor Income Benefit

As you know, upon your retirement you will be diilgi for a post- retirement survivor income benefitler the Family Protection Program
("FPP"). The post-retirement income benefit wilbyide a monthly income benefit to your spouse iferdhould you predecease her after you
retire. If FPP is ever amended or terminated toeeiimit or eliminate the post-retirement surviocome benefit, Kodak agrees to continue
to provide this benefit to you. The benefit will pevided on substantially the same terms and tiondi (e.g., amount and duration) as if it
were still being provided under the terms of FPBd&k will not have an obligation to fund the benhafid, consequently, the benefit may at
Kodak's discretion be paid from the company's asset

10. Benefits Not Benefits Bearing

In no event shall any of the benefits payable utldsrletter agreement be "benefits bearing." hreoivords, the amount of these benefits will
not be taken into account, nor considered for @agon, for purposes of determining any companyigeovbenefits or compensation to wr
you may become eligible, including, by way of iliaion and not by way of limitation, the wage diend.

11. Release

In consideration for the benefits under Sectiong, 8 and 9 of this letter agreement, you hereligeatp execute immediately prior to your
termination of employment the release annexed baedddendum A. In the event you either fail gndihe Addendum A or, once signed,
make an effective revocation of Addendum A, you wilt be entitled to benefits under Sections B dnd 9 of this letter agreement.

12. Continued Cooperation

Following your retirement, Kodak may need your @mntd cooperation and involvement with various egof litigation and other legal
matters which are now pending or which may ariser giour retirement. As partial consideration toe benefits under this letter agreement,
you agree, at Kodak's request from time to timegomperate with Kodak in its efforts to defend angbursue any such litigation or other le
matters. You further agree that you will providesthssistance to Kodak at no additional remuneardi@yond those benefits already being
provided to you under the terms of this letter agrent. Furthermore, in the event of your breadhisfletter agreement, and regardless of
whatever actions or remedies Kodak pursues asult teereof, you agree to continue to perform thevises required of you under this
Section 12 of the letter agreement. When perforritiege services at Kodak's request, Kodak agreeindurse you for the reasonable tre
and lodging expenses you incur upon submissiondi socumentation as is normally required of Kodaiployees it



receiving reimbursement for similar types of exgan®8y way of illustration and not by way of lintitan, the types of services that may be
requested of you under this Section 12 includenaliing strategy sessions, attending preparatiartsidh appearing at depositions, executing
affidavits and testifying at trials.

13. Employees' Agreement

During your employment by Kodak, you signed an ‘tBes Kodak Company Employee's Agreement” in whigh seaffirmed your

obligation not to disclose company trade secratfidential or proprietary information. Further, yagreed not to engage in work or activities
on behalf of a competitor of Kodak's in the fiaddwhich you were employed by Kodak for a periodved (2) years following termination of
your employment by Kodak. By signing this letteregment, you reaffirm the Employee's Agreementagrde that it is, and will be at t

time of your termination, in full force and effeetithout amendment or modification.

To the extent you locate one or more opportunitiemy field or fields in which you have worked f§odak, Kodak agrees, upon your
request, to promptly review the terms of each frmployment opportunity to determine whether sugboojunity is in Kodak's opinion
violative of the terms of the Employee's Agreem@ditsuch requests should be submitted directlgnfoattention.

14. Miscellaneous

A. Confidentiality. You will agree to keep the exeisce of this letter confidential except that yoaymeview it with your attorney, financial
advisor, spouse, or adult children, or with my dasie or me.

B. Unenforceability. If any portion of this lettagreement is deemed to be void or unenforceabtedmyurt of competent jurisdiction, the
remaining portions will remain in full force andeft to the maximum extent allowed by law. The igarintend and desire that each portic
this letter agreement be given the maximum possifiézt allowed by law.

