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DFC’s loans or other investments may be criminally prosecuted.  Such false statements 
are also grounds for DFC to terminate a commitment or declare a contract default.  These 
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Information and Regulatory Affairs, Office of Management and Budget, New Executive 
Office Building, Room 10202, Washington, DC 20503. 
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This Form and any attached supporting documentation will enable DFC personnel to make a 
preliminary determination of whether your proposal meets eligibility and basic underwriting 
requirements. DFC-DPA Loans are limited to projects that support the national response 
and recovery to the COVID-19 outbreak, or the resiliency of any relevant domestic supply 
chain.  Please click here to review the basic eligibility requirements and the DFC-DPA Loan 
Program origination process. For general questions or eligibility questions, please email [email 
address of new DFC domain to be added].  If a particular question on this form is unclear, please 
email [email address of new DFC forms domain to be added]. 

If you are applying for a Funds transaction, please skip to Section 2. 

Section 1: Project-Specific Transactions 

QUESTION 1:  SPECIFY FINANCING STRUCTURE 

The DFC-DPA Loan Program (DDLP) supports a wide variety of transactions by providing direct 
financing.  Though each transaction may have unique structural aspects, all transactions fit into 
one of two basic structural categories.  Please read the definitions below and choose the structure 
that best fits the type of support that you are seeking.   

Project Finance/Investment:  DFC provides financing to a stand-alone project or single 
purpose entity.   

Corporate Finance/Investment:  DFC provides financing to a general corporate entity that 
already has an operational track record.  

QUESTION 2:  IDENTIFY THE PROPOSED BORROWER/INVESTEE 

In each DFC-supported transaction, DFC enters into a contractual relationship with a 
Borrower/Investee (in the case of Project Finance or Corporate Finance transactions).  Please list 
the location and contact information for that party.  If that party has not yet been 
formed/incorporated, please list approximate information that will allow us to create a placeholder 
for that party in our transaction tracking systems. 

Borrower/Investee 

     Name: 

     Address (incl. city and country): 

     website (if avail): 

DUNS Number: 

U.S. Tax Identification Number:  or     N/A – Not a US Taxpayer 



QUESTION 3:  IDENTIFY THE APPLICANT REPRESENTATIVE 

Please provide contact information for the individual who will be DFC’s primary point of contact 
regarding this application.  

      Name and Title of Representative: 

 Relationship to the Borrower/Investee/Guaranteed Party:  

      Name of Representative’s Company (if different from the Borrower/Investee/Guaranteed Party) 

      Address: 

      Phone Number 1 (office): 

      Phone Number 2 (mobile)

E-mail

QUESTION 4:  IDENTIFY THE KEY PARTIES INVOLVED WITH THE TRANSACTION 

Evaluating the business entities and/or individuals that will own, manage or make other critical 
contributions to the transaction being financed is an important part of DFC’s underwriting process. 

Please attach detailed chart(s)/schematic(s) showing the structure of the proposed transaction 
and key relationships.  These may include ownership charts, organizational/management 
structures, contractual relationship schematics, etc.   

Please list and provide requested information on each of the following types of entities/individuals. 
If an entity/individual plays multiple roles in a transaction, only list them once and indicate their 
most important/primary role: 

• Each business entity/individual that owns 10% or more (either directly or indirectly) of the
Borrower/Investee/transaction.

• Each business entity/individual that does or intends to provide credit support (e.g. a
guarantor)

• Each business entity/individual that does or will have a significant managerial relationship
with the Borrower/Investee/transaction (e.g. executives/directors).

• Each business entity/individual that does or will have a primary contractual relationship
with the Borrower/Investee (e.g. construction contractor, operations and maintenance
contractor, hotel management company, etc.)

Name 

Type of Entity 

Country of Citizenship (for 
Individuals) or Incorporation (for 
Business Entities) 

Primary Relationship to 
Borrower/Investee/Transaction 

Veteran Owned or Led? 

Minority Owned or Led? 

Women Owned or Led? 

If yes, please provide: 

(b) (6)

(b) (6)



% owned by women 

# of women on Board of Directors 

names and titles of women owners 
and executives: 

QUESTION 5:  DESCRIBE THE TRANSACTION 

Please provide a brief description of the proposed transaction, making sure to address the 
following: 

• What are the objectives of the proposed transaction?

• What factors or resources under the control of the involved parties will contribute most toward
meeting those objectives and why?

• How would DFC’s participation in the transaction contribute to its success?

Please attach the following supporting documents: 

Business Plan/Preliminary
Information Memorandum 

Financial Projections Model 

Historical Financial Statements 

QUESTION 6:    DETAIL COSTS AND FUNDING 

[If the Financing Structure chosen in Question 1 was Project Finance/Investment, then the online 
form will show the following:] 

For a Project Finance transaction, please provide a detailed list of the estimated project costs and 
the types and amounts of funding that will be used to cover them.  Remember to include both 
hard/physical asset costs (e.g. buildings or equipment) and soft/implementation costs (e.g. legal 
or consultant services, fees, contingency etc.) in the cost estimate. The total cost amount in 
Column A must equal the total funding amount in Column B. For an example, please click [here]. 

Column A Column B 

Cost Item USD % Funding Source USD % 

Debt: 

DFC loan (indicate proposed term) 

Other term debt (indicate proposed term) 

Supplier financing 

Subordinated Debt: 

Third party subordinated debt 

Shareholder subordinated loans 

Equity: 

Cash 

(b) (4)
(b) (4)

https://www3.opic.gov/DFCForms/Documents/Business_Plan_Help.pdf
https://www3.opic.gov/DFCForms/Documents/Financial_Projections_Model_Template_2019.xlsm
https://www3.opic.gov/DFCForms/Documents/Historical_Statement_Help.pdf
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PART I


ITEM 1. BUSINESS


When used in this report, unless otherwise indicated by the context, “we,” “our,” “us,” and “Kodak” refer to the consolidated company on the basis of consolidation described in
Note 1 to the consolidated financial statements in Part II, Item 8, “Financial Statements and Supplementary Data” of this Form 10-K Report.  Also, unless otherwise indicated by
the context, “EKC” means the parent company, Eastman Kodak Company (the “Company”).


Kodak provides directly, and through partnerships with other innovative companies hardware, software, consumables and services to customers in graphic arts, commercial
print, publishing, packaging, electronic displays, entertainment and commercial films, and consumer products markets.  With its world-class R&D capabilities, innovative
solutions portfolio and highly trusted brand, Kodak is helping customers around the globe to sustainably grow their own businesses and enjoy their lives.


Kodak is a global commercial printing and imaging company with proprietary technologies in materials science, digital imaging science and software, and deposition processes
(methods whereby one or more layers of various materials in gaseous, liquid or small particle form are deposited on a substrate in precise quantities and positions).  Kodak
leverages its core technology products and services to develop solutions for the product goods packaging and graphic communications markets, and is developing products for
the functional printing market. Kodak also offers brand licensing and intellectual property opportunities, provides products and services for motion pictures and other
commercial films, and sells ink to its existing installed consumer inkjet printer base.


The Company was founded by George Eastman in 1880 and incorporated in 1901 in the State of New Jersey.  Kodak is headquartered in Rochester, New York.


REPORTABLE SEGMENTS


Kodak has seven reportable segments:  Print Systems, Enterprise Inkjet Systems, Flexographic Packaging, Software and Solutions, Consumer and Film, Advanced Materials and
3D Printing Technology and Eastman Business Park.  The balance of Kodak’s continuing operations, which do not meet the criteria of a reportable segment, are reported in All
Other which primarily represents the RED utilities variable interest entity until deconsolidation in December 2016 (refer to Note 1, “Summary of Significant Accounting
Policies”).


Information on Kodak's revenues and long-lived assets by geographic area as well as revenues and earnings by reportable segment for each of the past three years are shown in
Note 24, “Segment Information,” in the Notes to Financial Statements.


Print Systems


The Print Systems segment is comprised of Prepress Solutions, which includes Kodak’s digital offset plate offerings and computer-to-plate imaging solutions, and
Electrophotographic Printing Solutions, which offers high-quality digital printing solutions using electrically charged toner based technology.  The Print Systems segment
provides digital and traditional product and service offerings to a variety of commercial industries, including commercial print, direct mail, book publishing, newspapers and
magazines and packaging.  While the businesses in this segment are experiencing pricing pressure, innovations in Kodak product lines that can command premium prices offset
some of the long-term market price erosion.


Prepress Solutions capitalizes on a contract-based, stable and recurring cash flow-generative business model. The average duration of customer contracts is two years. These
contracts offer stability and generate recurring revenue. The core of the business is the manufacturing of aluminum digital printing plates of varying sizes. These plates can be as
small as 23cm x 27cm and as large as 126cm x 287cm.  Unexposed plates are sold to commercial printing companies for use in the offset printing process. Kodak also
manufactures equipment, known as Computer to Plate (“CTP”) equipment, which images the plates with a laser. The plates are used in the offset printing process, which
transfers ink from the plate onto a rubber blanket and then onto the substrate to be printed. Due to the nature of the imaging and printing process, a new plate must be used for
each printing run. As a result, there is a recurring revenue stream from the sale of these plates.


The Print Systems products and services are sold globally to customers through both a direct sales team as well as indirectly through dealers. Primary competitors are Fuji and
Agfa.  Kodak expects to benefit from current industry trends, including customers’ increasing focus on sustainability initiatives, which strengthens demand for Kodak’s process-
free solutions.  


• Prepress Solutions:


 • Digital offset plates, which includes KODAK SONORA Process Free Plates. KODAK SONORA Process Free Plates are prepared directly with a CTP thermal
output device and do not require subsequent processing chemistry, processing equipment or chemical disposal. As a result, the plates deliver cost savings and
efficiency for customers and promote environmental sustainability practices.


 • CTP output devices that are used by customers to transfer images onto aluminum offset printing plates and provide consistent and high-quality imaging for offset
press applications. CTP products provide high resolution, consistency and stability in thermal imaging. Kodak also offers a lower cost CTP system using TH5
imaging technology, which provides a highly efficient and cost-effective imaging solution at a lower price point.


 • Net sales for Prepress Solutions accounted for 53%, 52% and 51% of Kodak’s total net revenue for the years ended December 31, 2017, 2016 and 2015,
respectively.
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• Electrophotographic Printing Solutions:


 • NEXPRESS printers produce high-quality, differentiated printing of short-run, personalized print applications, such as direct mail, books, marketing collateral and
photo products.


 • DIGIMASTER printers use monochrome electrophotographic printing technology for transactional printing, short-run books, corporate documentation, manuals
and direct mail.


 • Net sales for Electrophotographic Printing Solutions accounted for 9%, 9% and 10% of Kodak’s total net revenue for the years ended December 31, 2017, 2016
and 2015, respectively.


The Print Systems segment also provides service and support related to these products.


Enterprise Inkjet Systems


The Enterprise Inkjet Systems segment contains the Prosper business and the Versamark business. The Enterprise Inkjet Systems products include production press systems,
consumables (primarily ink), inkjet components and services.  Enterprise Inkjet Systems products are distributed directly by Kodak and indirectly through dealers.  The markets
that the Enterprise Inkjet Systems segment serves are highly competitive in variable printing applications like direct mail, newspapers, books, and packaging/labels.  Key
competitors are HP, Canon, Ricoh, and Screen.
 
• Prosper:
 
 • The Prosper business product offerings, including the PROSPER Press systems and PROSPER Components, feature ultrafast inkjet droplet generation. This


includes the PROSPER 6000 Press, which delivers a continuous flow of ink that enables constant and consistent operation, with uniform ink droplet size and
accurate placement, even at very high print speeds. Applications of the PROSPER Press include publishing, commercial print, direct mail and
packaging.  PROSPER System Components are integrated into original equipment manufacturer partner products and systems. Sales of equipment that
incorporate the PROSPER Writing Systems result in recurring revenue from sales of ink and other consumables and equipment service. The level of recurring
revenue depends on the application for which the equipment is used, which drives the total number of pages printed and, therefore, the amount of ink usage.  The
business model is further supplemented by consumption of other consumables including refurbished jetting modules and service.
 


 • The focus of the Prosper business is on developing the next generation platform, Ultrastream, with solutions that place writing systems in original equipment
manufacturers as well as direct sale press products that widens its reach into applications for packaging and décor and expands the substrate range to include
plastics.  Product development is currently in the stage of shipping evaluation kits to potential partners with commercialization expected in 2019.


 
 


 • The Prosper business includes Kodak Print Services.  Kodak Print Services prints the Jersey Evening Post as well as the majority of U.K. national newspapers for
distribution in both Jersey and Guernsey islands.  The business is used to demonstrate the value of the Kodak Prosper presses to customers around the world.
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• Versamark:


 • The KODAK VERSAMARK Products are the predecessor products to the PROSPER Press.  Kodak has ceased manufacturing VERSAMARK Press
systems.  Users of KODAK VERSAMARK Products continue to purchase ink and other consumables as well as service from Kodak.  Applications of the
VERSAMARK products include publishing, transactional, commercial print and direct mail.  


Flexographic Packaging


The Flexographic Packaging segment includes flexographic imaging equipment, printing plates, consumables and related services, which enable graphic customization of a wide
variety of packaging materials.  Flexographic Packaging seeks to provide innovative printing techniques to customers for both premium marketing applications and
manufacturing applications. Flexographic Packaging products are sold directly by Kodak and indirectly through dealers.  The industry is highly competitive.  The most
significant competitors are Esko-Graphics BVBA and Dainippon Screen Mfg. Co., Ltd. for imaging equipment and Asahi Kasei Corporation, E.I. du Pont de Nemours and
Company, Flint Group S.A., Fuji, MacDermid Incorporated, Toray Industries, Inc. and Toyobo Co., Ltd. for consumables. Competition is based on quality, technology,
performance, price, reliability, brand, reputation, range of products and services, and service and support.


• FLEXCEL NX:
 


 • The FLEXCEL NX System, a fully-integrated digital flexographic plate imaging solution, enables prepress service providers and printers to create printing plates
that provide high quality flexographic printing and enhance the efficiency of customers’ printing processes.  
 


• Other Packaging
 


 • The FLEXCEL SR Plates portfolio comprises a full range of analog flexographic plates designed for trade shops and packaging printers that have not yet
transitioned to digital technology. Kodak also manufactures and sells DITR Film, a no-process alternative to conventional graphic arts film and a wide range of
analog and digital letterpress plates. Also included under this category are equipment service and the legacy APPROVAL proofing business.


 
Software and Solutions


The Software and Solutions segment is comprised of Unified Workflow Solutions and Kodak Technology Solutions, which includes enterprise services and solutions.  Unified
Workflow Solutions is an established product line.  Kodak Technology Solutions includes document management and managed print services businesses and Kodakit.  Sales in
Kodak Technology Solutions are project-based and can vary from year to year depending on the nature and number of projects in existence that year.  


• Unified Workflow Solutions
 


 • Unified Workflow Solutions offers a leading suite of solutions for print production workflow, including the PRINERGY workflow production software, by providing
customer value through automation, web integration and integration with other Kodak systems and third-party offerings. Production workflow software is used by
customers to manage digital and conventional print content from file creation to output.  Production workflow software manages content and color, reduces manual
errors and helps customers manage the collaborative creative process.  Kodak believes it is a leader in production workflow solutions for the commercial print and
packaging industries with over 15,000 systems installed in some of the largest printing and packaging establishments around the world.  The Unified Workflow
Solutions business includes digital front-end controllers which manage the delivery of personalized content to digital presses while controlling color and print
consistency. Products and services are sold directly by Kodak and indirectly through dealers.  The markets that Unified Workflow Solutions serves are highly
competitive.  Key customer segments each face competitive market pressure in pricing and new product introduction.  Primary competitors include Heidelberg, Agfa,
Fuji, and Esko.
 


• Kodak Technology Solutions
 


 • Kodak Technology Solutions assists organizations with challenges and opportunities created by the worldwide digital transformation. It provides print and managed
media services that assist customers with solutions for their printing requirements and document management services, including expertise in the capture, archiving,
retrieval and delivery of documents. Kodak Technology Solutions serves enterprise customers primarily in the government and financial services
sectors.  Digitization and document management services are provided by a variety of players, both global and local, in a market that varies significantly in terms of
quality and pricing of services provided.  


Kodakit is a platform that connects businesses with professional photographers to cater to their photography needs.  Customers include global hotels and online
travel agencies, real estate companies, marketplaces, advertising agencies and global brands.
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Consumer and Film


The Consumer and Film segment is comprised of three lines of business, Consumer Products, Industrial Film and Chemicals, and Motion Picture.  Kodak’s Consumer and Film
products are distributed directly by Kodak and indirectly through dealers.  Brand licensees use the Kodak brand on their products and use their own distribution channels.  Two
Industrial Film and Chemicals customers represent approximately 30 percent of total Consumer and Film segment revenues.


• Consumer Products:
 


 • Includes licensing of the Kodak brand to third parties.  Kodak currently licenses its brand for use with a range of products including batteries, digital and instant print
cameras and camera accessories, printers, and LED lighting.  Kodak intends to continue efforts to grow its portfolio of brand licenses to generate both ongoing
royalty streams and upfront payments.


 • Consumer Inkjet Solutions, which involves the sale of ink to an existing installed base of consumer inkjet printers.
 • Kodak developed consumer products, including the Super 8 camera.


 
• Industrial Film and Chemicals:


 
 • Offers industrial film, including films used by the electronics industry to produce printed circuit boards, as well as professional and consumer still photographic film.
 • Includes related component businesses: Polyester Film; Solvent Recovery; and Specialty Chemicals, Inks and Dispersions.


 
• Motion Picture:


 
 • Includes the motion picture film business serving the entertainment industry. Motion picture products are sold directly to studios, external laboratories and


independent filmmakers.
 • Kodak motion picture film processing laboratories offering onsite processing services at strategic locations in the U.S. and Europe.


Net sales for Motion Picture and Industrial Film and Chemicals accounted for 10% of Kodak’s total net revenues for the years ended December 31, 2017, 2016 and 2015.


Advanced Materials and 3D Printing Technology


The Advanced Materials and 3D Printing Technology segment contains the Kodak Research Laboratories and associated new business opportunities and intellectual property
licensing not directly related to other business divisions.  Kodak conducts research and files patent applications with fundamental inventions from the Kodak Research
Laboratories.  Additionally, Kodak continues to file new patent applications in areas aligned with its core businesses.  Via these core business patent applications along with the
research inventions, Kodak maintains a large worldwide portfolio of pending applications and issued patents.  Because product solutions in Advanced Materials and 3D Printing
are in the process of being commercialized or are new business opportunities, a higher-level of investment has been required.  Advanced Materials and 3D Printing Technology
significantly reduced the level of this investment in the fourth quarter of 2017, concentrating on opportunities that are commercialized or nearly commercialized with identified
markets and customers.
 
Advanced Materials and 3D Printing Technology segment will also pursue partnership opportunities to commercialize materials and printed electronics technologies.  These
partnerships may include non-recurring engineering payments for Kodak efforts to further develop such technologies into products.  Further, Advanced Materials and 3D
Printing Technology segment provides a wide range of analytical services and non-recurring engineering services to external clients at market rates for such services.
  


• Advanced Materials:
 


 • Advanced Materials is developing solutions for component smart materials based on the materials science inventions and innovations from the research
laboratories.  There are multiple applications that Kodak contemplates addressing in this category, but the singular focus now is light blocking particles for the
textile market.
 


• 3D Printing:
 


 • 3D Printing concentrates on partnership and/or licensing opportunities in printed electronics (micro 3D printing) and materials production for macro 3D
printing companies.
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• IP Licensing:
 


 • Kodak actively seeks opportunities to leverage its patents and associated technology in licensing and/or cross-licensing deals to support both revenue growth
and its ongoing businesses.  While revenues from these licensing activities tend to be unpredictable in nature, this segment still carries the potential for revenue
generation from intellectual property licensing and new materials businesses.