C. Headings. The heading of the several sectiotisifetter agreement have been prepared for coavee and reference only and shall not
control, affect the meaning, or be taken as therfmetation of any provision of this letter agreeine

D. Applicable Law. All matters pertaining to thittier agreement (including its interpretation, &ation, validity, performance and breach)
shall be governed by, construed and enforced iardaace with the laws of the State of New York withgiving 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. Counterparts. This letter agreement may be eégddn any number of duplicate originals, each bfol shall be deemed an original, and
said duplicate originals shall constitute but ond the same instrument.

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; and

3. This letter agreement, including in particutarreference regarding the continuing effectiveriédhe Employees' Agreement, supersedes
and replaces any and all agreements or understgdinether written or oral that you may have withdik, or any subsidiaries or affiliates,
concerning any special or other separation, regrégror compensation arrangement.

If you find the foregoing acceptable, please sigaryname on the signature line provided below a&tarn the original signed copy of this
letter directly to my attention. Thank you.

Very truly yours,
Michael P. Morley

MPM:Ilh
Enclosure

Signed:
Richard T. Bourns

Dated:




Eastman Kodak Company and Subsidiary
Computation of Ratio of Earnings to Fi
(in millions, except for ratio

Year Ended December 31

1998 1997
Earnings from
continuing operations
before provision for
income taxes $2,106 $ 53 $1
Add:
Interest expense 110 98
Share of interest expense
of 50% owned companies 7 5
Interest component of
rental expense (1) 50 61
Amortization of
capitalized interest 24 23

Earnings as adjusted $2,297 $ 240 $1

Fixed charges

Interest expense 110 98
Share of interest expense

of 50% owned companies 7 5
Interest component of

rental expense (1) 50 61
Capitalized interest 41 33

Ratio of earnings to

fixed charges 11.0x  1.2x(2)

(1) Interest component of rental expense is estima
such expense, which is considered a reasonable
interest factor.

(2) The ratio is 8.6x before deducting restructuri
and other charges of $1,455 million.

(3) The ratio is 12.8x before deducting restructur
million and the loss on the sale of the Office
$387 million.

(4) The ratio is 3.1x before deducting restructuri

Exhibit (12)
Companies
xed Charges
s)

1996 1995 1994

,556  $1,926 $1,002
83 78 535
2 1 -
81 63 66

22 22 25

744 $2,090 $1,628

83 78 535
2 1 -

81 63 66
29 30 35

195 $ 172 $ 636

8.9x(3) 12.2x  2.6x(4)
ted to equal 1/3 of
approximation of the

ng costs, asset impairments

ing costs of $358
Imaging business of

ng costs of $340 million.



Subsidiaries of Eastman Kodak Company
Companies Consolidated

Eastman Kodak Company
Eastman Kodak International

Sales Corporation
Torrey Pines Realty Company, Inc.
The Image Bank, Inc.

Cinesite, Inc.
FPC Inc.
Qualex Inc.

Qualex Canada Photofinishing Inc.
Eastman Software Inc.
Jamieson Film Company
PictureVision Inc.

Eastman Gelatine Corporation
Eastman Canada Inc.

Kodak Canada Inc.

Kodak (Export Sales) Ltd.
Kodak Argentina S.A.I.C.

Kodak Brasileira C.I.L.

Kodak Chilena S.A.F.

Kodak Caceo Ltd.

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 Polska Sp.zo.o

Kodak International Finance Ltd.
Kodak AO
Kodak (Ireland) Manufacturing Limited
Kodak Ireland Limited
Kodak-Pathe SA
Kodak A.G.

E. K. Holdings, B.V.

Kodak Korea Limited

Kodak Far East Purchasing, Inc.
Kodak New Zealand Limited
Kodak (Australasia) Pty. 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
New York
Delaware
California
Delaware
Canada
Delaware
Delaware
Delaware
Massachusetts
Canada
Canada
Hong Kong
Argentina
Brazil
Chile
Delaware
New York
New York
Venezuela
New York
Singapore
New York
England
England
India
Poland
England
Russia
Ireland
Ireland
France
Germany
Netherlands
South Korea
New York
New Zealand
Australia
Kenya
Egypt
Malaysia
Taiwan



Companies Consolidated

Eastman Kodak Company
Eastman Kodak International Capital
Company, Inc.
Kodak de Mexico S.A. de C.V.