Eastman Business Park


The Eastman Business Park segment includes the operations of the Eastman Business Park, a more than 1,200-acre technology center and industrial complex in Rochester, New
York and the leasing activities related to that space. A large portion of this facility is used in Kodak’s own manufacturing and other operations, while the remaining portion is
occupied by external tenants or available for rent to external tenants.  Three tenants represent approximately 50% of total Eastman Business Park segment revenues.  A tenant
that represented approximately 30% of segment revenues for the years ending December 31, 2017 and 2016, and 35% of segment revenues for the year ending December 31,
2015 notified Kodak that it does not plan to renew its lease upon expiration in the third quarter of 2018.


DISCONTINUED OPERATIONS


Discontinued operations of Kodak include the Personalized Imaging and Document Imaging businesses (“PI/DI Business”).  Refer to Note 25, “Discontinued Operations” in the
Notes to Financial Statements for additional information.


FINANCIAL INFORMATION BY GEOGRAPHIC AREA


Financial information by geographic area for the past three years is shown in Note 24, “Segment Information,” in the Notes to Financial Statements.


RAW MATERIALS


The raw materials used by Kodak are many and varied, and are generally readily available.  Lithographic aluminum is the primary material used in the manufacture of offset
printing plates.  Kodak procures lithographic aluminum coils from several suppliers with pricing based, in part, on either prevailing market prices for aluminum or on fixed
prices for aluminum agreed to up to one year prior.   Electronic components are used in the manufacturing of commercial printers and other electronic devices.  The film and
chemicals business uses many raw materials from a broad range of suppliers.  Polymer and resin raw materials are used in the manufacture of flexographic printing plates and
films.  Most electronic components, raw materials and other components are generally available from multiple sources.  However, certain key electronic components, raw
materials and other components included in the finished goods manufactured by Kodak and manufactured by and purchased from Kodak’s third-party suppliers are obtained
from single or limited sources, which subjects Kodak to supply risks.


SEASONALITY OF BUSINESS


Equipment and plate unit sales generally are higher in the fourth quarter, resulting from customer or industry budgeting practices and buying patterns.


RESEARCH AND DEVELOPMENT


Kodak's general practice is to protect its investment in research and development and its freedom to use its inventions by obtaining patents.  The ownership of these patents
contributes to Kodak's ability to provide industry-leading products.  Kodak holds portfolios of patents in several areas important to its business, including the specific
technologies previously discussed, such as flexographic and lithographic printing plates and related equipment systems; digital printing workflow and color management
proofing systems; color and black-and-white electrophotographic printing systems including key press components and toners; commercial inkjet writing systems and
components, presses and inks; consumer inkjet inks and media; functional printing materials, formulations, and deposition modalities; security materials; embedded information;
and color negative films, processing and print films.  Each of these areas is important to existing and emerging business opportunities that bear directly on Kodak's overall
business performance.


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


Total research and development expenses were $53 million in 2017, $60 million in 2016 and $61 million in 2015.
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ENVIRONMENTAL PROTECTION


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


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


Based upon information presently available, future costs associated with environmental compliance are not expected to have a material effect on Kodak's capital expenditures or
competitive position, although costs could be material to a particular quarter or year.


EMPLOYMENT


At the end of 2017, Kodak employed the full time equivalent of approximately 5,800 people globally, of whom approximately 2,600 were employed in the U.S.  The actual
number of employees may be greater because some individuals work part time.


AVAILABLE INFORMATION


Kodak files many reports with the Securities and Exchange Commission (“SEC”) (www.sec.gov), including annual reports on Form 10-K, quarterly reports on Form 10-Q and
current reports on Form 8-K.  These reports, and amendments to these reports, are made available free of charge as soon as reasonably practicable after being electronically filed
with or furnished to the SEC.  They are available through Kodak's website at www.Kodak.com.  To reach the SEC filings, follow the links to About Kodak, Investor Center,
Financial Information and then SEC Filings.


ITEM 1A. RISK FACTORS


Kodak operates in rapidly changing economic and technological environments which present numerous risks, many of which are driven by factors it cannot control or predict.
Certain factors may have a material adverse effect on its business, financial condition, and results of operations. You should consider carefully the risks and uncertainties
described below in addition to other information contained in this Annual Report on Form 10-K, including the Management’s Discussion and Analysis of Financial Condition
and Results of Operations (MD&A) section and the consolidated financial statements and related notes. The following discussion of “risk factors” identifies Kodak’s assessment
of the most significant factors which may adversely affect its business, operations, financial position or future financial performance.  Additional risks and uncertainties Kodak is
unaware of, or currently believes are not material, may also become important factors which could adversely affect its business, operations, financial position or future financial
performance.


Risks Related to Kodak’s Business


If Kodak is not able to successfully implement its business plans, or experiences implementation delays in cost structure reduction, Kodak’s consolidated results of
operations, financial position and liquidity could be negatively affected.


Kodak’s business plans are subject to a number of assumptions, projections, and analysis. If these assumptions prove to be incorrect, Kodak may be unsuccessful in executing its
business plans or achieving the projected results, which could adversely impact its financial results and liquidity. In addition, Kodak continues to rationalize its workforce and
streamline operations to a leaner and more focused organization aligned with its business initiatives. There are no assurances such measures will prove to be successful or the
cost savings or other results it achieves through these plans will be consistent with its expectations. As a result, its results of operations, financial position and liquidity could be
negatively impacted. If restructuring plans are not effectively managed, it may experience lost customer sales, product delays, additional costs and other unanticipated effects,
causing harm to its business and customer relationships. Finally, the timing and implementation of these plans require compliance with numerous laws and regulations, including
local labor laws, and the failure to comply with such requirements may result in damages, fines and penalties which could adversely affect Kodak’s business.
 


If Kodak is unable to successfully develop, fund and commercialize products in certain businesses upon which it is focused, its financial performance could be adversely
affected.


Kodak has focused its investments on imaging and printing for business, specifically, commercial inkjet, packaging, advanced materials and 3D printing, and software and
services.  Each of these businesses requires additional investment and may not be successful. The introduction of successful innovative products at market competitive prices
and the achievement of scale are necessary for it to grow these businesses, improve margins and achieve its financial objectives. Additionally, its strategy is based on a number
of factors and assumptions, some of which are not within its control, such as the actions of third parties. There can be no assurance that it will be able to successfully execute all
or any elements of its strategy, or that its ability to successfully execute its strategy will be unaffected by external factors. If it is unsuccessful in growing Kodak’s investment
businesses as planned, or perceiving the needs of its target customers, its financial performance could be adversely affected.
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Kodak’s inability to effectively complete and manage strategic transactions could adversely impact its business performance, including its financial results.


As part of Kodak’s strategy, it may be engaged in discussions with third parties regarding possible divestitures, asset sales, spin-offs, investments, acquisitions, strategic
alliances, joint ventures, and outsourcing transactions and may enter into agreements relating to such transactions in order to further its business objectives.  In order to
successfully pursue its strategic transaction strategy, it must identify suitable buyers, sellers and partners and successfully complete transactions, some of which may be large
and complex, and manage post-closing issues such as the elimination of any remaining post-sale costs related to divested businesses. Transaction risk can be more pronounced
for larger and more complicated transactions or when multiple transactions are pursued simultaneously.  If Kodak fails to identify and successfully complete transactions that
further its strategic objectives, it may be required to expend resources to develop products and technology internally, it may be at a competitive disadvantage or it may be
adversely affected by negative market perceptions. Any of these factors could have an adverse effect on its revenue, gross margins and profitability. In addition, unpredictability
surrounding the timing of such transactions could adversely affect its financial results.


Kodak may pursue acquisitions or combinations which could fail or present unanticipated problems for its business in the future, which would adversely affect its ability to
realize the anticipated benefits of those transactions or increase the price it would be required to pay.


Kodak may seek to enter into transactions which may include acquiring or combining with other businesses. It may not be able to identify suitable acquisition or combination
opportunities or finance and complete any particular acquisition or combination successfully. Furthermore, acquisitions and combinations involve a number of risks and
challenges, including:


 
 • the ability to obtain required regulatory and other approvals;
 • the need to integrate acquired or combined operations with its business;
 • potential loss of key employees;
 • difficulty in evaluating operating costs, infrastructure requirements, environmental and other liabilities and other factors beyond


its control;
 • potential lack of operating experience in new business or geographic areas;
 • an increase in its expenses and working capital requirements;
 • management’s attention may be temporarily diverted; and
 • the possibility it may be required to issue a substantial amount of additional equity or debt securities or assume additional debt in


connection with any such transactions.


Any of these factors could adversely affect its ability to achieve anticipated levels of cash flows or realize synergies or other anticipated benefits from a strategic transaction.
Furthermore, the market for transactions is highly competitive, which may adversely affect its ability to find transactions which fit its strategic objectives or increase the price it
would be required to pay (which could decrease the benefit of the transaction or hinder its desire or ability to consummate the transaction). Strategic transactions may occur at
any time and may be significant in size relative to its assets and operations.


The ability to generate positive operating cash flows will be necessary for Kodak to continue to operate its business.


Kodak has not generated positive operating cash flows over the past four years.  The Print Systems segment is its largest segment and has had declining revenues and segment
earnings which are expected to continue to decline.  Kodak’s stable and growth businesses may not grow or continue to generate the same or enough cash flow to offset
businesses with declining cash flows.  Kodak may be unable to generate positive cash flow from operations in the future, which would have a material adverse effect on its
liquidity and financial position.


Continued investment, capital needs, restructuring payments, dividends and servicing the Company’s debt require a significant amount of cash and it may not be able to
generate sufficient cash to fund these activities, which could adversely affect its business, operating results and financial condition.


Kodak’s business may not generate cash flow in an amount sufficient to enable it to pay the principal or mandatory redemption price of, or interest and dividends on its
indebtedness and Series A Preferred Stock, or to fund Kodak’s other liquidity needs, including working capital, capital expenditures, product development efforts, strategic
acquisitions, investments and alliances, restructuring actions and other general corporate requirements.


Kodak’s ability to generate cash is subject to general economic, financial, competitive, litigation, regulatory and other factors beyond its control. There are no assurances:
 
 • Kodak’s businesses will generate sufficient cash flow from operations;
 • Kodak will be able to generate expected levels of operational EBITDA;
 • Kodak will be able to repatriate or move cash to locations where and when it is needed;
 • the Company will meet all the conditions associated with making borrowings or issuing letters of credit under the ABL Credit


Agreement;
 • Kodak will realize cost savings, earnings growth and operating improvements resulting from the execution of its business and


restructuring plan;
 • Kodak will not have to expend cash defending lawsuits regardless of the merits of any claims raised; or
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 • Future sources of funding will be available in amounts sufficient to enable funding of its liquidity needs.


If Kodak cannot fund its liquidity needs, it will have to take actions, such as reducing or delaying capital expenditures, product development efforts, strategic acquisitions, and
investments and alliances; selling additional assets; restructuring or refinancing the Company’s debt; or seeking additional equity capital. Such actions could increase the
Company’s debt, negatively impact customer confidence in its ability to provide products and services, reduce its ability to raise additional capital and delay sustained
profitability. There are no assurances any of these actions could, if necessary, be taken on commercially reasonable terms, or at all, or they would satisfy Kodak’s liquidity
needs.  In addition, if it were to incur additional debt, the risks associated with the Company’s substantial leverage, including the risk it will be unable to service its debt,
generate cash flow sufficient to fund its liquidity needs, or maintain compliance with the covenants in the Credit Agreements, could significantly increase.


Due to the nature of the products it sells and Kodak’s worldwide distribution, it is subject to changes in currency exchange rates, interest rates and commodity costs which
may adversely impact its results of operations and financial position.


As a result of Kodak’s global operating and financing activities, it is exposed to changes in currency exchange rates and interest rates, which may adversely affect its results of
operations and financial position.  Exchange rates and interest rates in markets in which it does business tend to be volatile and, at times, its sales and profitability can be
negatively impacted across all its segments depending upon the value of the U.S. dollar and other major currencies such as the euro, the Japanese yen, the British pound and the
Chinese yuan. In addition, Kodak’s products contain aluminum, silver, petroleum based or other commodity based raw materials, the prices of which have been, and may
continue to be, volatile. If the global economic situation remains uncertain or worsens, there could be further volatility in changes in currency exchange rates, interest rates and
commodity prices, which could have negative effects on its revenue and earnings.


Weakness or worsening of global economic conditions could adversely affect Kodak’s financial performance and liquidity.


The global economic environment may adversely affect sales of Kodak’s products, profitability and liquidity. Global financial markets have been experiencing volatility.
Economic conditions could accelerate any decline in demand for products, which could also place pressure on its results of operations and liquidity. There is no guarantee that
anticipated economic growth levels in markets which have experienced some economic strength will continue in the future, or Kodak will succeed in expanding sales in these
markets. In addition, accounts receivable and past due accounts could increase due to a decline in its customers’ ability to pay as a result of an economic downturn, and its
liquidity, including its ability to use credit lines, could be negatively impacted by failures of financial instrument counterparties, including banks and other financial institutions.
If global economic weakness and tightness in the credit markets exist, worsen or are attenuated, Kodak’s profitability and related cash generation capability could be adversely
affected and, therefore, affect its ability to meet its anticipated cash needs, impair its liquidity or increase its costs of borrowing.


If Kodak is unable to successfully develop or commercialize new products, its business, financial position and operating results may suffer.


Kodak generally sells its products in industries which are characterized by rapid technological changes, frequent new product and service introductions and changing industry
standards. Without the timely introduction of new products, services and enhancements, its products and services will become technologically obsolete over time, in which case
its revenue and operating results would suffer. Therefore, its future results of operations will depend to a significant extent upon its ability to successfully commercialize new
products in a timely manner. The success of its new products and services will depend on several factors, including its ability to:


 
 • identify customer needs;
 • innovate and develop new technologies, services, and applications;
 • commercialize new technologies in a timely manner;
 • manufacture and deliver its products in sufficient volumes and on time;
 • differentiate its offerings from its competitors’ offerings;
 • price its products and services competitively;
 • anticipate its competitors’ development of new products, services or technological innovations;
 • work successfully alongside its partners; and
 • control product quality in its manufacturing processes.
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As a result of these and other factors, products currently in development by Kodak (for example, UltraStream technology, small particle technology and Ultra NX) may or may
not be successfully commercialized in a timely manner, or at all. If any of its key products cannot be successfully or timely commercialized, its operating results could be
adversely affected. Moreover, it cannot guarantee any investment made in developing products will be recouped, even if it is successful in commercializing those products,
which could have a material adverse effect on its business, financial position and operating results.


If Kodak’s commercialization and manufacturing processes fail to prevent issues with product reliability, yield and quality, its product launch plans may be delayed, its
financial results may be adversely impacted, and its reputation may be harmed.


In developing, commercializing and manufacturing Kodak’s products and services it must adequately address reliability and prevent yield and other quality issues, including
defects in its engineering, design and manufacturing processes, as well as defects in third-party components included in its products. Because Kodak’s products are sophisticated
and complicated to develop and commercialize with rapid advances in technologies, the occurrence of defects may increase, particularly with the introduction of new product
lines. Unanticipated issues with product performance may delay product launch plans which could result in additional expenses, lost revenue and earnings. Although it has
established internal procedures to minimize risks which may arise from product quality issues, there can be no assurance it will be able to eliminate or mitigate occurrences of
these issues and associated liabilities. Product reliability, yield and quality issues can impair its relationships with new or existing customers and adversely affect its brand
image; product quality issues can result in recalls, warranty, or other service obligations and litigation, and its reputation as a producer of high quality products could suffer,
which could adversely affect its business as well as its financial results.


If the reputation of Kodak or its brand erodes significantly, it could have a material impact on its financial results.
 
Kodak’s reputation, and the reputation of its brand, form the foundation of its relationships with key stakeholders and other constituencies, including customers, suppliers and
consumers. The quality and safety of Kodak’s products are critical to its business.  Kodak’s products have worldwide recognition, and its financial success is directly dependent
on the success of its product offering.  One aspect of Kodak’s business is licensing others to use Kodak’s brand in connection with the sale of such licensees’ products and
services, and activities by such licensees may be perceived by the market as being activities of Kodak. The success of Kodak’s brand can suffer if its or its licensees’ marketing
plans, product initiatives or activities do not have the desired impact on the brand’s image or ability to attract customers.  Kodak’s results could also be negatively impacted if its
brand suffers substantial harm to its reputation due to significant product reliability and quality issues, and product-related litigation.  Additionally, negative or inaccurate
postings or comments on social media or networking websites about Kodak, its licensees or its brand could generate adverse publicity which could damage the reputation of the
brand.  Kodak also devotes significant time and resources to programs consistent with its corporate values and commitments that are designed to protect and preserve its
reputation, such as social responsibility and environmental sustainability. If these programs are not executed as planned or suffer negative publicity, Kodak’s reputation and
financial results could be adversely impacted.


The competitive pressures it faces could harm Kodak’s revenue, gross margins, cash flow and market share.


The markets in which Kodak does business are highly competitive with large, entrenched, and well financed industry participants, many of which are larger than Kodak. In
addition, it encounters aggressive price competition for many of its products and services from numerous companies globally. Any of its competitors may:


 
 • foresee the course of market developments more accurately than it does;
 • sell superior products and provide superior services or offer a broader variety of products and services;
 • have the ability to produce or supply similar products and services at a lower cost;
 • have better access to supplies and the ability to acquire supplies at a lower cost;
 • develop stronger relationships with its suppliers or customers;
 • adapt more quickly to new technologies or evolving customer requirements than it does; or
 • have access to capital markets or other financing sources on more favorable terms than it can obtain.


As a result, Kodak may not be able to compete successfully with its competitors. Finally, it may not be able to maintain its operating costs or prices at levels which would allow
it to compete effectively. Kodak’s results of operations and financial condition may be adversely affected by these and other industry-wide pricing pressures. If its products,
services and pricing are not sufficiently competitive with current and future competitors, it could also lose market share, adversely affecting its revenue, gross margins and cash
flow.
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An inability to provide competitive financing arrangements to Kodak’s customers or extension of credit to customers whose creditworthiness deteriorates could adversely
impact its revenue, profitability and financial position.


The competitive environment in which Kodak operates may require it to facilitate or provide financing to its customers. Customer financing arrangements may cover all or a
portion of the purchase price for its products and services. It may also assist customers in obtaining financing from banks and other sources. Its success may be dependent, in
part, upon its ability to provide customer financing on competitive terms and on its customers’ creditworthiness. Tightening of credit in the global financial markets can
adversely affect the ability of Kodak’s customers to obtain financing for significant purchases, which may result in a decrease in, or cancellation of, orders for its products and
services. If Kodak is unable to provide competitive financing solutions to its customers or if it extends credit to customers whose creditworthiness deteriorates, its revenues,
profitability and financial position could be adversely impacted.


If Kodak cannot attract, retain and motivate key management and other key employees, its revenue and earnings could be harmed.


In order for it to be successful, Kodak must continue to attract, retain and motivate executives and other key employees, including technical, managerial, marketing, sales,
research and support positions. Hiring and retaining qualified executives, research and engineering professionals, and qualified sales representatives, particularly in Kodak’s
targeted growth markets, are critical to its future. It may be unable to attract and retain highly qualified management and employees, particularly if it does not offer employment
terms competitive with the rest of the market. Failure to attract and retain qualified individuals, key leaders, executives and employees, or failure to develop and implement a
viable succession plan, could result in inadequate depth of institutional knowledge or skill sets, which could adversely affect its business.


If Kodak cannot effectively anticipate technology trends and develop and market new products to respond to changing customer preferences, its revenue, earnings and cash
flow could be adversely affected.


Kodak serves imaging needs for business markets, including packaging, graphic communications, enterprise services, and printed electronics. Its success in these markets
depends on its ability to offer differentiated solutions and technologies to capture market share and grow scale. To enable this, it must continually develop and introduce new
products and services in a timely manner to keep pace with technological developments and achieve customer acceptance. In addition, the services and products it provides to
customers may not or may no longer meet the needs of its customers as the business models of its customers evolve. Its customers may decide to outsource their imaging needs
or may purchase imaging services and needs from other suppliers. In addition, it is difficult to predict successfully the products and services its customers will demand. The
success of Kodak’s business depends in part on its ability to identify and respond promptly to changes in customer preferences, expectations and needs. If it does not timely
assess and respond to changing customer expectations, preferences and needs, its financial condition, results of operations or cash flows could be adversely affected.


If Kodak is unable to timely anticipate new technology trends, develop improvements to its current technology to address changing customer preferences, and effectively
communicate its businesses, products, and the markets it serves, its revenue, earnings and cash flow could be adversely affected. The success of Kodak’s technology
development efforts may be affected by the development efforts of its competitors, which may have more financial and other resources to better ascertain technology trends,
changing customer preferences, and changing business expectations or models. Kodak’s assessment and response may as a result be incomplete or inferior when compared to its
competitors, which could adversely affect its product roadmaps and associated revenue streams.


Kodak has reduced the scope of its corporate-focused research and development activities.  If its investment in research and product development is inadequate, its response to
changing customer needs and changing market dynamics may be too slow and this may adversely affect revenue streams from new products and services.
 
Kodak makes sizeable investments in new products and services that may not achieve expected returns.
 
Commercial success depends on many factors, including innovativeness, developer support, and effective distribution and marketing. If customers do not perceive Kodak’s latest
offerings as providing significant new functionality or other value, they may reduce their purchases of new products or upgrades, unfavorably affecting revenue. Kodak may not
achieve significant revenue from new product, service, and distribution channel investments for several years, if at all. New products and services may not be profitable, and
even if they are profitable, operating margins for some new products and businesses may not be as high as the margins Kodak has experienced historically. Developing new
technologies is complex. It can require long development and testing periods. Significant delays in new releases or significant problems in creating new products or services
could adversely affect Kodak’s revenue.
 
Kodak relies on third-party suppliers and service providers to support its manufacturing, logistics, and business operations and faces the risks associated with reliance on
external business partners.
 
Kodak relies on third-party suppliers for goods and services to support its manufacturing, logistics, and business operations.  To the extent it relies on third-parties, it faces the
risks that those third parties may not be able to:
 
 • develop manufacturing methods appropriate to Kodak’s products;
 • maintain an adequate control environment;
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 • quickly respond to changes in customer demand for Kodak’s products;
 • obtain supplies and materials necessary for the manufacturing process; or
 • mitigate the impact of labor shortages and/or other disruptions.


Further, even if Kodak honors its payment and other obligations to its key suppliers of products, components and services, such suppliers may choose to unilaterally withhold
products, components or services, or demand changes in payment terms. In addition, it may experience shortages in supply and disruptions in service as a result of unexpected
demand, transportation and logistical limitations, and/or disruptions or production difficulties at its suppliers, such as disruptions due to fires, other natural disasters or events
outside of a supplier’s control. In addition, disruptions could result from a reduction in the number of its suppliers due to their own financial difficulties or a reduction in the
products offered by such suppliers. As a result of the loss of any supplier, or a substantial decrease in the availability of products from its suppliers, Kodak may be unable to
meet its customer commitments, its costs could be higher than planned, and its cash flows and the reliability of its products could be negatively impacted. Kodak will vigorously
enforce its contractual rights under such circumstances, but there is no guarantee it will be successful in preventing or mitigating the effects of unilateral actions by its suppliers.
Other supplier problems that Kodak could encounter include electronic component shortages, excess supply, risks related to the duration and termination of its contracts with
suppliers for components and materials and risks related to the ability to obtain products, components or services from single source suppliers on favorable terms or at all. The
realization of any of these risks, should alternative third-party relationships not be established, could cause interruptions in supply or increases in costs which might result in
Kodak’s inability to meet customer demand for its products, damage to its relationships with its customers, and reduced market share, all of which could adversely affect its
results of operations and financial condition.


Business disruptions could seriously harm Kodak’s future revenue and financial condition and increase its costs and expenses.


Worldwide operations could be subject to earthquakes, power shortages, telecommunications failures, cyber-attacks, terrorism and other physical security threats, water
shortages, tsunamis, floods, hurricanes, typhoons, fires, extreme weather conditions, medical epidemics, political or economic instability, and other natural or manmade disasters
or business interruptions, for which Kodak is predominantly self-insured. The occurrence of any of these business disruptions could seriously harm its revenue and financial
condition and increase its costs and expenses. In addition, some areas, including parts of the east and west coasts of the United States, have previously experienced, and may
experience in the future, major power shortages and blackouts. These blackouts could cause disruptions to its operations or the operations of its suppliers, distributors and
resellers, or customers. It has operations including research and development facilities in geographically disparate locations, such as Israel, Japan, China, Canada and Germany.
The impact of these risks is greater in areas where products are manufactured at a sole or limited number of location(s), and where the sourcing of materials is limited to a sole
or limited base of suppliers, since any material interruption in operations in such locations or suppliers could impact Kodak’s ability to provide a particular product or service for
a period of time.


Cyber-attacks or disruptions to our information technology (IT) environment could impact revenue, operations, cost, and competitiveness.


To effectively manage our global business, we depend on secure and reliable information technology systems with accurate data. These systems and their underlying
infrastructure are provided by a combination of Kodak and third-parties, and if unavailable or unreliable, could disrupt our operations, causing delays or cancellation of customer
orders, impeding the manufacturing or delivery of products, delaying the reporting of financial results, or impacting other business processes critical to running our business.


Our IT systems contain critical information about our business, including intellectual property and confidential information of our customers, business partners, and employees. 
Cyber-attacks or defects in our systems could result in this proprietary information being disclosed or modified, which could cause significant damage to our business or our
reputation.  We have system controls and security measures in place that are designed to protect our IT systems against intentional or unintentional disruptions of our operations
or disclosure of confidential information, but we may not be able to implement solutions that result in stopping or detecting all of these threats to our internal information
systems or those of our third-party providers.  A breach of our security measures could result in unauthorized access to and misuse of our information, corruption of data, or
disruption of operations, any of which could have a material adverse impact on our business. 


We also provide IT-based products and services to our customers, both businesses and consumers, and a breach of our security or reliability measures, or those of our third-party
service providers, could negatively impact our customers’ operations or data privacy.


Improper disclosure of personal data could result in liability and harm Kodak’s reputation.


Kodak receives, processes, transmits and stores information relating to identifiable individuals (personal information), both in its role as a technology provider and as an
employer. As a result, Kodak is subject to numerous U.S. federal and state and foreign laws and regulations relating to personal information. These laws have been subject to
frequent changes, and new legislation in this area may be enacted at any time. In Europe, the General Data Protection Regulation (GDPR) will become effective on May
25, 2018 for all European Union (EU) member states. The GDPR will include operational requirements for companies receiving or processing personal data of EU residents that
are partially different from those currently in place, and will include significant penalties for non-compliance. This change, as well as any other change to existing laws, the
introduction of new laws in this area, or the failure to comply with existing laws that are applicable, may subject Kodak to, among other things, additional costs or changes to its
business practices, liability for monetary damages, fines and/or criminal prosecution, unfavorable publicity, restrictions on its ability to obtain and process information and
allegations by its customers and clients that it has not performed its contractual obligations. At the same time, the risk of cyber-attacks is relevant to the requirements regarding
storage, transfer, sharing and handling of personal information.  This environment demands Kodak continuously improve its design and coordination of security controls and
contractual arrangements across its businesses and
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geographies.  Despite these efforts, it is possible its security controls over personal data, its training of employees and vendors on data privacy and data security, and other
practices it follows may not prevent the improper disclosure of personal information.  Improper disclosure of this information could harm its reputation or subject it to liability
under laws which protect personal data, resulting in increased costs or loss of revenue.


If Kodak cannot protect the intellectual property rights on which its business depends, or if third parties assert it violates their intellectual property rights, its revenue,
earnings, expenses and liquidity may be adversely impacted.


A key differentiator for Kodak in many of its businesses is its technological advantage over competitors’ products and solutions. Its technological advantage is supported by
Kodak’s intellectual property rights. Patent, copyright, trademark and trade secret laws in the United States and similar laws in other countries, and non-disclosure,
confidentiality and other types of agreements with Kodak’s employees, customers, suppliers and other parties, may not be effective in establishing, maintaining, protecting and
enforcing Kodak’s intellectual property rights. Any of Kodak’s direct or indirect intellectual property rights could be challenged, invalidated, circumvented, infringed, diluted,
disclosed or misappropriated, or such intellectual property rights may not be sufficient to permit it to take advantage of current market trends or otherwise to provide competitive
advantages, which could result in costly product redesign efforts, discontinuance of certain product offerings or other competitive harm. Further, the laws of certain countries do
not protect proprietary rights to the same degree as the laws of the United States. Therefore, in certain jurisdictions, Kodak may be unable to protect its proprietary technology
adequately against unauthorized third party copying, infringement or use, which could adversely affect its competitive position.  Also, much of Kodak’s business and many of its
products rely on key technologies developed or licensed by third parties and, because of the rapid pace of technological change in the information technology industry, it may
not be able to obtain or continue to obtain licenses and technologies from relevant third parties on reasonable terms, or at all.


Kodak also licenses third parties to use its trademarks. In an effort to preserve its trademark rights, Kodak enters into license agreements with these third parties which govern
the use of its trademarks and require its licensees to abide by quality control standards with respect to the goods and services they provide under the trademarks. Although
Kodak makes efforts to police the use of its trademarks by its licensees, there can be no assurance these efforts will be sufficient to ensure the licensees abide by the terms of
their licenses. In the event Kodak’s licensees fail to do so, its trademark rights could be diluted and its reputation harmed by its licensees’ activities.  Also, failure by Kodak and
its licensees to sufficiently exploit any of Kodak’s trademarks in any markets could erode Kodak’s trademark rights with respect to the relevant trademarks. Because the laws
and enforcement regimes of certain countries do not protect proprietary rights to the same degree as those in the United States, in certain jurisdictions Kodak may be unable to
adequately prevent such unauthorized uses, which could result in impairment of its trademark rights.


Kodak has made substantial investments in new, proprietary technologies and has filed patent applications and obtained patents to protect its intellectual property rights in these
technologies as well as the interests of its licensees. There can be no assurance Kodak’s patent applications will be approved, any patents issued will be of sufficient scope or
strength to provide it with meaningful protection, or such patents will not be challenged by third parties. Furthermore, Kodak may fail to accurately predict all of the countries
where patent protection will ultimately be desirable, and if it fails to timely file a patent application in any such country, it may be precluded from doing so at a later date. The
patents issuing may vary in scope of coverage depending on the country in which such patents issue.


In addition, the intellectual property rights of others could inhibit Kodak’s ability to conduct its business. Other companies may hold patents on technologies used in Kodak’s
industries and some of these companies are aggressively seeking to expand, enforce or license their patent portfolios.  Third parties may claim Kodak and its customers,
licensees or other parties indemnified by it are infringing upon their intellectual property rights. Such claims may be made by competitors seeking to block or limit Kodak’s
access to certain markets. Additionally, in recent years, individuals and groups have begun purchasing intellectual property assets for the sole purpose of making claims of
infringement and attempting to extract settlements from large companies like Kodak. Even if it believes the claims are without merit, these claims may have the following
negative impacts on its business:


 
 • claims can be time consuming and costly to defend and may distract management’s attention and resources;
 • claims of intellectual property infringement may require it to redesign affected products, enter into costly settlement or license


agreements or pay costly damage awards, or face a temporary or permanent injunction prohibiting it from marketing or selling
certain of its products;


 • even if it has an agreement with a third party to indemnify it against such costs, the indemnifying party may be unable to uphold
such party’s contractual obligations; and


 • if it cannot or does not license the infringed technology at all, license the technology on reasonable terms or substitute similar
technology from another source, its revenue and earnings could be adversely impacted.


Finally, Kodak uses open source software in connection with its products and services. Companies which incorporate open source software into their products have, from time to
time, faced claims challenging the ownership of open source software and/or compliance with open source license terms. As a result, Kodak could be subject to suits by parties
claiming ownership of what it believes to be open source software or noncompliance with open source licensing terms. Some open source software licenses require users who
distribute open source software as part of their software to publicly disclose all or part of the source code to such software and/or make available any derivative works of the
open source code on unfavorable terms or at no cost.  Any requirement to disclose Kodak’s source code or pay damages for breach of contract could be harmful to its business
results of operations and financial condition.
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Kodak’s future pension and other postretirement benefit plan costs and required level of contributions could be unfavorably impacted by changes in actuarial assumptions,
market performance of plan assets and obligations imposed by legislation or pension authorities which could adversely affect its financial position, results of operations,
and cash flow.


Kodak has significant defined benefit pension and other postretirement benefit obligations. The funded status of its U.S. and non U.S. defined benefit pension plans (and other
postretirement benefit plans), and the related cost reflected in its financial statements, are affected by various factors subject to an inherent degree of uncertainty. Key
assumptions used to value these benefit obligations, funded status and expense recognition include the discount rate for future payment obligations, the long term expected rate
of return on plan assets, salary growth, healthcare cost trend rates, mortality trends, and other economic and demographic factors. Significant differences in actual experience, or
significant changes in future assumptions or obligations imposed by legislation or pension authorities, could lead to a potential future need to contribute cash or assets to
Kodak’s plans in excess of currently estimated contributions and benefit payments and could have an adverse effect on Kodak’s consolidated results of operations, financial
position or liquidity.


In past years, Kodak has experienced increases in the costs of these defined benefit pension and postretirement benefit obligations as a result of macro-economic factors beyond
its control, including increases in health care costs, declines in investment returns on pension plan assets, and changes in discount rates and mortality rates used to calculate
pension and related liabilities. At least some of these macro-economic factors may again put pressure on the cost of providing pension and medical benefits. There can be no
assurance it will succeed in limiting cost increases. In addition, continued upward pressure, including any as a result of new legislation, could reduce the profitability of its
businesses.


Kodak may be required to recognize impairments in the value of its goodwill and/or other long-lived assets which could adversely affect its results of operations.


Upon emergence from bankruptcy, Kodak applied fresh start accounting pursuant to which the reorganization value was allocated to the individual assets and liabilities based on
their estimated fair values. The excess reorganization value over the fair value of identified tangible and intangible assets is reported as goodwill. In connection with fresh start,
Kodak also fair valued its other long-lived assets, including intangible assets. The determination of reorganization value, equity value of the Company’s common stock and fair
value of assets and liabilities is dependent on various estimates and assumptions, including financial projections and the realization of certain events. Kodak tests goodwill and
indefinite lived intangible assets for impairment annually or whenever events occur or circumstances change that would more likely than not reduce the fair value of a reporting
unit below its carrying amount. Kodak evaluates other long-lived assets for impairments whenever events or changes in circumstances indicate the carrying value may not be
recoverable. Impairments could occur in the future if Kodak’s expected future cash flows decline, market or interest rate environments deteriorate, or if carrying values change
materially compared with changes in their respective fair values.


Kodak’s businesses experience seasonality of sales. Therefore, lower demand for Kodak’s products or increases in costs during periods which are expected to be at peak in
seasonality may have a pronounced negative effect on its results of operations.


Equipment and consumables sales generally exhibit higher levels in the fourth quarter due to the seasonal nature of placements, resulting from customer or industry budgeting
practices. As a result, a sequential quarter-to-quarter comparison is not a good indication of Kodak’s performance or how it will perform in the future. In addition, adverse
developments during what are expected to be peak periods in seasonality, such as lower-than-anticipated demand for its products, an internal systems failure, increases in
materials costs, or failure of or performance problems with one of its key logistics, components supply, or manufacturing partners, could have a material adverse impact on its
financial condition and operating results. Tight credit markets which limit capital investments or a weak economy which decreases print demand could negatively impact
equipment or consumable sales. These external developments are often unpredictable and may have an adverse impact on its business and results of operations.  


If Kodak fails to manage distribution of its products and services properly, its revenue, gross margins and earnings could be adversely impacted.


Kodak uses a variety of different distribution methods to sell and deliver its products and services, including third-party resellers and distributors and direct and indirect sales to
both enterprise accounts and customers. Successfully managing the interaction of direct and indirect channels with various potential customer segments for its products and
services is a complex process. Moreover, since each distribution method has distinct risks and costs, Kodak’s failure to achieve the most advantageous balance in the delivery
model for its products and services could adversely affect its revenue, gross margins and earnings. This has concentrated Kodak’s credit and operational risk and could result in
an adverse impact on its financial performance.


Kodak’s future results could be harmed if it is unsuccessful in its sales in emerging markets.


Because Kodak is seeking to expand its sales and number of customer relationships outside the United States, including in emerging markets in Asia, Latin America and Eastern
Europe, Kodak’s business is subject to risks associated with doing business internationally, such as:


 
 • support of multiple languages;
 • recruitment of sales and technical support personnel with the skills to design, manufacture, sell and supply products;
 • compliance with governmental regulation of imports and exports, including obtaining required import or export approval for its


products;
 • complexity of managing international operations;
 • exposure to foreign currency exchange rate fluctuations;
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 • commercial laws and business practices which may favor local competition;
 • multiple, potentially conflicting, and changing governmental laws, regulations and practices, including differing export, import,


tax, anti-corruption, anti-dumping, economic sanction, labor, and employment laws;
 • difficulties in collecting accounts receivable;
 • limitations or restrictions on the repatriation of cash;
 • limitations or reductions in protection of intellectual property rights;
 • complications in logistics and distribution arrangements; and
 • political or economic instability.


There can be no assurance Kodak will be able to market and sell its products in all of its targeted markets. If its efforts are not successful, its business growth and results of
operations could be harmed. As a global company, Kodak is subject to regulatory requirements and laws in the jurisdictions in which it operates, and any alleged non-
compliance with these requirements or laws could result in an adverse financial or reputational impact.


Kodak is subject to environmental laws and regulations and failure to comply with such laws and regulations or liabilities imposed as a result of such laws and regulations
could have an adverse effect on its business, results of operations and financial condition.


Kodak is subject to environmental laws and regulations world-wide that govern, for example, the discharge of pollutants, the management of hazardous materials, the cleanup of
contaminated sites, and the composition and end-of-life management of its products.  Non-compliance with applicable laws or liability incurred without regard to fault could
have a material adverse effect on its business, results of operations and financial condition. The cost of complying with such laws could have a material adverse effect on its
business, results of operations and financial condition.


In addition, the Company, the New York State Department of Environmental Conservation and the New York Empire State Development Corporation have entered into a
settlement agreement concerning certain of the Company’s historical environmental liabilities at Eastman Business Park or from discharges to the Genesee River through the
establishment of a $49 million environmental remediation trust. Should historical liabilities exceed $49 million, New York State is responsible for payments of cost up to an
additional $50 million. In the event the historical liabilities exceed $99 million, the Company will become liable for 50% of the portion above $99 million, which could have a
material adverse effect on its financial condition. The settlement agreement was implemented on May 20, 2014. The settlement agreement includes a covenant not to sue from
the U.S. Environmental Protection Agency. Any uncertainties related to the Company’s environmental obligations may impact its ability to further develop and transform
Eastman Business Park.


Kodak may have additional tax liabilities.


Kodak is subject to income taxes in the U.S. and in many foreign jurisdictions. Significant judgment is required in determining Kodak’s worldwide provision for income
taxes.  In the course of its business, there are transactions and calculations where the ultimate tax determination is uncertain. For example, compliance with the Tax Cuts and
Jobs Act (“2017 Tax Act”) may require the collection of information not regularly produced within Kodak, the use of provisional estimates in its financial statements, and the
exercise of significant judgment in accounting for its provisions. Many aspects of the 2017 Tax Act are unclear and may not be clarified for some time.  As regulations and
guidance evolve with respect to the 2017 Tax Act, and as Kodak gathers more information and performs more analysis, Kodak’s results may differ from previous estimates and
may materially affect our financial position.
 
Kodak operates within multiple taxing jurisdictions worldwide and is subject to audit in these jurisdictions.  These audits can involve complex issues, which may require an
extended period of time for resolution.  Management’s ongoing assessments of the outcomes of these issues and related tax positions require judgment, and although
management believes that adequate provisions have been made for such issues, there is the possibility that the ultimate resolution of such issues could have an adverse effect on
the earnings and cash flow of Kodak.


Kodak’s business, financial position, results of operations, cash flows and reputation may be negatively impacted by legal matters.