Kodak Export de Mexico, S. de R.L. de C.V.

Kodak Mexicana S.A. de C.V.
Industria Mexicana de Fotocopiadoras,
S.A.de C.V.
N.V. Kodak S.A.
Kodak a.s.
Kodak Norge A/S
Kodak SA
Kodak (Far East) Limited
Kodak (Thailand) Limited
Kodak G.m.b.H.

Kodak Kft.
Kodak Oy
Kodak Nederland B.V.
Kodak S.p.A.
Kodak Portuguesa Limited
Kodak S.A.
Kodak AB
Eastman Kodak (Japan) Ltd.
Kodak Japan Ltd.

Kodak Imagex K.K.

K.K. Kodak Information Systems
Kodak Japan Industries Ltd.
Kodak (China) Limited

Kodak Electronic Products (Shanghai) Co., Ltd.

BASO Precision Optics, Ltd.
K.H. Optical Company Limited

Kodak Photographic Equipment (Shanghai) Co., Ltd.

Kodak (China) Co. Ltd.
Kodak (WUXI) Co. Ltd.

Note: Subsidiary Company names are indented uhdename of the parent compa
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(Continued)
Organized
Under Laws of

Delaware
Mexico
Mexico
Mexico

Mexico
Belgium
Denmark
Norway
Switzerland
Hong Kong
Thailand
Austria
Hungary
Finland
Netherlands
Italy

New York
Spain
Sweden
Japan
Japan
Japan
Japan
Japan
Hong Kong
China
Taiwan
Hong Kong
China
China
China



Exhibit (23)
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtlee Prospectuses constituting part of the Redisn Statements on Form S-3 (No. 33-
48258, No. 33-49285, No. 33-64453, and No. 333-917/50rm S-4 (No. 33-48891), and S-8 (No. 33-5803, 33-35214, No. 33-56499, No.
33-65033, No. 33-65035, No. 333-57729, No. 333-976®. 333-57663, No. 333-57665, and No. 333-2387 Bastman Kodak Company
of our report dated January 13, 1999, appearingage 29 of this Annual Report on Form 10-K.

PricewaterhouseCoopers LLP
Rochester, New York
March 10, 199¢



ARTICLE 5

This schedule contains summary financial infornragatracted from the 1998 form 10-K of Eastman Ko@ampany, and is qualified in its
entirety by reference to such financial statements.

CIK: 0000031235
NAME: EASTMAN KODAK COMPANY

MULTIPLIER: 1,000,000
CURRENCY: U.S. DOLLARS

PERIOD TYPE 12 MOS<
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
EXCHANGE RATE 1.C
CASH 457
SECURITIES 43
RECEIVABLES 2527
ALLOWANCES 16¢
INVENTORY 142/
CURRENT ASSETS 559¢
PP&E 1348:
DEPRECIATION 756¢
TOTAL ASSETS 1473:
CURRENT LIABILITIES 617¢
BONDS 504
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 97¢
OTHER SE 301(
TOTAL LIABILITY AND EQUITY 1473:
SALES 1340¢
TOTAL REVENUES 1340¢
CGS 729¢
TOTAL COSTS 729¢
OTHER EXPENSES 3897
LOSS PROVISION 75
INTEREST EXPENSE 11C
INCOME PRETAX 210¢
INCOME TAX 71€
INCOME CONTINUING 139C
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 139(
EPS PRIMARY 4.3(C
EPS DILUTED 4.24
End of Filing
Powerad By I:IH'J‘.['{E. -
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