Kodak has various contingencies which are not reflected on its balance sheet, including those arising as a result of being involved from time to time in a variety of claims,
lawsuits, investigations, remediations and proceedings concerning:  commercial, tax, tort, customs, employment, health and safety and intellectual property matters, licensee
activities, and compliance with various domestic and international laws and regulations.  Should developments in any of these matters cause a change in its determination as to
an unfavorable outcome and result in the need to recognize a material accrual, or should any of these matters result in a final adverse judgment or be settled for significant
amounts, they could have a material adverse effect on its business, financial position, results of operations, and cash flows.
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Regulations related to “conflict minerals” may require Kodak to incur additional expenses and could limit the supply and increase the cost of certain metals used in
manufacturing Kodak’s products.


The Dodd-Frank Wall Street Reform and Consumer Protection Act contains provisions to improve transparency and accountability concerning the supply of minerals originating
from the conflict zones of the Democratic Republic of Congo (DRC) and adjoining countries. As a result, in August 2012, the SEC adopted rules requiring disclosure related to
sourcing of specified minerals, known as “conflict minerals,” which are necessary to the functionality or production of products manufactured or contracted to be manufactured
by public companies. Kodak has designed its overall conflict minerals policies and procedures to be consistent with the guidance issued by the Organization for Economic Co-
operation and Development (OECD), and continues to perform due diligence on its supply chain.  Kodak filed its most recent Conflict Minerals Disclosure report for the
reporting period from January 1, 2016 to December 31, 2016 on May 31, 2017.  As of the date of the report, Kodak determined certain of its products contain such specified
minerals, but was unable to determine whether or not such minerals originate from the DRC or an adjoining country.  Kodak may incur additional costs to comply with these
disclosure requirements, including costs related to determining the sources of the specified minerals used in its products, in addition to the cost of any changes to products,
processes, or sources of supply as a consequence of such verification activities, which may adversely affect its business. In addition, the number of suppliers who provide
“conflict-free” minerals may be limited, which may make it difficult to satisfy customers who require all of the components of its products be certified as conflict-free, which
could place it at a competitive disadvantage if it is unable to do so. Because Kodak’s supply chain is complex, it may also not be able to sufficiently verify the origins of the
relevant minerals used in its products through its due diligence procedures, which may harm its reputation.


Risks Related to the Company’s Indebtedness and Access to Capital Markets


There can be no assurance the Company will be able to comply with the terms of its various credit facilities.


A breach of any of the financial or other covenants contained in the Senior Secured First Lien Term Credit Agreement (the “First Lien Term Credit Agreement”) or the Asset
Based Revolving Credit Agreement (the “ABL Credit Agreement” and, together with the First Lien Term Credit Agreement, the “Credit Agreements”) could result in an event
of default under these facilities. If any event of default occurs and the Company is not able to either cure it or obtain a waiver from the requisite lenders under each of these
facilities, the administrative agent of each credit facility may, and at the request of the requisite lenders for that facility must, declare all of the Company’s outstanding
obligations under the applicable credit facility, together with accrued interest and fees, to be immediately due and payable and the agent under the ABL Credit Agreement may,
and at the request of the requisite lenders must, terminate the lenders’ commitments under that facility and cease making further loans, and if applicable, each respective agent
could institute foreclosure proceedings against the pledged assets. Any of these outcomes could adversely affect the Company’s operations and its ability to satisfy its
obligations as they come due.


The combination of covenant requirements in the First Lien Term Credit Agreement and Kodak’s on-going investment in growth businesses, and continuing softness and
volatility of global economic conditions and foreign currency exchange rates, could make it difficult for the Company to satisfy the leverage covenants under the First Lien
Term Credit Agreement on an on-going basis.


The Company is obligated to comply with a number of financial and other covenants contained in the Credit Agreements.  Kodak intends to conduct its operations in a manner
which will result in continued compliance with the secured leverage ratio covenants under the First Lien Term Credit Agreement; however, compliance for future quarters may
depend on Kodak undertaking one or more non-operational transactions, such as a monetization of assets, a debt refinancing, the raising of equity capital, or a similar
transaction. If the Company is unable to remain in compliance and does not make alternate arrangements with its term lenders, an event of default would occur under the Credit
Agreements which, among other remedies, would entitle the lenders or their agents to declare the outstanding obligations under the Credit Agreements to be immediately due
and payable.


The availability of borrowings and letters of credit under the ABL Credit Agreement is limited by the amount of various types of assets and, under certain circumstances, the
administrative agent under the ABL Credit Agreement will have greater control over Kodak’s cash.


Availability under the Company’s ABL Credit Agreement is based on the amount of Eligible Receivables, Eligible Inventory, Eligible Machinery and Equipment and Eligible
Cash less specified reserves as described in Note 8, “Debt and Capital Leases” to the consolidated financial statements.  Kodak’s U.S. Accounts Receivable and Inventory levels
have declined over the past four years, and Machinery and Equipment for purposes of the ABL Credit Agreement amortizes down by $1 million per quarter.  If Eligible
Receivables, Eligible Inventory and Eligible Machinery and Equipment continue to decline and an asset base cannot be maintained to support the $96 million of outstanding
letters of credit and the $19 million of Excess Availability required under the ABL Credit Agreement, the Company would be required to increase restricted cash deposited in the
Eligible Cash account or remain in compliance with the ABL Credit Agreement’s Fixed Charge Coverage Ratio and operate under cash dominion by the administrative agent
under the ABL Credit Agreement.  Additional cash deposited in the Eligible Cash account would be classified as restricted cash, would not be available to support ongoing
working capital and investment needs and could not be used in determining the Net Secured Leverage Ratio under the First Lien Term Credit Agreement.  If the administrative
agent under the ABL Credit Agreement executed cash dominion, it would increase operational complexities for the Company.  An event of default would occur under these
circumstances if neither of these alternatives were achieved.


The Company’s substantial monetary obligations require a portion of its cash flow be used to pay interest, dividends and fund other obligations rather than be invested in
the business and could adversely affect its ability to fund its operations.
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The Company’s indebtedness under the Credit Agreements and its other obligations including the potential mandatory redemption of the Series A Preferred Stock could have
important negative consequences to the Company and investors in its securities. These include the following:


 
 • it may not be able to satisfy all of its obligations, including, but not limited to, its obligations under the Credit


Agreements, which may cause a cross-default or cross-acceleration on other debt it may have incurred;
 • it could have difficulties obtaining necessary financing in the future for working capital, capital expenditures, debt service


requirements, mandatory redemption of the Series A Preferred Stock, refinancing or other purposes;
 • it will have to use a significant part of its cash flow or cash balances to make payments on its debt or Series A Preferred


Stock and to satisfy the other obligations set forth above, which may reduce the capital available for operations and
expansion; and


 • adverse economic or industry conditions may have more of a negative impact on it.


The Company cannot be sure cash generated from its business will be as high as it expects or its expenses will not be higher than it expects. Because a portion of its expenses are
fixed in any given year, its operating cash flow margins are highly dependent on revenues, which are largely driven by customer demand. A lower amount of cash generated
from its business or higher expenses than expected, when coupled with its debt obligations, could adversely affect its ability to fund its operations.


Kodak’s access to the capital markets may be limited.


Because of Kodak’s current non-investment grade credit ratings, and/or general conditions in the financial and credit markets, its access to the capital markets may be limited.
Moreover, the urgency of a capital-raising transaction may require it to pursue additional capital at an inopportune time or unattractive cost. The maturity date of the loans under
the First Lien Term Credit Agreement is September 3, 2019, and such loans must be refinanced, repaid or extended by such date.  Kodak’s ability to obtain capital and the costs
of such capital are dependent on numerous factors, including:


 
 • covenants in the Credit Agreements;
 • obtaining a consent from the holders of Series A Preferred Stock for the issuance of additional preferred shares which rank


senior or pari passu to the Series A Preferred Stock;
 • investor confidence in Kodak and the markets in which it operates;
 • its financial performance and the financial performance of its subsidiaries;
 • its levels of debt and redemption obligations, including the mandatory redemption of the Series A Preferred Stock on


November 15, 2021;
 • its ability to generate positive cash flow;
 • its requirements for posting collateral under various commercial agreements;
 • its credit ratings;
 • its cash flow;
 • its long-term business prospects; and
 • general economic and capital market conditions.


Kodak may not be successful in obtaining additional capital for these or other reasons. An inability to access capital may limit its ability to meet its operating needs and, as a
result, may have a material adverse effect on its financial condition, results of operations and cash flows.


The current non-investment grade status may adversely impact Kodak’s commercial operations, increase its liquidity requirements and increase the cost of refinancing
opportunities. It may not have adequate liquidity to post required amounts of additional collateral.


The Company’s corporate family credit rating is currently below investment grade and there are no assurances its credit ratings will improve, or they will not decline, in the
future. Its credit ratings may affect the evaluation of its creditworthiness by trading counterparties and lenders, which could put it at a disadvantage to competitors with higher or
investment grade ratings.


In carrying out its commercial business strategy, the current non-investment grade credit ratings have resulted and will likely continue to result in requirements that Kodak either
prepay obligations or post significant amounts of collateral to support its business. Additionally, the current non-investment grade credit ratings may limit its ability to obtain
additional sources of liquidity, refinance its debt obligations, including any mandatory redemption of its Series A Preferred Stock, or access the capital markets at the lower
borrowing costs which would presumably be available to competitors with higher or investment grade ratings. Should its ratings continue at their current levels, or should its
ratings be further downgraded, it would expect these negative effects to continue and, in the case of a downgrade, become more pronounced.  In particular, if the Company’s
credit ratings were to decline it would be required to provide up to $19 million of letters of credit to the issuers of certain surety bonds to fully collateralize such bonds.
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Risks Related to the Company’s Common Stock


The conversion of the Company’s Series A Preferred Stock into shares of the Company’s common stock may dilute the value for the current holders of the Company’s
common stock.


The 2,000,000 outstanding shares of the Company’s Series A Preferred Stock are convertible into shares of the Company’s common stock at a conversion rate of 5.7471 shares
of common stock per share of Series A Preferred Stock. As a result of the conversion of any issued and outstanding Series A Preferred Stock, the Company’s existing
shareholders will own a smaller percentage of its outstanding common stock. Based on the capitalization of the Company as of March 1, 2018, the conversion of all shares of the
Series A Preferred Stock would result in the issuance to holders thereof of approximately 21% of the outstanding common stock after giving effect to such conversion. Further,
additional shares of common stock may be issuable pursuant to certain other features of the Series A Preferred Stock, with such issuances being further dilutive to existing
holders of common stock.


If Series A Preferred Stock is converted into common stock, holders of such converted common stock will be entitled to the same dividend and distribution rights as holders of
the common stock currently authorized and outstanding. As such, another dilutive effect resulting from the conversion of any issued and outstanding shares of Series A Preferred
Stock will be a dilution to dividends and distributions.


Holders of the Company’s common stock will not realize any dilution in their ownership, dividend or distribution rights solely as a result of the reservation of any shares of
common stock for issuance upon conversion of the Series A Preferred Stock or for issuance of additional shares of common stock pursuant to certain other features of the Series
A Preferred Stock, but will experience such dilution to the extent additional shares of common stock are issued in the future as described above.


The holders of the Company’s Series A Preferred Stock own a large portion of the voting power of the Company’s outstanding securities and have the right to nominate two
members to the Company’s Board. As a result, these holders may influence the composition of the Board and future actions taken by the Board.


The holders of the Company’s Series A Preferred Stock are entitled to vote upon all matters upon which holders of the Company’s common stock have the right to vote and are
entitled to the number of votes equal to the number of full shares of common stock into which such shares of Series A Preferred Stock could be converted at the then applicable
conversion rate. These holders currently hold approximately 30% of the voting power of the Company on an as-converted basis. As a result, these holders may have the ability
to influence future actions by the Company requiring shareholder approval.  The Company and these holders are parties to a Shareholder Agreement that contains certain
restrictions on disposition or acquisition of Company securities and other actions by these holders, some of which restrictions will expire on April 17, 2020.


Further, for as long as they hold any shares of Series A Preferred Stock, the current holders of the Series A Preferred Stock are entitled to nominate for election (collectively and
not individually) at the Company’s annual meeting of shareholders a number of directors to the board of directors of the Company (the “Board”) commensurate with their
ownership percentage of common stock on an as-converted basis. Two of the Company’s current Board members were nominated by these current holders, who also have the
right to fill vacancies on the Board created by one of their nominees ceasing to serve on the Board. The nomination and other rights regarding the Board granted to the current
holders of Series A Preferred Stock are not transferrable to any other person. Also, whenever dividends on the Series A Preferred Stock are in arrears for six or more dividend
periods, the holders of Series A Preferred Stock (voting with holders of all other classes of preferred stock of the Company whose voting rights are then exercisable) are entitled
to vote for the election of two additional directors at the Company’s next annual meeting and all subsequent meetings until all accumulated dividends on such Series A Preferred
Stock and other voting preferred stock have been paid or set aside (during which time the number of directors the current holders of Series A Preferred Stock are entitled to
nominate under the Purchase Agreement will be reduced by two). As a result, the presence of directors on the Board nominated by the current holders of Series A Preferred
Stock or elected by the holders of Series A Preferred Stock would enable such current holders or the holders of Series A Preferred Stock to influence the composition of the
Board and, in turn, potentially influence and impact future actions taken by the Board.


The Company has registered the resale of a large portion of its outstanding securities.  The resale of the Company’s common stock, or the perception that such resale may
occur, may adversely affect the price of its common stock.


In compliance with two Registration Rights Agreements to which the Company is a party, it has registered the resale of an aggregate of 20,723,050 shares of outstanding
common stock, 2,000,000 shares of outstanding Series A Preferred Stock, 11,494,200 shares of common stock, subject to anti-dilution adjustments, issuable upon the conversion
of outstanding Series A Preferred Stock, and 863,804 shares of common stock issuable upon the exercise of outstanding warrants.  The resale of a substantial number of shares
of common stock in the public market, or the perception that such resale might occur, could cause the market price of the Company’s common stock to decline. Under the terms
of the Registration Rights Agreements to which the Company is subject, the counterparties to such Registration Rights Agreements can, in certain circumstances, require the
Company to participate in an underwritten public offering of the registered securities. Any shares sold in a registered resale will be freely tradable without restriction under the
Securities Act. While the Company cannot predict the size of future resales or distributions of its common stock, if there is a perception that such resales or distributions could
occur, or if the holders of the Company’s securities registered for resale sell a large number of the registered securities, the market price for the Company’s common stock could
be adversely affected.


The resale of a significant portion of the Company’s securities registered for resale could result in a change of control of the Company and the loss of favorable tax
attributes.
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The Company has registered the resale of securities representing approximately 60% of its outstanding shares of common stock assuming the issuance of all common stock
issuable upon the conversion of the Series A Preferred Stock or the exercise of the warrants corresponding to shares of common stock registered for resale.  Although the holders
of the subject securities consist of several unaffiliated groups, these holders collectively have a controlling influence over all matters presented to the Company’s shareholders
for approval, including election of members to the Board and change of control transactions. In addition, the holders of subject securities collectively would be able to cause a
change of control of the Company by selling a sufficient portion of the Company’s securities held by them. If such a transaction, in combination with other transactions
including the issuance of the Series A Preferred Stock, were to result in an “ownership change” as determined under Section 382 of the Internal Revenue Code of 1986, as
amended, then the Company’s ability to offset taxable income with tax attributes generated prior to the ownership change date could be limited, possibly substantially.  For more
information on the Company’s tax attributes refer to Note 14, “Income Taxes”.  The interests of the holders of the securities registered for resale may not always coincide with
the interests of the other holders of our common stock.


The market price of the Company’s common stock may be volatile and such volatility may be affected by the volatility of blockchain and cryptocurrency markets.


The trading price of the Company’s common stock may be highly volatile and could be subject to wide fluctuations in response to various factors, including the risk factors
described above and other factors which are beyond Kodak’s control.  The trading price of the Company’s common stock has been dramatically affected by the announcement of
the license granted by Kodak to WENN Digital, Inc. (“WENN”) to use Kodak’s brand in connection with WENN’s KODAKOne blockchain-based image rights management
platform and Kodak-branded cryptocurrency.  Kodak may, in the future, have other involvement relating to blockchain technology or cryptocurrency, either directly or as a
licensor.  Kodak cannot predict whether, or the extent to which, the trading price of the Company’s common stock will continue to be affected by blockchain or cryptocurrency
markets and any volatility in such markets.


ITEM 1B. UNRESOLVED STAFF COMMENTS


None.


ITEM 2. PROPERTIES
 
Kodak's worldwide headquarters is located in Rochester, New York.
 
Kodak owns 14 million square feet and leased, as lessee, 3 million square feet of administrative, research and development, manufacturing and marketing facilities in various
parts of the world and leased, as lessor, 3 million square feet of owned property to third parties.  The leases are for various periods and are generally renewable.


The location of Kodak’s manufacturing facilities, by segment, are listed below.  Properties in a location may be shared by all segments operating in that location.
 


Flexographic Packaging  Print Systems  Enterprise Inkjet Systems
Rochester, New York, USA  Rochester, New York, USA  Rochester, New York, USA


Weatherford, Oklahoma, USA  Columbus, Georgia, USA  Dayton, Ohio, USA
Yamanashi, Japan  Osterode, Germany  Shanghai, China
Shanghai, China  Gunma, Japan   


  Shanghai, China   
Consumer and Film  Xiamen, China  Software and Solutions


Rochester, New York, USA  Vancouver, Canada  Vancouver, Canada
Xiamen, China    (software development)


Advanced Materials and 3D Printing Technology
Rochester, New York, USA


Regional distribution centers are located in various places within and outside of the United States.  


Research and development is headquartered at the Kodak Research Laboratories which is part of the Eastman Business Park in Rochester, New York, where Kodak conducts
research and files patent applications with fundamental inventions.  Other U.S. research and development groups are located in Dayton Ohio, Oakdale, Minnesota; and
Columbus, Georgia.  Outside the U.S., research and development groups are located in Canada, Israel, Germany, Japan and China.  The research and development groups work
in close cooperation with manufacturing units and marketing organizations to develop new products and applications to serve both existing and new markets.
 
Kodak has excess capacity in some locations.  Kodak is pursuing monetizing its excess capacity by selling or leasing the associated properties.
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ITEM 3. LEGAL PROCEEDINGS


Kodak’s Brazilian operations are involved in various litigation matters and have received or been the subject of numerous governmental assessments related to indirect and other
taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and contract labor.  The tax matters, which comprise the majority of
the litigation matters, are primarily related to federal and state value-added taxes and income taxes.  Kodak’s Brazilian operations are disputing these matters and intend to
vigorously defend their position.  Kodak routinely assesses these matters as to the probability of ultimately incurring a liability in its Brazilian operations and records its best
estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.  As of December 31, 2017, Kodak maintained accruals of approximately $11
million for claims aggregating approximately $209 million inclusive of interest and penalties where appropriate.  In connection with assessments and litigation in Brazil, local
regulations may require Kodak to post security for a portion of the amounts in dispute.  Generally, any encumbrances of the Brazilian assets would be removed to the extent the
matter is resolved in Kodak’s favor.


Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs, employment, environmental,
tort and health and safety matters, which are being handled and defended in the ordinary course of business. Kodak is also subject, from time to time, to various assertions,
claims, proceedings and requests for indemnification concerning intellectual property, including patent infringement suits involving technologies that are incorporated in a broad
spectrum of Kodak’s products and claims arising out of Kodak’s licensing its brand. These matters are in various stages of investigation and litigation, and are being vigorously
defended. Based on information currently available, Kodak does not believe that it is probable that the outcomes in any of these matters, individually or collectively, will have a
material adverse effect on its financial condition or results of operations. Litigation is inherently unpredictable, and judgments could be rendered or settlements entered that
could adversely affect Kodak’s operating results or cash flows in a particular period.  Kodak routinely assesses all of its litigation and threatened litigation as to the probability of
ultimately incurring a liability, and records its best estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.


ITEM 4. MINE SAFETY DISCLOSURES


None.


EXECUTIVE OFFICERS OF THE REGISTRANT


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


     Year First Elected
     an  to
     Executive  Present


Name Age  Positions Held  Officer  Office
Jeffrey J. Clarke 56  Chief Executive Officer  2014  2014
David E. Bullwinkle 43  Chief Financial Officer and Senior Vice President  2016  2016
Brad W. Kruchten 58  Senior Vice President  2009  2015
Eric-Yves Mahe 55  Senior Vice President  2015  2015
John O'Grady 54  Senior Vice President  2016  2016
Steven Overman 49  Senior Vice President  2015  2015
Christopher J. Payne 53  Vice President  2017  2017
Eric H. Samuels 50  Chief Accounting Officer and Corporate Controller  2009  2009
Terry R. Taber 63  Senior Vice President  2009  2010
Sharon E. Underberg 56  General Counsel, Secretary, and Senior Vice President  2015  2015
Randy D. Vandagriff 55  Vice President  2017  2017
 
The executive officers' biographies follow:
 
Jeffrey J. Clarke


Jeff Clarke is the Chief Executive Officer and a member of the Board of Directors of Kodak.


Prior to joining Kodak in March 2014, Clarke was a Managing Partner of Augusta Columbia Capital, a private investment firm he co-founded in February 2012.  From February
2012 to April 2014, Clarke was the Chairman of Travelport, Inc., a private travel technology firm, where he served as CEO from 2006 to 2011, after leading its sale from
Cendant Corporation to the Blackstone Group for $4.3 billion in 2006.


Clarke was the Chief Operating Officer of CA, Inc. (now called CA Technologies), an enterprise software company, from 2004 to 2006.  At CA, he was responsible for sales,
services, distribution, corporate finance, mergers & acquisitions, information technology, corporate strategy and planning.
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From 2002 to 2003, Clarke was Executive Vice President of Global Operations at Hewlett Packard (“HP”).  In this role, he was responsible for HP's worldwide supply chain,
manufacturing, procurement and internet operations.  He also co-led HP's merger integration with Compaq Computer.  Prior to HP, Clarke was the Chief Financial Officer of
Compaq Computer, which he joined in 1998 following the merger of Compaq with Digital Equipment Corporation (“DEC”).  Clarke was with DEC from 1985 to 1998, serving
in management roles in international operations, finance and manufacturing.


In November 2017, Clarke joined the board of directors of Docker, a leading software company for building, securing and managing applications on a global container
platform.   He served on the board of directors of Autodesk, Inc., a 3D design, engineering and entertainment software company, from March 2016 through June 2017. Clarke
was a director of Red Hat, Inc., an enterprise software company, from November 2008 through July 2016.  He served as Chairman of Orbitz Worldwide, a global online travel
agency, after leading the company’s IPO in July 2007, until April 2014, and was also a director for the Compuware Corporation, an enterprise software company, from
November 2013 until December 2014.  Clarke served on the board of directors of Utstarcom, which designs and manufactures communications equipment, from 2005 to 2010.


Clarke earned an MBA from Northeastern University, where he serves as a Trustee.  He holds a B.A. degree in Economics from SUNY Geneseo.


David E. Bullwinkle


Dave Bullwinkle is the Chief Financial Officer and Senior Vice President of Kodak.  The Board of Directors elected Bullwinkle to this position effective July 2016.  He is
responsible for Kodak’s financial strategy and all functions within Kodak’s finance organization as well as purchasing, credit and collections, and internal audit.  Bullwinkle
reports to Chief Executive Officer Jeff Clarke.


Bullwinkle joined Kodak in 2004 and has worked in several financial management roles at the company including Worldwide BU Controller, Assistant Corporate Controller and
External Reporting Manager. He served as the Director of Corporate Financial Planning and Analysis and Vice President, Finance at Kodak from November 2010 to June 2016,
and Director of Investor Relations from August 2013 to June 2016.  


Prior to joining Kodak, Bullwinkle worked as the Manager of Financial Reporting at Birds Eye Foods, Inc. and previously at PricewaterhouseCoopers from 1996 to 2002 in
various roles including serving as an Assurance Manager.


Bullwinkle has an MBA from St. John Fisher College and Bachelor of Science in Accounting degree from SUNY Geneseo. Bullwinkle is also a Certified Public Accountant in
the State of New York.


Brad W. Kruchten


Effective January 1, 2015, Brad Kruchten is President of the Print Systems Division, which serves graphic arts and commercial print customers with printing plates, computer to
plate imaging solutions, electrophotographic printing solutions, OEM toner, and all equipment services.  He reports to Chief Executive Officer Jeff Clarke.


From January 2012 to January 2015, Kruchten was President of the Graphics, Entertainment and Commercial Films business segment, and from May 2009 to January 2012, he
was the President of the Film, Photofinishing & Entertainment Group (“FPEG”).  In this capacity, he was responsible for profit and loss for all silver halide products.  The Board
of Directors elected him a senior vice president in 2009.


Previously, Kruchten was the worldwide General Manager for Retail Printing and managed the products and services that enable retailers to offer an integrated retail solution to
analog and digital photographers.  These products and services included kiosks, paper, retail workflow software, service, and support.  Before that, Kruchten was the General
Manager for the Consumer and Professional film business.  The Board of Directors elected him a corporate vice president in July 2002.


Kruchten's career at Kodak began in 1982 as a Quality Engineer.  In 1986, he moved into a sales position for Copy Products and over the next five years held a number of sales
and marketing positions within Printer Products and Business Imaging Systems.  In 1993, Kruchten became a product line manager for Business Imaging Systems.  In 1998, he
was named Strategic Business Unit Manager and a divisional vice president of the Capture and Services business within the Document Imaging unit.  During his tenure, Kodak
introduced a number of scanners which made the company the world's leading seller of high-speed production scanning.  In 2000, Kruchten was named Chief Operating Officer
and vice president of the Document Imaging unit.  As COO, he led the acquisition of the Imaging division of Bell & Howell.  In 2001, Kruchten was named Site Manager,
Kodak Colorado Division, and became a divisional vice president of Kodak's Global Manufacturing unit.  In 2002, he was the Chief Executive Officer of Encad Inc., a wholly-
owned Kodak subsidiary.


Prior to joining Kodak, Kruchten worked as a project engineer at Inland Steel and as a tool designer for General Motors Corp.


Kruchten has a B.S. degree in Engineering from Michigan State University, an M.S. in Statistics and Quality Management from the Rochester Institute of Technology, and has
attended the Executive Management Development program at Penn State University.
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Eric-Yves Mahe


Effective January 1, 2015, Eric-Yves Mahe is President of Software and Solutions, which serves existing and future workflow software customers with software to manage
digital and conventional print content from creation to output, as well as serving enterprise customers primarily in the government and financial services sectors with managed
media services to assist with printing requirements and document management services, including the capture, archiving, retrieval and delivery of documents.  The division also
contains Kodakit, which is a platform that connects businesses with professional photographers to cater to their photography needs.  He reports to Chief Executive Officer Jeff
Clarke.


Beginning April 2014, Mahe was Senior Vice President Kodak Technology Solutions, Sales Strategy and Sales Operations.  In that capacity, Mahe was responsible for
formulating a strategy to drive and measure sales of Kodak’s unique and innovative portfolio of hardware, consumables, software and services.  Mahe also advised Kodak’s
senior management team on software, OEM partnerships and the sale of complex solutions.  In April 2014, the Board of Directors elected Mahe a senior vice president.


Mahe has more than 25 years of experience in the IT industry with several multinational companies.  Prior to joining Kodak, he was based in Singapore with Pitney Bowes Inc.,
most recently as President, Global Growth Markets, with responsibility for the company’s operations in Latin America, Asia Pacific, Middle East, Africa and emerging markets,
from July 2010 until March 2014.  Mahe managed this innovation-centered business from inception, and in two years, it became Pitney Bowes’s best performing operation
worldwide.  Mahe joined Pitney Bowes in 2007 as President, Asia Pacific, Middle East and Africa.


Previously, Mahe was Vice President and General Manager of Asia North for CA, Inc. (now called CA Technologies), with responsibility for business operations and enterprise
sales in China, Hong Kong and Taiwan.  He also has held sales management positions with Sun Microsystems, where he focused on OEM partnerships, Siemens Nixdorf and
Xerox.


Mahe earned his MBA in Marketing and International Trade from Ecole Superieure de Commerce et d’Administration des Enterprises in Bretagne, France.


John O’Grady


Effective December 1, 2017, John O’Grady is President, Consumer and Film Division, which is Kodak’s most consumer-facing division, with responsibility for motion picture
and commercial films, synthetic chemicals, and consumer products, including products from Kodak brand licensees.   He reports to Chief Executive Officer Jeff Clarke.


From January 2016 to December 2017, O’Grady was General Manager, Worldwide Sales, Print Systems Division.  In this role, he managed the sales, service and regional
marketing for the Print Systems Division on a worldwide basis in addition to the go-to-market back office operations for Kodak.  From January 2015 to December 2015,
O’Grady was Managing Director of the Europe, United States and Canada, Australia and New Zealand (EUCAN) Region.  From December 2010 to December 2014, he was
Managing Director, U.S. & Canada Region.  From December 2008 to December 2010, O’Grady was Regional Managing Director, Europe, Africa and Middle East Region
(EAMER) and Chairman Eastman Kodak Sàrl, and from May 2007 to December 2008, he was Managing Director, EAMER, Consumer Businesses.  The Board of Directors
elected him a corporate vice president in March 2007, and a senior vice president in August 2016.


O’Grady joined Kodak in 1997, and has held key business development and regional management positions in Kodak’s digital imaging businesses.


Prior to joining Kodak, O’Grady had a 12-year career at Verbatim.


O’Grady graduated from the University of Limerick in Ireland with a B.S. degree in Electronics.


Steven Overman


Steven Overman has served as Kodak’s Chief Marketing Officer since October 1, 2014.  In this capacity, Overman is responsible for leading a global, company-wide renewal of
the Kodak brand to increase its power, relevance and value.  He leads the strategic development and coordination of Kodak‘s brand identity, global marketing programs and
activities and communication of Kodak’s vision, strategy and progress in an integrated way to all the company’s stakeholders.  Overman reports to Chief Executive Officer Jeff
Clarke.


From January 2015 to November 2017, Overman was President of the Consumer and Film Division.  The Board of Directors elected him a senior vice president effective
January 2015.


Prior to joining Kodak, Overman served as vice president and global head of brand strategy and marketing creation for Nokia from June 2010 until April 2013.  He founded
Match & Candle, a consultancy supporting startups and marketing service agencies with brand strategy development in September 2013 and was there until October
2014.  During his career, Overman held several different leadership roles in technology companies and marketing services agencies.  In those roles, his responsibilities included
corporate brand strategy and execution, product and service innovation, corporate strategic initiatives, product launches and sales development.  Overman was among the first
employees at Wired.


Overman is a graduate of the Rhode Island School of Design.


 


Christopher J. Payne
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Effective May 1, 2017, Christopher Payne is President of the Flexographic Packaging Division, which provides solutions and services for the Flexo Packaging industry that
drive differentiation across the value chain from brand owners to printers.  He reports to Chief Executive Officer Jeff Clarke.


From January 2015 to May 2017, Payne was General Manager of the Flexographic Packaging Solutions business.  From May 2009 through December 2014, he was the Director
and Vice President, Marketing, Commercial Imaging Business, responsible for marketing and strategic planning for Kodak’s print businesses, and from April 1999 to April
2009, he held senior marketing roles in Kodak’s Graphic Communication Group and at NexPress Solutions LLC, which at the time was a joint venture between Kodak and
Heidelberg.  The Board of Directors elected Payne a vice president effective May 1, 2017.


Prior to joining Kodak, Payne served as Director of Marketing at Xeikon N.V. and Vice President of Marketing for Xeikon North America Inc.  Earlier in his career, he was
employed by prepress equipment manufacturer Crosfield Electronics Ltd.


Payne has been a full member of the Chartered Institute of Marketing (UK) since 1995, and is a past chair of The Association for Print Technologies (formerly known as NPES),
a trade association supporting the commercial printing value chain.


Payne graduated from Napier College, Edinburgh, where he studied printing, administration and production.


Eric H. Samuels


Eric Samuels was appointed Corporate Controller and Chief Accounting Officer in July 2009.  Samuels previously served as the Company’s Assistant Corporate Controller and
brings to his position more than 20 years of leadership experience in corporate finance and public accounting. He joined Kodak in 2004 as Director, Accounting Research and
Policy. Samuels reports to Chief Financial Officer David Bullwinkle.


Prior to joining Kodak, Samuels had a 14-year career in public accounting during which he served as a senior manager at KPMG LLP's Department of Professional Practice
(National Office) in New York City. Prior to joining KPMG in 1996, he worked in Ernst & Young's New York City office.


Samuels has a B.S. degree in business economics from the State University of New York College at Oneonta.  He is a Certified Public Accountant in New York and a member of
the American Institute of Certified Public Accountants.


Terry R. Taber, PhD


Terry Taber has served as Kodak’s Chief Technical Officer since January 2009.  Effective May 1, 2017, he was named President of the Advanced Materials and 3D Printing
Technology Division which contains the research laboratories and includes licensing as well as new business development activities related to Kodak’s patents and proprietary
technology, and focuses on opportunities in smart material applications, printed electronics markets and 3D printing materials.  Taber reports to Chief Executive Officer Jeff
Clarke.


From January 1, 2015 to May 1, 2017, Taber was President of the Intellectual Property Solutions Division.  From January 2007 to December 2008 he was the Chief Operating
Officer of Kodak’s Image Sensor Solutions (“ISS”) business, a leading developer of advanced CCD and CMOS sensors serving imaging and industrial markets, and prior to
Terry’s role with ISS, he held a series of senior positions in Kodak’s research and development and product organizations.  The Board of Directors elected Taber a vice president
in December 2008 and a senior vice president in December 2010.  


During his more than 35 years at Kodak, Taber has been involved in new materials research, product development and commercialization, manufacturing, and executive
positions in R&D and business management.  Taber’s early responsibilities included research on new synthetic materials, an area in which he holds several patents, program
manager for several film products, worldwide consumer film business product manager, Associate Director of R&D and director of Materials & Media R&D.


Taber received a B.S. degree in Chemistry from Purdue University and a Ph.D. in Organic Chemistry from the California Institute of Technology.  He also received an M.S. in
General Management from MIT as a Kodak Sloan Fellow.  He was a Board Member of the Innovation & Material Sciences Institute and served on the Executive Advisory
Board of FIRST Rochester (For Inspiration and Recognition of Science and Technology).  He also serves on the Executive Committee of the Greater Rochester Chamber of
Commerce and on the Board of Trustees for Roberts Wesleyan College and Northeastern Seminary.


Sharon E. Underberg


Sharon Underberg has served as General Counsel, Secretary and Senior Vice President since January 2015.  She is responsible for leading the company's global legal function
and for providing legal guidance to senior leadership and the Board of Directors.  Underberg reports to Chief Executive Officer Jeff Clarke.
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Underberg joined Kodak in 1989.   She was Deputy General Counsel and Vice President, Legal Department from September 2014 to January 2015, and Assistant General
Counsel and Vice President, Legal Department, from June 2006 until September 2014.  For much of her tenure with Kodak, Underberg has specialized in global commercial
transactions, particularly acquisitions, divestitures, joint ventures and corporate financings.  She led the legal team on numerous deals, including the completion of the
acquisitions of the Kodak Polychrome Graphics and NexPress joint ventures, the divestiture of the Health Imaging business, and the spinoff of the PI / DI Business, and she has
advised on every major financing transaction the Company has completed in the past 15-plus years.  In addition, Underberg was an instrumental part of the team that led the
Company through its chapter 11 restructuring, providing advice on a wide range of contractual, litigation, financing, and divestiture activities.  The Board of Directors elected
her to Senior Vice President and Secretary in January 2015.  


Underberg has been a manager in the Legal Department since 2006.  During this time, she led legal teams in a wide variety of substantive areas, including corporate,
transactional and commercial matters worldwide. From 2004 to 2006, Underberg served as Assistant Secretary, working with the Board of Directors and senior management on
matters related to corporate governance, executive compensation, and SEC reporting and disclosure.


Prior to joining Kodak, Underberg was an attorney in the New York City office of international law firm Fulbright & Jaworski (currently Norton Rose Fulbright).


Underberg received a B.A. degree in political science from Brandeis University and a J.D. from the University of Pennsylvania School of Law.


Randy D. Vandagriff


Effective May 1, 2017, Randy D. Vandagriff is President, Enterprise Inkjet Systems Division, responsible for delivering commercial inkjet technology, printers and solutions to
the market. He reports to Chief Executive Officer Jeff Clarke.
 
Vandagriff has spent his 35-year career innovating inkjet technology for the printing market. From January 2004 to August 2012, Vandagriff was Vice President, Research and
Development for Kodak Versamark, responsible for leading a worldwide R&D organization responsible for developing four generations of inkjet technologies and delivering
industry-leading performance, including Kodak Stream and ULTRASTREAM inkjet technologies. From January 2015 to May 2017, Vandagriff led the Kodak Creo Server
business located in Tel Aviv, Israel.  The Board of Directors elected him a vice president effective May 1, 2017.
 
In addition to his strong product development capabilities, Vandagriff has traveled internationally, working with key Kodak customers to successfully implement commercial
inkjet into their production processes. His respected knowledge, broad background, and deep industry network has contributed to making Kodak the world’s leader in high
volume variable printing solutions.
 
Vandagriff holds an MBA degree from the University of Phoenix and a Bachelor of Science in Mechanical Engineering from Wright State University.


 
PART II


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES


The Company’s common stock is listed on the New York Stock Exchange (NYSE) under the symbol “KODK” and has been trading since September 23, 2013, following
emergence from bankruptcy on September 3, 2013 after confirmation of the revised First Amended Joint Chapter 11 Plan of Reorganization.


There were 2,903 shareholders of record of common stock on December 31, 2017.
 
Information regarding securities authorized for issuance under equity compensation plans is included in Item 12. “Security Ownership of Certain Beneficial Owners and
Management and Related Stockholder Matters” under the caption “Equity Compensation Plan Information.”
 
MARKET PRICE DATA


The market price data below reflects the high and low sales price of the Company’s stock.


 
  2017   2016  


Price per share:  High   Low   High   Low  
1st Quarter  $ 16.50  $ 10.30  $ 12.47  $ 7.56 
2nd Quarter  $ 11.68  $ 8.75  $ 16.80  $ 10.00 
3rd Quarter  $ 9.82  $ 6.65  $ 17.29  $ 14.01 
4th Quarter  $ 7.45  $ 2.95  $ 17.30  $ 13.87
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DIVIDEND INFORMATION


No dividends on common stock were declared or paid during 2017 or 2016.


Dividends for common shareholders may be restricted under Kodak’s Credit Agreements and the Series A Preferred Stock Agreement.  Refer to Note 8, “Debt and Capital
Leases,” and Note 9, “Redeemable, Convertible Series A Preferred Stock” in the Notes to Financial Statements.
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PERFORMANCE GRAPH - SHAREHOLDER RETURN
 
The following graph compares the performance of the Company's common stock with the performance of the Standard & Poor's (S&P) Small Cap 600 Information Technology
Index, and the Russell 2000 Index (in which the Company is currently included), by measuring the quarterly changes in common stock prices from September 23, 2013, plus
reinvested dividends.  
 


 
  12/13 12/14 12/15 12/16 12/17 
                 
Eastman Kodak Company  178.92  111.91  64.64  79.90  15.98 
Russell 2000  115.66  121.32  115.96  140.67  161.28 
S&P Small Cap 600 Information Technology  114.95  118.81  109.97  140.13  151.99
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ISSUER PURCHASES OF EQUITY SECURITIES DURING THE QUARTER ENDED DECEMBER 31, 2017 (1)
 


  


Total Number
of Shares


Purchased   


Average
Price Paid
per Share   


Total Number of Shares
Purchased as Part of


Publicly Announced Plans
or Programs (2)  


Maximum That May
Be Purchased


under the Plans or
Programs


October 1 through 31, 2017   7,218   7.35  n/a  n/a
November 1 through 30, 2017   1,419   3.40  n/a  n/a
December 1 through 31, 2017   19,841   3.34  n/a  n/a
Total   28,478   4.36    


 


 
 (1) These purchases were made to satisfy tax withholding obligations in connection with the vesting of restricted stock units issued to employees.


 (2) Kodak does not currently have a publicly announced repurchase plan or program.
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ITEM 6. SELECTED FINANCIAL DATA


As a result of the application of fresh-start accounting as of September 3, 2013, following the Company’s emergence from bankruptcy, the financial statements prior to
September 3, 2013 are not comparable with the financial statements after September 3, 2013.  References to “Successor” relate to the reorganized Kodak subsequent to
September 3, 2013.  References to “Predecessor” refer to Kodak prior to September 3, 2013.


SUMMARY OF OPERATING DATA – UNAUDITED
 


 Successor   Predecessor  


(in millions, except per share data, shareholders, and employees) 2017   2016   2015  2014   


September 1,
2013 through
December 31,


2013   


January 1,
2013 through


August 31,
2013    


Net revenues from continuing operations $ 1,531  $ 1,643  $ 1,803 $ 2,116  $ 812  $ 1,546   
(Loss) earnings from continuing operations before interest
   expense, loss on extinguishment of debt, net, other (charges)
   income, net, reorganization items, net, and income taxes  (18)   113   54  (16)   (46)   457   
                         
Earnings (loss) from:                         


Continuing operations  96 (1)  18   (67)  (122) (2)  (82)   2,201 (3)  
Discontinued operations (4)  (2)   (2)   (8)  4   4   (135)   


Net earnings (loss)  94   16   (75)  (118)   (78)   2,066   
Less: Net earnings attributable to non-controlling interests  —   1   5  5   3   —   
Net Earnings (Loss) Attributable to Eastman Kodak
   Company  94   15   (80)  (123)   (81)   2,066   
                         
Earnings and Dividends                         
Basic earnings (loss) per share attributable to
   Eastman Kodak Company common shareholders:                         


Continuing operations  1.81   0.33   (1.72)  (3.05)   (2.04)   8.08   
Discontinued operations  (0.05)   (0.05)   (0.19)  0.10   0.10   (0.50)   
Total  1.76   0.28   (1.91)  (2.95)   (1.94)   7.58   


Diluted earnings (loss) per share attributable to
   Eastman Kodak Company common shareholders:                         


Continuing operations  1.81   0.33   (1.72)  (3.05)   (2.04)   8.08   
Discontinued operations  (0.05)   (0.05)   (0.19)  0.10   0.10   (0.50)   
Total  1.76   0.28   (1.91)  (2.95)   (1.94)   7.58   


Cash dividends declared and paid  —   —   —  —   —   —   
Number of common shares used in basic and diluted earnings (loss) per
share                         


Basic  42.5   42.2   41.9  41.7   41.7   272.7   
Diluted  42.7   42.5   41.9  41.7   41.7   272.7   


Shareholders at year end  2,903   2,903   2,997  4,860   1,511  N/A   
                         
Statement of Financial Position Data                         
Working capital (current assets less current liabilities)  539   622   819  951   1,086   564   
Property, plant and equipment, net  314   342   426  524   684   507   
Total assets  1,707   1,776   2,138  2,556   3,200   3,037   
Short-term borrowings and current portion of long-term
   debt  4   6   5  5   4   681   
Long-term debt, net of current portion  399   405   679  672   674   370   
Redeemable, convertible Series A preferred stock  164   156   —  —   —   —   
                         
Supplemental Information                         
Employees as of year end                         


- in the U.S.  2,600   2,700   2,800  3,200   3,600  n/a   
- worldwide  5,800   6,100   6,400  7,300   8,800  n/a  
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SUMMARY OF OPERATING DATA – UNAUDITED (CONT’D)


Historical results are not indicative of future results.


 (1) Includes a pre-tax goodwill impairment charge of $56 million and the associated tax benefit of $18 million, income from the revaluation of the embedded conversion
features derivative of $47 million and the tax benefit of $101 million associated with the release of a deferred tax valuation allowance in a location outside the
U.S.  These items increased net after-tax income from continuing operations by $118 million.
 


 (2) Includes $70 million in revenues from non-recurring intellectual property agreements that increased net after-tax income from continuing operations by $70 million.
 


 (3) Includes proceeds of $535 million from the sale and licensing of certain intellectual property assets; pre-tax goodwill impairment charges of $77 million; income of
$2,026 million in pre-tax reorganization items, net; and net charges of $84 million related to discrete tax items.  These items increased after-tax income from
continuing operations by $2.4 billion.
 


 (4) Refer to Note 25, “Discontinued Operations” in the Notes to Financial Statements for a discussion regarding the (loss) earnings from discontinued operations.
 


30







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


The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is intended to help the reader understand the results of
operations and financial condition of Kodak for the years ended December 31, 2017, 2016 and 2015.  All references to Notes relate to Notes to the Financial Statements in Item
8. “Financial Statements and Supplementary Data.”


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


This report on Form 10-K includes "forward–looking statements" as that term is defined under the Private Securities Litigation Reform Act of 1995.
 
Forward–looking statements include statements concerning Kodak’s plans, objectives, goals, strategies, future events, future revenue or performance, capital expenditures,
liquidity, investments, financing needs and business trends and other information that is not historical information. When used in this document, the words “estimates,”
“expects,” “anticipates,” “projects,” “plans,” “intends,” “believes,” “predicts,” “forecasts,” “strategy,” “continues,” “goals,” “targets” or future or conditional verbs, such as
“will,” “should,” “could,” or “may,” and similar expressions, as well as statements that do not relate strictly to historical or current facts, are intended to identify forward–
looking statements. All forward–looking statements, including management’s examination of historical operating trends and data, are based upon Kodak’s expectations and
various assumptions. Future events or results may differ from those anticipated or expressed in the forward-looking statements. Important factors that could cause actual events
or results to differ materially from the forward-looking statements include, among others, the risks and uncertainties described in more detail in this report on Form 10–K under
the headings “Business,” “Risk Factors,” “Legal Proceedings” and/or “Management’s Discussion and Analysis of Financial Condition and Results of Operations–Liquidity and
Capital Resources,” and in other filings the Company makes with the SEC from time to time, as well as the following:


 • Kodak’s ability to improve and sustain its operating structure, cash flow, profitability and other financial results;


 • the ability of Kodak to achieve cash forecasts, financial projections, and projected growth;


 • Kodak’s ability to achieve the financial and operational results contained in its business plans;


 • Kodak’s ability to comply with the covenants in its various credit facilities;


 • Kodak’s ability to fund continued investments, capital needs and restructuring payments and service its debt and Series A Preferred Stock;


 • Kodak’s ability to discontinue, sell or spin-off certain businesses or operations, or otherwise monetize assets;


 • changes in foreign currency exchange rates, commodity prices and interest rates;


 • Kodak’s ability to effectively anticipate technology trends and develop and market new products, solutions and technologies;


 • Kodak’s ability to effectively compete with large, well-financed industry participants;


 • continued sufficient availability of borrowings and letters of credit under the Amended Credit Agreement, Kodak’s ability to obtain additional financing if and as
needed and Kodak’s ability to provide or facilitate financing for its customers;


 • the performance by third parties of their obligations to supply products, components or services to Kodak; and


 • the impact of the global economic environment on Kodak.


There may be other factors that may cause Kodak’s actual results to differ materially from the forward–looking statements. All forward–looking statements attributable to Kodak
or persons acting on its behalf apply only as of the date of this report on Form 10-K and are expressly qualified in their entirety by the cautionary statements included in this
document. Kodak undertakes no obligation to update or revise forward–looking statements to reflect events or circumstances that arise after the date made or to reflect the
occurrence of unanticipated events.


CRITICAL ACCOUNTING POLICIES AND ESTIMATES


Revenue Recognition


Kodak's revenue transactions include sales of products (such as components and consumables for use in Kodak, and other manufacturers’ equipment, and film based products),
equipment, software, services, integrated solutions, and intellectual property and brand licensing.   Complex arrangements with nonstandard terms and conditions may require
significant contract interpretation to determine the appropriate accounting.  For equipment sales, revenue recognition may depend on completion of installation based on the type
of equipment, level of customer specific customization and other contractual terms.  In instances in which the agreement with the customer contains a customer acceptance
clause, revenue is deferred until customer acceptance is obtained, provided the customer acceptance clause is considered to be substantive.


At the time revenue is recognized, Kodak also records reductions to revenue for customer incentive programs.  Such incentive programs include cash and volume discounts and
promotional allowances.  For those incentives that require the estimation of sales volumes or redemption rates, such as for volume rebates, Kodak uses historical experience and
both internal and customer data to estimate the sales incentive at the time revenue is recognized.  In the event that the actual results of these items differ from the estimates,
adjustments to the sales incentive accruals are recorded.  
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Future market conditions and product transitions may require Kodak to take actions to increase customer incentive offers, possibly resulting in an incremental reduction of
revenue at the time the incentive is offered.


Valuation and Useful Lives of Long-Lived Assets, Including Goodwill and Intangible Assets


Kodak performs a test for goodwill impairment annually and whenever events or changes in circumstances occur that would more likely than not reduce the fair value of the
reporting unit below its carrying amount.


Goodwill is tested for impairment at a level of reporting referred to as a reporting unit, which is an operating segment or one level below an operating segment (a component) if
the component constitutes a business for which discrete financial information is available and regularly reviewed by segment management.


The Print Systems segment has two goodwill reporting units: Prepress Solutions and Electrophotographic Printing Solutions.  The Software and Solutions segment has two
goodwill reporting units: Kodak Technology Solutions and Unified Workflow Solutions.  The Consumer and Film segment has two goodwill reporting units, Motion Picture,
Industrial Chemicals and Films and Consumer Products.  The Enterprise Inkjet Systems segment, Flexographic Packaging segment, Advanced Materials and 3D Printing
segment and Eastman Business Park segment all have one goodwill reporting unit.  As of December 31, 2017, goodwill is recorded in the Packaging, Unified Workflow
Solutions and Consumer Products reporting units.
 
Kodak early adopted Accounting Standards Update (“ASU”) 2017-04, Intangibles – Goodwill and Other (Topic 350):  Simplifying the Accounting for Goodwill Impairment
effective January 1, 2017 which requires entities to calculate a goodwill impairment as the amount by which a reporting unit’s carrying value exceeds its fair value, not to exceed
the carrying amount of goodwill.


Determining the fair value of a reporting unit involves the use of significant estimates and assumptions.  Kodak estimates the fair value of its reporting units using the guideline
public company method and discounted cash flow method.  To estimate fair value utilizing the guideline public company method, Kodak applies valuation multiples, derived
from the operating data of publicly-traded benchmark companies, to the same operating data of the reporting units.   The valuation multiples are based on earnings before
interest, taxes, depreciation and amortization (“EBITDA”).  To estimate fair value utilizing the discounted cash flow method, Kodak establishes an estimate of future cash flows
for each reporting unit and discounts those estimated future cash flows to present value. 
 
Kodak performed an interim goodwill impairment test as of September 30, 2017 given the decline in Kodak’s financial projections for the year and its market capitalization from
the last goodwill impairment test (December 31, 2016).  Kodak utilized the discounted cash flow method and guideline public company method to estimate the fair value of
reporting units with goodwill.  For these reporting units, Kodak selected equal weighting of the guideline public company method and the discounted cash flow method as the
valuation approaches produced comparable ranges of fair value.  Fair values for the other reporting units were estimated using the discounted cash flow method only.
 
To estimate fair value utilizing the discounted cash flow method, Kodak established an estimate of future cash flows for the period ranging from October 1, 2017 to December
31, 2022 and discounted the estimated future cash flows to present value. The expected cash flows were derived from earnings forecasts and assumptions regarding growth and
margin projections, as applicable. The discount rates are estimated based on an after-tax weighted average cost of capital (“WACC”) for each reporting unit reflecting the rate of
return that would be expected by a market participant.  The WACC also takes into consideration a company specific risk premium for each reporting unit reflecting the risk
associated with the overall uncertainty of the financial projections.  Discount rates of 10.2% to 45.0% were utilized in the valuation based on Kodak’s best estimates of the after-
tax weighted-average cost of capital of each reporting unit.
 
A terminal value was included for all reporting units at the end of the cash flow projection period to reflect the remaining value that the reporting unit is expected to
generate.  The terminal value was calculated using either the constant growth method (“CGM”) based on the cash flows of the final year of the discrete period or the H-model,
which assumes the growth during the terminal period starts at a higher rate and declines in a linear manner over a specified transition period toward a stable growth rate.
 
Based upon the results of Kodak’s September 30, 2017 analysis, Kodak concluded that the Prepress Solutions reporting unit’s carrying value exceeded its fair value and recorded
a pre-tax goodwill impairment loss of $56 million in the Consolidated Statement of Operations, which represented the entire amount of goodwill assigned to this reporting
unit.  As a result of the impairment, Kodak recorded an $18 million tax benefit.  No impairment of goodwill was indicated for the other reporting units.
 
Kodak performed a quantitative test of impairment for all reporting units for its annual goodwill impairment test as of December 31, 2017.  Kodak utilized the discounted cash
flow method and guideline public company method to estimate the fair value of reporting units with goodwill.  For these reporting units, Kodak selected equal weighting of the
guideline public company method and the discounted cash flow method as the valuation approaches produced comparable ranges of fair value.  Fair values for the other
reporting units were estimated using the discounted cash flow method only.
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To estimate fair value utilizing the discounted cash flow method, Kodak established an estimate of future cash flows for the period ranging from January 1, 2018 to December
31, 2022 and discounted the estimated future cash flows to present value. The expected cash flows were derived from earnings forecasts and assumptions regarding growth and
margin projections, as applicable. The discount rates are estimated based on an after-tax weighted average cost of capital (“WACC”) for each reporting unit reflecting the rate of
return that would be expected by a market participant.  The WACC also takes into consideration a company specific risk premium for each reporting unit reflecting the risk
associated with the overall uncertainty of the financial projections.  Discount rates of 10% to 55% were utilized in the valuation based on Kodak’s best estimates of the after-tax
weighted-average cost of capital of each reporting unit.


A terminal value was included for all reporting units at the end of the cash flow projection period to reflect the remaining value that the reporting unit is expected to
generate.  The terminal value was calculated using either the constant growth method (“CGM”) based on the cash flows of the final year of the discrete period or the H-model,
which assumes the growth during the terminal period starts at a higher rate and declines in a linear manner over a specified transition period toward a stable growth rate.


Based upon the results of Kodak’s December 31, 2017 analysis, Kodak concluded that no impairment of goodwill was indicated.  Impairment of goodwill could occur in the
future if a reporting unit’s fair value changes significantly, if Kodak’s market capitalization significantly declines, if a reporting unit’s carrying value changes materially
compared with changes in its fair values, or as a result of changes in operating segments or reporting units.
 
The carrying value of the indefinite-lived intangible asset related to the Kodak trade name is evaluated for potential impairment annually or whenever events or changes in
circumstances indicate that it is more likely than not that the asset is impaired.   Kodak performed an interim impairment test related to the Kodak trade name as of September
30, 2017 given the revised financial projections.
 
The fair value of the Kodak trade name, which as of September 30, 2017 had a carrying value of $40 million, was valued using the income approach, specifically the relief from
royalty method based on the following significant assumptions: (a) forecasted revenues ranging from October 1, 2017 to December 31, 2022, including a terminal year with
growth rates ranging from -4.5% to 2.5%; (b) after-tax royalty rates ranging from .4% to .8% of expected net sales determined with regard to comparable market transactions
and profitability analysis; and (c) discount rates ranging from 10.2% to 45.0%, which were based on the after-tax weighted-average cost of capital.
 
Based on the results of Kodak’s September 30, 2017 assessment, the fair value of the Kodak trade name exceeded its carrying value by 8% and no impairment was indicated.  


Kodak performed its annual test of impairment for the Kodak trade name as of December 31, 2017.  The fair value of the Kodak trade name was valued using the income
approach, specifically the relief from royalty method based on the following significant assumptions: (a) forecasted revenues ranging from January 1, 2018 to December 31,
2022, including a terminal year with growth rates ranging from -10% to 2.5%; (b) after-tax royalty rates ranging from .4% to .8% of expected net sales determined with regard to
comparable market transactions and profitability analysis; and (c) discount rates ranging from 10% to 55%, which were based on the after-tax weighted-average cost of capital


Based on the results of Kodak’s December 31, 2017 assessment, the carrying value of the Kodak trade name exceeded its fair value and Kodak recorded a pre-tax impairment
charge of $2 million.  Impairment of the Kodak trade name could occur in the future if expected revenues decline or if there are significant changes in the discount rates or
royalty rates.


Long-lived assets other than goodwill and indefinite-lived intangible assets are evaluated for impairment whenever events or changes in circumstances indicate the carrying
value may not be recoverable.  When evaluating long-lived assets for impairment, the carrying value of an asset group is compared to its estimated undiscounted future cash
flows.  An impairment is indicated if the estimated future cash flows are less than the carrying value of the asset group.  The impairment is the excess of the carrying value over
the fair value of the long-lived asset group.


The value of property, plant, and equipment is depreciated over its expected useful life in such a way as to allocate it as equitably as possible to the periods during which
services are obtained from their use, which aims to distribute the value over the remaining estimated useful life of the unit in a systematic and rational manner.  An estimate of
useful life not only considers the economic life of the asset, but also the remaining life of the asset to the entity.  Impairment of long-lived assets other than goodwill and
indefinite lived intangible assets could occur in the future if expected future cash flows decline or if there are significant changes in the estimated useful life of the assets.
 
Series A Preferred Stock Embedded Conversion Features Derivative


On November 15, 2016, the Company issued 2,000,000 shares of 5.50% Series A Convertible Preferred Stock, no par value per share (the “Series A Preferred Stock”).  The
Company concluded that the Series A Preferred Stock is considered more akin to a debt-type instrument and that the economic characteristics and risks of the embedded
conversion features, except where the conversion price is increased to the liquidation preference, were not considered clearly and closely related to the Series A Preferred
Stock.  Accordingly, these embedded conversion features were bifurcated from the Series A Preferred Stock and separately accounted for on a combined basis at fair value as a
single derivative.  The Company allocated $43 million of the net proceeds received to the derivative liability based on the aggregate fair value of the embedded conversion
features on the date of issuance which reduced the original carrying value of the Series A Preferred Stock.  The derivative is being accounted for at fair value with subsequent
changes in the fair value being reported as part of Other (income) charges, net in the Consolidated Statement of Operations. The fair value of the derivative as of December 31,
2017 was an asset of $4 million and is included within Other long-term assets in the accompanying
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Consolidated Statement of Financial Position. The fair value of the derivative as of December 31, 2016 was a liability of $43 million and is included within Other long-term
liabilities in the accompanying Consolidated Statement of Financial Position.
 
The fair value of the Series A Preferred Stock embedded conversion features derivative is calculated using a binomial lattice model.  The following table presents the key inputs
in the determination of fair value at December 31, 2017 and 2016:
 


  Valuation Date  


  
December 31,


2017   
December 31,


2016  
Total value of embedded derivative (asset) liability ($ millions)  $ (4)  $ 43 
Kodak's closing stock price   3.10   15.50 
Expected stock price volatility   58.22%   42.85%
Risk free rate   2.08%   1.93%
Yield on the preferred stock   22.31%   11.38%


The Fundamental Change and Reorganization Conversion value at issuance was calculated as the difference between the total value of the Series A Preferred Stock and the sum
of the net present value of the cash flows if the Series A Preferred Stock is redeemed on its fifth anniversary and the values of the other embedded derivatives. The Fundamental
Change and Reorganization Conversion value reduces the value of the embedded conversion features derivative liability. Unless events occur which would alter the likelihood of
a fundamental change or reorganization event, the value of the Fundamental Change and Reorganization Conversion reflects the value as of the issuance date, amortized for the
passage of time. The Fundamental Change and Reorganization Conversion value exceeded the value of the embedded conversion features derivative liability at December 31,
2017 resulting in the derivative being reported as an asset.


Taxes


Kodak recognizes deferred tax liabilities and assets for the expected future tax consequences of operating losses, credit carry-forwards and temporary differences between the
carrying amounts and tax basis of Kodak’s assets and liabilities.  Kodak records a valuation allowance to reduce its net deferred tax assets to the amount that is more likely than
not to be realized.  Kodak has considered forecasted earnings, future taxable income, the geographical mix of earnings in the jurisdictions in which Kodak operates and prudent
and feasible tax planning strategies in determining the need for these valuation allowances.  As of December 31, 2017, Kodak has net deferred tax assets before valuation
allowances of approximately $1,028 million and a valuation allowance related to those net deferred tax assets of approximately $856 million, resulting in net deferred tax assets
of approximately $172 million.  The net deferred tax assets can be used to offset taxable income in future periods and reduce Kodak’s income tax payable in those future
periods.  At this time, it is considered more likely than not that taxable income in the future will be sufficient to allow realization of these net deferred tax assets.  However, if
Kodak is unable to generate sufficient taxable income, then a valuation allowance to reduce net deferred tax assets may be required, which could materially increase expenses in
the period the valuation allowance is recognized.  Conversely, if Kodak were to make a determination that it is more likely than not that deferred tax assets, for which there is
currently a valuation allowance, would be realized, the related valuation allowance would be reduced and a benefit to earnings would be recorded.  Kodak considers both
positive and negative evidence in determining whether a valuation allowance is needed by territory, including, but not limited to, whether particular entities are in three-year
cumulative income positions.  During 2017, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would be realized as a
result of increased profits in a location outside the U.S. and accordingly, recorded a benefit of $101 million associated with the release of a valuation allowance on those deferred
tax assets.  Additionally, during 2017, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would not be realized due to
reduced manufacturing volumes negatively impacting profitability in a location outside the U.S. and accordingly, recorded a provision of $7 million associated with the
establishment of a valuation allowance on those deferred tax assets.


Kodak continues to improve profitability in its businesses, particularly outside the U.S.  Accordingly, Kodak may be able to make the determination that the realization of those
deferred tax assets in certain foreign jurisdictions are more likely than not in the near future.   If Kodak was to make a determination that it is more likely than not that deferred
tax assets, for which there is currently a valuation allowance, would be realized, the related valuation allowance would be reduced and a benefit to earnings would be
recorded.  Kodak will continue to evaluate whether valuation allowances are needed, at a jurisdictional level, in future reporting periods. It is possible that sufficient positive
evidence, including sustained profitability, may become available in future periods with respect to one or more jurisdictions to reach a conclusion that all or part of the valuation
allowance with respect to such jurisdictions could be reversed.
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Utilization of post-emergence net operating losses (“NOL”) and tax credits may be subject to limitations in the event of significant changes in stock ownership of the Company
in the future. Section 382 of the Internal Revenue Code of 1986, as amended, imposes annual limitations on the utilization of NOL carryforwards, other tax carryforwards, and
certain built-in losses as defined under that Section, upon an ownership change. In general terms, an ownership change may result from transactions that increase the aggregate
ownership of five percent stockholders in Kodak’s stock by more than 50 percentage points over a three-year testing period.  The Company has a relatively high concentration of
five percent stockholders.  There have been reported transactions within the testing period that, combined with future transactions, could aggregate to an ownership change
during the testing period in excess of 50 percentage points.  A Section 382 ownership change would significantly impair Kodak’s ability to utilize NOLs and tax credits in the
U.S.  As of December 31, 2017, Kodak had available U.S. NOL carry-forwards for income tax purposes of approximately $633 million and unused foreign tax credits of $343
million.  Any impairment of these tax attributes would be fully offset by a corresponding decrease in Kodak’s U.S. valuation allowance, which would result in no net tax
provision.
 
On December 22, 2017, the 2017 Tax Act was signed into law making significant changes to the Internal Revenue Code.  (Refer to Note 15, “Income Taxes”).  Changes include,
but are not limited to, a one-time transition tax on the mandatory deemed repatriation of cumulative foreign earnings as of December 31, 2017.  The one-time transition tax as of
December 31, 2017 resulted in the recognition of a previously recorded deferred tax liability on the undistributed foreign earnings and was fully offset by Kodak’s U.S.
valuation allowance, resulting in no net tax benefit.   Kodak had a deferred tax liability (net of related foreign tax credits) of $56 million on the foreign subsidiaries’
undistributed earnings as of December 31, 2016.  Kodak has a deferred tax liability of $20 million for the potential foreign withholding taxes on the undistributed earnings as of
December 31, 2017 and 2016.


In general, the amount of tax expense or benefit from continuing operations is determined without regard to the tax effects of other categories of income or loss, such as Other
comprehensive (loss) income.  However, an exception to this rule applies when there is a loss from continuing operations and income from items outside of continuing
operations that must be considered.  This exception requires that income from discontinued operations and items charged or credited directly to other comprehensive income be
considered in determining the amount of tax benefit that results from a loss in continuing operations.  This exception affects the allocation of the tax provision amongst
categories of income.


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


Pension and Other Postretirement Benefits


Kodak’s defined benefit pension and other postretirement benefit costs and obligations are estimated using several key assumptions.  These assumptions, which are reviewed at
least annually by Kodak, include the discount rate, long-term expected rate of return on plan assets (“EROA”), salary growth, healthcare cost trend rate, mortality trends and
other economic and demographic factors.  Actual results that differ from Kodak’s assumptions are recorded as unrecognized gains and losses and are amortized to earnings over
the estimated future service period of the active participants in the plan or, if the plan is almost entirely inactive, the average remaining lifetime expectancy of inactive
participants, to the extent such total net unrecognized gains and losses exceed 10% of the greater of the plan's projected benefit obligation or the calculated value of plan
assets.  Significant differences in actual experience or significant changes in future assumptions would affect Kodak’s pension and other postretirement benefit costs and
obligations.


Asset and liability modeling studies are utilized by Kodak to adjust asset exposures and review a liability hedging program through the use of forward-looking correlation, risk
and return estimates.  Those forward-looking estimates of correlation, risk and return generated from the modeling studies are also used to estimate the EROA.  The EROA is
estimated utilizing a forward-looking building block model factoring in the expected risk of each asset category, return and correlation over a five to seven-year horizon, and
weighting the exposures by the current asset allocation.  Historical inputs are utilized in the forecasting model to frame the current market environment with adjustments made
based on the forward-looking view.  Kodak aggregates investments into major asset categories based on the underlying benchmark of the strategy.  Kodak’s asset categories
include broadly diversified exposure to U.S. and non-U.S. equities, U.S. and non-U.S. government and corporate bonds, inflation-linked bonds, commodities and absolute return
strategies.  Each allocation to these major asset categories is determined within the overall asset allocation to accomplish unique objectives, including enhancing portfolio return,
providing portfolio diversification, or hedging plan liabilities.


The EROA, once set, is applied to the calculated value of plan assets in the determination of the expected return component of Kodak’s pension expense.  Kodak uses a
calculated value of plan assets, which recognizes gains and losses in the fair value of assets over a four-year period, to calculate expected return on assets.   At December 31,
2017, the calculated value of the assets of Kodak’s major U.S. and non-U.S. defined benefit pension plans was approximately $4.4 billion and the fair value was approximately
$4.5 billion.  Asset gains and losses that are not yet reflected in the calculated value of plan assets are not included in amortization of unrecognized gains and losses.


Kodak reviews its EROA assumption annually.  To facilitate this review, every three years, or when market conditions change materially, Kodak’s larger plans will undertake
asset allocation or asset and liability modeling studies.  The weighted average EROA used to determine the 2017 net pension expense for major U.S. and non-U.S. defined
benefit pension plans was 7.00% and 4.21%, respectively.


Generally, Kodak bases the discount rate assumption for its significant plans on high quality corporate bond yields in the respective countries as of the measurement
date.  Specifically, for its U.S., Canadian, Euro-zone and UK plans, Kodak determines a discount rate using a cash flow model to
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incorporate the expected timing of benefit payments and an AA-rated corporate bond yield curve.  For Kodak's U.S. plans, the Citigroup Above Median Pension Discount Curve
is used.  For Kodak’s other non-U.S. plans, discount rates are determined by comparison to published local high quality bond yields or indices considering estimated plan
duration and removing any outlying bonds, as warranted.


Kodak uses the spot yield curve approach to estimate the service and interest costs by applying the specific spot rates along the yield curve used to determine the benefit
obligations to relevant projected cash outflows.


The salary growth assumptions are determined based on Kodak’s long-term actual experience and future and near-term outlook.  The healthcare cost trend rate assumptions are
based on historical cost and payment data, the near-term outlook and an assessment of the likely long-term trends.


The following table illustrates the sensitivity to a change to certain key assumptions used in the calculation of expense for the year ending December 31, 2018 and the projected
benefit obligation (“PBO”) at December 31, 2017 for Kodak's major U.S. and non-U.S. defined benefit pension plans:
 


(in millions)  


Impact on 2018
Pre-Tax Pension Expense


Increase (Decrease)   


Impact on PBO
December 31, 2017
Increase (Decrease)  


  U.S.   Non-U.S.   U.S.   Non-U.S.  
Change in assumption:                 


25 basis point decrease in discount rate  $ 4  $ —  $ 87  $ 26 
25 basis point increase in discount rate   1   —   (84)   (25)
25 basis point decrease in EROA   9   2  N/A  N/A 
25 basis point increase in EROA   (9)   (2)  N/A  N/A


 


 
Total pension income from continuing operations before special termination benefits, curtailments and settlements for the major defined benefit pension plan in the U.S. was
$123 million for 2017 and is expected to be approximately $103 million in 2018.  Pension income from continuing operations before special termination benefits, curtailments
and settlements for the major non-U.S. defined benefit pension plans was $9 million for 2017 and is projected to be approximately $6 million in 2018.  The reductions in income
are driven primarily by lower 2018 EROA assumptions in the U.S., and higher expected 2018 loss amortization outside the U.S.


Inventories


Inventories are stated at the lower of cost or market.  Carrying values of excess and obsolete inventories are reduced to net realizable value.  Judgment is required to assess the
ultimate demand for and realizable value of inventory.  The analysis of inventory carrying values considers several factors including length of time inventory is on hand, historical
sales, product shelf life, product life cycle, product category, and product obsolescence.


Accounts Receivable Reserves


Accounts receivable reserves are based on historical collections experience as well as reserves for specific receivables deemed to be at risk for collection.  The collectability of
customer receivables is reviewed on an ongoing basis considering past due invoices and the current creditworthiness of each customer.  Judgment is required in assessing the
ultimate realization of accounts receivables.


New Accounting Pronouncements


A description of new accounting pronouncements is contained in Note 1, “Summary of Significant Accounting Policies”.


OVERVIEW


Revenue declined $112 million (6.8%) from 2016 to 2017 and $160 million from 2015 to 2016 (8.9%).


Kodak’s strategy is to:


 • Use Kodak’s divisional structure to drive accountability, transparency, and speed of decision making;


 • Focus product investment in growth engines - Sonora, Prosper and Ultrastream, FLEXCEL NX Systems and Plates, Advanced Materials and 3D Printing and
Software and Services;


 • Maintain market leadership position and cash flows associated with Print Systems;


 • Manage the expected decline in and maximize cash generated by mature businesses;


 • Continue to streamline processes to drive cost reductions and improve operating leverage; and


 • Continue to explore opportunities to monetize the asset base.
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A discussion of opportunities and challenges related to Kodak’s strategy follows:


 
 • Print Systems’ digital plate products include traditional digital plates and KODAK SONORA Process Free Plates. SONORA process free plates allow Kodak


customers to skip the plate processing step prior to mounting plates on a printing press. This improvement in the printing process saves time and costs for
customers. Also, SONORA process free plates reduce the environmental impact of the printing process because they eliminate the use of chemicals (including
solvents), water and power that is otherwise required to process a traditional plate. While traditional digital plate offerings are experiencing pricing pressure,
innovations in Kodak product lines which command premium prices, such as SONORA Process Free Plates, are expected to offset some of the long-term price
erosion in the market and manufacturing efficiencies are expected to mitigate the impact on earnings from revenue declines.  Print Systems’ revenues, which
accounted for 62% of Kodak’s total revenues in 2017, declined $76 million (7%) in 2017 and $89 million (8%) in 2016.  Segment earnings declined $48 million
from 2016 to 2017 driven by competitive pricing pressures and lower volumes but increased $7 million from 2015 to 2016 due to cost
reductions.  Manufacturing efficiencies were offset by higher aluminum costs in the current year.
 


 • In Enterprise Inkjet Systems, the legacy Versamark business is expected to continue to decline as a percentage of the segment’s total revenue as the Prosper
business continues to grow.  The Prosper Inkjet Systems business is expected to continue to build profitability. Investment in the next generation technology,
Ultrastream, is focused on the ability to place Ultrastream writing systems in original equipment manufacturers and hybrid applications.  Enterprise Inkjet
Systems’ revenue declined $22 million in 2017 and was relatively flat in 2016.  Segment earnings improved $21 million from 2016 to 2017 driven by a
streamlining of the Prosper business.  Segment earnings improved by $11 million from 2015 to 2016.
 


 • Within the Flexographic Packaging segment, growth in the installed base of FLEXCEL NX System computer-to-plate (CtP) imaging and related equipment is
expected to drive continued growth of FLEXCEL NX consumables. The Other Packaging Business includes packaging printing products and services that are in
mature stages in their product life cycles. Flexographic Packaging revenue increased $13 million (10%) in 2017 and $5 million (4%) in 2016 primarily due to
the growth in FLEXCEL NX consumables.  Segment earnings improved $7 million from 2016 to 2017 and were unchanged from 2015 to 2016.


 
 • The Software and Solutions segment is comprised of Unified Workflow Solutions and Kodak Technology Solutions.  Unified Workflow Solutions is an


established product line. Kodak Technology Solutions includes document management and managed print services businesses and Kodakit. The contributions
these business initiatives make to earnings are expected to grow with a modest amount of additional investment. Software and Solutions’ revenue declined $5
million (6%) in 2017, reflecting volume declines and $30 million (25%) in 2016, primarily due to reductions in government contracts within Kodak Technology
Solutions. Sales in Kodak Technology Solutions are project based and can vary from year to year depending on the nature and number of projects in existence in
a given year.


 
 • Consumer and Film’s revenue declined $23 million (10%) from 2017 to 2016 and $48 million (18%) from 2015 to 2016.  Earnings of the Consumer and Film


segment declined $32 million (200%) and $36 million (69%) from 2016 to 2017 and from 2015 to 2016, respectively, primarily due to lower sales of ink as a
result of the declining installed base of consumer inkjet printers, increased unit costs in the film businesses and items that favorably impacted the prior
year.  Kodak plans to continue to promote the use of film to utilize as much film manufacturing capacity as possible.  


 
 • Film and related component manufacturing operations and Kodak Research Laboratories utilize capacity at Eastman Business Park (“EBP”), which helps cost


absorption at EBP.
 
 • Kodak plans to capitalize on its intellectual property through new business or licensing opportunities, focusing on opportunities in smart material applications


and printed electronics markets and also pursuing limited opportunities in 3D printing materials.
 
 • Kodak plans to continue to pursue monetization of its asset base, selling and licensing intellectual property, selling and leasing excess capacity in its properties,


and pursuing rights to an earn-out from a previous divestiture.
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DETAILED RESULTS OF OPERATIONS


Net Revenues from Continuing Operations by Reportable Segment
 


  Year Ended December 31,  
  2017   2016   2015  
(in millions)             
Print Systems  $ 942  $ 1,018  $ 1,107 
Enterprise Inkjet Systems   144   166   165 
Flexographic Packaging   145   132   127 
Software and Solutions   85   90   120 
Consumer and Film   198   221   269 
Advanced Materials and 3D Printing Technology   1   1   2 
Eastman Business Park   16   15   13 


Consolidated total  $ 1,531  $ 1,643  $ 1,803
 


 
Segment Operational EBITDA and Consolidated Earnings (Loss) from Continuing Operations Before Income Taxes
 


  Year Ended December 31,  
(in millions)  2017   2016   2015  
Print Systems  $ 58  $ 106  $ 99 
Enterprise Inkjet Systems   5   (16)   (27)
Flexographic Packaging   31   24   24 
Software and Solutions   1   1   10 
Consumer and Film   (16)   16   52 
Advanced Materials and 3D Printing Technology   (26)   (26)   (35)
Eastman Business Park   4   2   2 
All Other (1)   —   3   5 
Corporate components of pension and OPEB income (2)   144   161   133 
Depreciation and amortization   (80)   (105)   (145)
Restructuring costs and other   (38)   (16)   (38)
Stock-based compensation   (9)   (8)   (18)
Consulting and other costs (3)   (5)   (7)   (14)
Idle costs (5)   (3)   (3)   (3)
Change in U.S. vacation benefits (4)   —   —   17 
Manufacturing costs originally planned to be absorbed by
   silver halide touch screen production (6)   —   (3)   (2)
Costs previously allocated to discontinued operations (7)   —   —   (1)
Other operating (expense) income, net excluding gain related
   to Unipixel termination (8)   (28)   (16)   3 
Goodwill impairment loss (9)   (56)   —   (8)
Interest expense (9)   (32)   (60)   (63)
Loss on early extinguishment of debt, net (9)   —   (4)   — 
Other income (charges), net (9)   37   (4)   (21)
Reorganization items, net (9)   —   6   (5)
Consolidated (loss) earnings from continuing operations
   before income taxes  $ (13)  $ 51  $ (35)


 
(1) RED utilities variable interest entity which was deconsolidated as of December 31, 2016 (interest and depreciation of RED are included in the respective lines below).


(2) Composed of interest cost, expected return on plan assets, amortization of actuarial gains and losses, and curtailments and settlement components of pension and other
postretirement benefit expenses.


(3) Consulting and other costs are professional services and internal costs associated with certain corporate strategic initiatives.


(4) In the fourth quarter of 2015, Kodak changed the timing of when affected U.S. employees earn their vacation benefits, which reduced Kodak’s obligation to employees and
the related accrual by $17 million as of December 31, 2015.   The reduction in the accrual impacted gross profit by approximately $9 million, SG&A by approximately $5
million, R&D by approximately $3 million.  
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(5) Consists of third party costs such as security, maintenance, and utilities required to maintain land and buildings in certain locations not used in any Kodak operations.
 


(6) Consists of manufacturing costs originally planned to be absorbed by silver metal mesh touch screen production that are now excluded from the measure of segment profit
and loss.
 


(7) Includes indirect costs originally allocated to businesses that are now included in discontinued operations.  When the businesses met the criteria to be reported as
discontinued operations, the allocated costs were removed and recorded in continuing operations.


 
(8) In 2015 a $3 million gain was recognized related to assets that were acquired for no monetary consideration as a part of the termination of the relationship with


Unipixel.  The gain was reported in Other operating expense (income), net in the Consolidated Statement of Operations.  Other operating (income) expense, net is typically
excluded from the segment measure.  However, this particular gain was included in the Advanced Materials and 3D Printing Technology segment’s earnings in 2015.


 
(9) As reported in the Consolidated Statement of Operations.


 
 


Kodak reduced workers’ compensation reserves by approximately $8 million in both 2016 and 2015, primarily driven by changes in discount rates.   The reduction in reserves
impacted gross profit by approximately $4 million, SG&A by approximately $3 million and R&D by approximately $1 million in both years.


39







 
RESULTS OF OPERATIONS
 


  
Year Ended


December 31,  % of   
Year Ended


December 31,  % of   $ Change vs.  
Year Ended


December 31,  % of   $ Change vs. 
  2017   Sales   2016   Sales   2016   2015   Sales   2015  
Revenues  $ 1,531      $ 1,643       (112)  $ 1,803       (160)
Cost of revenues   1,176       1,240       (64)   1,422       (182)


Gross profit   355   23%   403   25%   (48)   381   21%   22 
Selling, general and administrative
   expenses   205   13%   198   12%   7   226   13%   (28)
Research and development costs   53   3%   60   4%   (7)   61   3%   (1)
Restructuring costs and other   31   2%   16   1%   15   38   2%   (22)
Other operating expense (income), net   28   2%   16   1%   12   (6)   0%   22 
Goodwill impairment loss   56   4%   —   0%   56   8   0%   (8)
(Loss) earnings from continuing
   operations before interest expense,
   loss on early extinguishment of
   debt, net, other (income) charges,
   net, reorganization items, net and
   income taxes   (18)   (1%)   113   7%   (131)   54   3%   59 
Interest expense   32   2%   60   4%   (28)   63   3%   (3)
Loss on early extinguishment of debt   —   -   4   0%   (4)   —   —   4 
Other (income) charges, net   (37)   (2%)   4   0%   (41)   21   1%   (17)
Reorganization items, net   —   -   (6)   (0%)   6   5   0%   (11)
(Loss) earnings from continuing
   operations before income
   taxes   (13)   (1%)   51   3%   (64)   (35)   (2%)   86 
(Benefit) provision for income taxes   (110)   (7%)   33   2%   (143)   32   2%   1 
Equity in loss of equity method
   investment, net of income taxes   1   0%   —   -   1   —   -   - 
Earnings (loss) from continuing
   operations   96   6%   18   1%   78   (67)   (4%)   85 
Loss from discontinued operations, net
   of income taxes   (2)   (0%)   (2)   (0%)   -   (8)   (0%)   6 
NET EARNINGS (LOSS)   94   6%   16   1%   78   (75)   (4%)   91 
Less: Net income attributable to
   noncontrolling interests   —   -   1   0%   (1)   5   0%   (4)
NET EARNINGS (LOSS)
   ATTRIBUTABLE TO
   EASTMAN KODAK COMPANY  $ 94   6%  $ 15   1%   79  $ (80)   (4%)   95


 


 


Revenues


Current Year
For the year ended December 31, 2017, revenues decreased by approximately $112 million compared with the same period in 2016. The decline was primarily driven by volume
and pricing declines within Print Systems ($80 million).  Also contributing to the decrease were volume declines from Consumer Inkjet and Industrial Films and Chemicals
within Consumer and Film ($30 million) and Enterprise Inkjet Solutions ($20 million).  Partially offsetting these declines were volume improvements in Flexographic Packaging
($11 million) and brand licensing arrangements ($8 million).  See segment discussions for additional details.
 
Prior Year
For the year ended December 31, 2016, revenues decreased by approximately $160 million compared with the same period in 2015. The decline was primarily driven by volume
and pricing declines within Print Systems ($88 million).  Also contributing to the decrease were volume declines in Consumer and Film ($44 million) and Software and
Solutions ($24 million), as well as unfavorable foreign currency rates ($11 million) and lower non-recurring intellectual property and brand licensing arrangements ($8 million).
Partially offsetting these declines were volume improvements in Flexographic Packaging ($10 million).  See segment discussions for additional details.
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Gross Profit


Current Year
Gross profit for 2017 decreased by approximately $48 million. The decrease was driven by pricing declines and lower volume within Print Systems ($35 million and $11
million, respectively), lower volume and higher manufacturing costs within Consumer and Film ($17 million and $15 million, respectively) and increased inventory write-offs
due to restructuring ($7 million). Partially offsetting these declines were the deconsolidation of the RED utilities variable interest entity ($12 million), lower depreciation
expense ($9 million, excluding depreciation within the RED utilities variable interest entity), volume improvement in Flexographic Packaging ($7 million) and brand licensing
arrangements ($8 million).  See segment discussions for additional details.


Prior Year
Gross profit for 2016 increased by approximately $22 million. The increase was driven by cost improvements within Print Systems and Enterprise Inkjet Systems ($54 million
and $13 million, respectively, excluding the impact of lower depreciation) and lower depreciation expense ($26 million) driven by Consumer and Film ($15 million).  Also
contributing were favorable impacts from pension income ($14 million), higher volume within Flexograhic Packaging ($6 million) and lower accelerated depreciation from
restructuring ($8 million). Partially offsetting these improvements were pricing declines and lower volume within Print Systems ($46 million and $6 million, respectively),
lower volume and unfavorable cost within Consumer and Film ($14 million and $10 million, respectively), unfavorable foreign currency rates ($12 million), and unfavorable
volume within Enterprise Inkjet Systems and Software and Solutions ($6 million and $5 million, respectively).  See segment discussions for additional details.


Gross profit for 2015 included a $9 million favorable impact from the reduction of an accrual due to the change in U.S. vacation benefits.


Selling, General and Administrative Expenses
Consolidated SG&A for 2017 increased $7 million due to lower pension income ($13 million) and higher SG&A in Consumer and Film ($8 million) partially offset by reduced
spending in Enterprise Inkjet Systems ($12 million).  See segment discussions for additional details.  The decrease in consolidated selling, general and administrative expenses
from 2015 to 2016 was primarily due to cost reduction actions and the favorable impact of pension and OPEB income ($14 million).


Research and Development Costs
Consolidated R&D expenses decreased $7 million in 2017 due to lower investment in R&D activities in Enterprise Inkjet Systems, Software and Solutions (both $4 million) and
Consumer and Film ($3 million) partially offset by lower pension income ($3 million).  See segment discussions for additional details.  The decrease in consolidated R&D
expenses in 2016 was primarily due to the company focusing investment in material science projects and eliminating programs that no longer aligned with this strategy. 


Restructuring Costs and Other
These costs, as well as the restructuring costs reported in Cost of revenues, are discussed under the "RESTRUCTURING COSTS AND OTHER" section in this MD&A.


Other Operating Expense (Income), Net


For details, refer to Note 13, “Other Operating Expense (Income), Net.”


Other (Income) Charges, Net


For details, refer to Note 14, “Other (Income) Charges, Net.”


Provision for Income Taxes


For details, refer to Note 15, “Income Taxes.”


Discontinued Operations


Discontinued operations of Kodak include the PI/DI Business.  Refer to Note 25, “Discontinued Operations” in the Notes to Financial Statements for additional information.


PRINT SYSTEMS SEGMENT
 
  Year Ended December 31,  
  2017   2016   $ Change   2015   $ Change  
Revenues  $ 942  $ 1,018  $ (76)  $ 1,107  $ (89)
                     
Operational EBITDA   58   106   (48)   99   7 
Operational EBITDA as a % of revenues   6%   10%       9%    
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Revenues


Current Year


The decrease in Print Systems revenues of approximately $76 million reflected lower pricing in Prepress consumables ($29 million) as a result of competitive pressures in the
industry, lower volume in Prepress consumables ($17 million), and lower volume in Electrophotographic Printing Solutions ($19 million) driven by fewer equipment placements
and declines in consumables and service.  Also contributing to the revenue decline was lower volume and pricing in Prepress service ($4 million and $2 million, respectively)
driven by continued decline in installed equipment and lower volume and pricing for equipment in Prepress Solutions ($3 million and $2 million, respectively) due to fewer
equipment placements and competitive pricing pressures.  Offsetting these declines was the favorable impact of foreign currency ($5 million).


Prior Year


The decrease in Print Systems revenues of approximately $89 million reflected lower pricing in Prepress consumables ($42 million) as a result of competitive pressures in the
industry, lower volume in Prepress consumables ($15 million), and lower volume in Electrophotographic Printing Solutions ($22 million) driven by fewer equipment placements
and declines in consumables and service.


Operational EBITDA


Current Year


The decrease in Print Systems Operational EBITDA of approximately $48 million reflected pricing and volume declines in Prepress Solutions ($35 million and $5 million,
respectively) as well as lower volume in Electrophotographic Printing Solutions ($6 million).  Manufacturing costs improvements in Prepress plates and service due to improved
manufacturing efficiency and cost improvements ($12 million) were offset by higher aluminum costs ($12 million).    


Prior Year


The increase in Print Systems Operational EBITDA of approximately $7 million was driven by manufacturing costs improvements in Prepress consumables due to lower
aluminum costs ($28 million) and improved manufacturing efficiency ($22 million) driven by the closure of the Leeds, England plant at the end of August 2015.  Also
contributing to the improvement was lower SG&A ($6 million) due to cost reductions.  Offsetting these improvements were pricing declines in Prepress consumables ($42
million) as a result of competitive pricing pressures in the industry, volume declines in Electrophotographic Printing Solutions ($3 million), lower volumes in Prepress Solutions
($3 million) and pricing declines in Electrophotographic Printing Solutions ($3 million)


ENTERPRISE INKJET SYSTEMS SEGMENT
 
  Year Ended December 31,  
  2017   2016   $ Change   2015   $ Change  
Revenues  $ 144  $ 166  $ (22)  $ 165  $ 1 
                     
Operational EBITDA   5   (16)   21   (27)   11 
Operational EBITDA as a % of revenues   3%   -10%       -16%    


 


Revenues


Current Year


 
The decrease in Enterprise Inkjet Systems revenues of approximately $22 million primarily reflected lower volume of PROSPER systems ($17 million) due to focusing on high
volume applications, as well as lower volume of components ($6 million) primarily attributed to a slow-down of equipment placements across the market.  In addition, volume
of VERSAMARK service and consumables decreased due to declines in the installed base of VERSAMARK systems ($11 million).  These unfavorable drivers were partially
offset by increased volume of PROSPER service and consumable sales ($3 million) primarily driven by a larger installed base of PROSPER systems and components, and in
Kodak Print Services ($3 million) due to 2017 being the first full year of operations.  Other favorable drivers included a revenue reduction due to consideration provided to a
customer in the prior year ($5 million) and higher volume of VERSAMARK equipment sales ($3 million) primarily due to the sale of used equipment in the first quarter of
2017.


Prior Year


Enterprise Inkjet Systems revenues were relatively flat in 2016, which primarily reflected improved volume of PROSPER service and consumable sales ($15 million) driven by
a larger installed base of PROSPER systems and components and higher volume of PROSPER equipment ($4 million).  These favorable drivers were offset by volume declines
in VERSAMARK service and consumables ($6 million) due to declines in the installed base of VERSAMARK systems and components, a revenue reduction due to
consideration provided to a customer ($5 million), unfavorable product mix in PROSPER equipment ($4 million) as well as fewer VERSAMARK equipment placements ($2
million).  
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Operational EBITDA


Current Year


The increase in Enterprise Inkjet Systems Operational EBITDA of $21 million was primarily due to a lower level of investment in marketing, advertising and sales activities
($12 million) and R&D activities ($4 million), and a revenue reduction due to consideration provided to a customer in the prior year ($4 million).  A portion of the lower
investments in marketing, advertising and sales and R&D activities represents savings from the PROSPER restructuring actions announced in January 2017 (refer to the
“Restructuring Costs and Other – Prosper Business Cost Reduction” section in this Management’s Discussion and Analysis) as well as $3 million of cost for participation in
drupa 2016 in the prior year.  In addition, there was a favorable impact from the volume improvement in PROSPER service and consumables ($1 million).  The negative impact
of the lower volume of PROSPER component sales was offset by the positive impact on profitability from the volume reduction in PROSPER systems ($3 million).  The
negative impact of the lower volume of VERSAMARK services and consumables ($3 million) was offset by improvements in manufacturing cost efficiencies ($3 million).


Prior Year


The increase in Enterprise Inkjet Systems Operational EBITDA of $11 million was driven by favorable costs ($13 million) primarily due to absorption benefits from higher
volumes of PROSPER service and consumable sales as well as lower costs for PROSPER equipment, favorable product mix of PROSPER equipment ($3 million) and lower
levels of marketing and selling expenses and R&D expenses (each $1 million).  Partially offsetting these increases was lower volume of VERSAMARK service and
consumables and fewer VERSAMARK equipment placements (each $2 million) as well as a revenue reduction due to consideration provided to a customer ($4 million).  


FLEXOGRAPHIC PACKAGING SEGMENT
 
  Year Ended December 31,  
  2017   2016   $ Change   2015   $ Change  
Revenues  $ 145  $ 132  $ 13  $ 127  $ 5 
                     
Operational EBITDA   31   24   7   24   - 
Operational EBITDA as a % of revenues   21%   18%       19%    


 


 


Revenues


Current Year


The increase in Flexographic Packaging revenues of approximately $13 million primarily reflected volume improvements in FLEXCEL NX consumables ($14 million) due to a
larger installed base of FLEXCEL NX systems, favorable equipment product mix ($2 million) and the favorable impact of currency ($1 million) partially offset by fewer
FLEXCEL NX equipment placements ($2 million) and declining revenues from Other Packaging products ($2 million).


Prior Year


The increase in Flexographic Packaging revenues of approximately $5 million primarily reflected volume improvements in FLEXCEL NX consumables ($12 million) due to a
larger installed base of FLEXCEL NX systems and higher FLEXCEL NX unit placements ($2 million).  Partially offsetting these improvements were declining revenues for
Other Packaging products ($3 million), unfavorable Packaging equipment product mix ($1 million) and unfavorable foreign currency rates ($4 million).


Operational EBITDA


Current Year


Flexographic Packaging Operational EBITDA increased by approximately $7 million.  Volume improvements in FLEXCEL NX consumables ($9 million) and the favorable
impact of currency ($2 million) and product cost improvements ($1 million) were partially offset by volume and pricing declines in Other Packaging products ($2 million) and
increased investment in sales and marketing activities ($3 million).
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Prior Year


Flexographic Packaging Operational EBITDA was unchanged in 2016 as improved gross profit driven by higher volume of FLEXCEL NX consumables ($7 million), was offset
by unfavorable currency rates ($7 million).


SOFTWARE AND SOLUTIONS SEGMENT
 
  Year Ended December 31,  
  2017   2016   $ Change   2015   $ Change  
Revenues  $ 85  $ 90  $ (5)  $ 120  $ (30)
                     
Operational EBITDA   1   1   -   10   (9)
Operational EBITDA as a % of revenues   1%   1%       8%    


 


 


Revenues


Current Year


The decrease in Software and Solutions revenues of approximately $5 million primarily reflected volume declines in Kodak Technology Solutions due to the divestiture of the
Design2Launch and brand protection businesses in the second quarter of 2016 ($2 million), and lower volume in digital front-end controllers ($2 million).


Prior Year
The decrease in Software and Solutions revenues of approximately $30 million primarily reflected volume declines in Kodak Technology Solutions due to lower revenues from
government contracts ($17 million), the divestiture of the Design2Launch and brand protection businesses in the second quarter of the current year ($5 million), lower volume in
Unified Workflow Solutions ($3 million) and unfavorable currency rates ($2 million).


Operational EBITDA


Current Year


Software and Solutions Operational EBITDA was unchanged from the prior year as a lower level of R&D expenses ($4 million) was primarily offset by lower volume in digital
front-end controllers, higher manufacturing costs and increased sales and marketing initiatives (each $1 million).


Prior Year


The decrease in Software and Solutions Operational EBITDA of approximately $9 million primarily reflected the volume declines in Kodak Technology Solutions described
above ($5 million) and lower volume in Unified Workflow Solutions ($1 million). Partially offsetting these declines were favorable impacts from divesting the Design2Launch
and brand protection businesses in the second quarter of the current year ($3 million).


CONSUMER AND FILM SEGMENT
 
  Year Ended December 31,  
  2017   2016   $ Change   2015   $ Change  
Revenues  $ 198  $ 221  $ (23)  $ 269  $ (48)
                     
Operational EBITDA   (16)   16   (32)   52   (36)
Operational EBITDA as a % of revenues   -8%   7%       19%    
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Revenues


Current Year


The decrease in Consumer and Film revenues of approximately $23 million reflected volume declines in Consumer Inkjet Systems ($16 million) driven by lower sales of ink to
the existing installed base of printers and volume declines in Industrial Film and Chemicals ($5 million) driven by lower demand for photo paper chemicals.  These unfavorable
impacts were offset by higher revenue from brand licensing ($8 million) which included a royalty payment from the modification of a brand licensing arrangement ($6 million)
and favorable pricing in Motion Picture ($2 million).  The brand licensing modification provided for a payment upon signing satisfying annual minimum royalty payments
through 2023.  Additionally, the prior year included fulfillment of a significant industrial film order ($7 million) and $3 million related to the fulfillment of motion picture film
volume commitments.


Current year brand licensing revenue included $750,000 from a license granted to WENN Digital, Inc. (“WENN”) to use Kodak’s brand in connection with WENN’s
KODAKOne image rights management platform and Kodak branded cryptocurrency for a three-year period ending December 31, 2020.  Consideration for the license included
$750,000 in cash, 50,000 shares of WENN common stock and the right to 3 million cryptocurrency coins (the “Tokens”) upon completion of WENN’s initial coin offering of the
Kodak branded cryptocurrency.  The cash, deemed value of the WENN stock ($1.25 million), and deemed value of the Tokens serve as an advance royalty to be credited against
sales based royalties in the future.  The deemed value of the Tokens will be determined one year from their receipt, not to exceed $3 million.  The advance royalty is non-
refundable.  No future sales-based royalty payment will be due until the advance royalty has been depleted.  Kodak is also entitled under the license agreement to receive 3% of
any cryptocurrency coins issued by WENN in excess of 100,000,000 coins.  The common stock of WENN and the right to receive Tokens were recorded at immaterial amounts
as of the date of the transaction and as of December 31, 2017.  Future changes in value of the common stock of WENN and the Tokens will be reported in Other (income)
charges, net in the Consolidated Statement of Operations.  The WENN shares and Tokens received by Kodak are restricted securities under applicable securities laws and may
only be resold if such sale is registered under applicable securities laws or an exemption from such registration is available.


The licensing arrangement with WENN is a transaction entered into by Kodak in the ordinary course of conducting its brand licensing business with a third party which Kodak
does not own or control.  Kodak does not have any seats on WENN’s board of directors or any contractual right to board representation.  WENN is the developer of, and will
own and operate, the KODAKOne platform.  WENN is also the issuer of the Kodak branded cryptocurrency, and Kodak will not receive any proceeds from the initial coin
offering or other issuances by WENN of such cryptocurrency.  All communications with potential investors in the initial coin offering are from WENN, and WENN will make
any offers and sales in such offering. The kodakcoin.com and kodakone.com websites are owned and managed by WENN.


Prior Year


The decrease in Consumer and Film revenues of approximately $48 million reflected volume declines in Consumer Inkjet Systems ($30 million) driven by lower sales of ink to
the existing installed base of printers and in Motion Picture, Industrial Chemicals and Films ($20 million) due to declining demand for film products. Also contributing to the
decline were lower revenues from brand licensing ($4 million) and unfavorable currency rates ($3 million). Partially offsetting these decreases were the favorable impact from a
significant industrial films order ($7 million) and the fulfillment of motion picture film volume commitments ($3 million).  Additionally, the prior year included $6 million from
a brand licensing arrangement that was amended in 2016.  The amendment eliminated a requirement for the licensee to pay quarterly royalties through the end of 2018 in return
for an upfront payment.


Operational EBITDA


Current Year


The $32 million decrease in the Consumer and Film Operational EBITDA reflected volume declines in Consumer Inkjet Systems ($12 million) driven by lower sales of ink to
the existing installed base of printers, unfavorable cost absorption in Industrial Film and Chemicals ($7 million), unfavorable manufacturing costs in Motion Picture ($9 million)
primarily due to the impact of costs associated with a vendor transition and higher SG&A ($8 million) driven by an increased investment in sales and marketing initiatives.  This
was offset by the higher brand licensing revenue ($8 million), lower R&D spending ($3 million) as the prior year included higher investment in the Super 8 movie camera,
favorable pricing in Motion Picture ($2 million) and lower costs in Consumer Inkjet ($1 million).  Additionally, the prior year included the impact of a significant industrial film
order ($6 million) and the fulfillment of motion picture film volume commitments ($3 million).


Prior Year


The $36 million decrease in the Consumer and Film Operational EBITDA was driven by the volume declines in Consumer Inkjet Systems as mentioned above ($24 million), as
well as unfavorable costs in Motion Picture, Industrial Chemicals and Films ($12 million) primarily due to lower production volume.  Also contributing were higher R&D costs
($6 million) due to increased investment in the Super 8 camera, lower revenues from brand licensing ($4 million), and unfavorable currency rates ($3 million). Partially
offsetting these decreases were the favorable impact from a significant industrial films order ($6 million), the fulfillment of motion picture film volume commitments ($3
million) and lower costs in Consumer Inkjet ($2 million).


As discussed above, 2015 included $6 million from a non-recurring brand licensing payment.
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ADVANCED MATERIALS AND 3D PRINTING TECHNOLOGY SEGMENT
 
  Year Ended December 31,  
  2017   2016   $ Change   2015   $ Change  
Revenues  $ 1  $ 1  $ -  $ 2  $ (1)
                     
Operational EBITDA   (26)   (26)   -   (35)   9 
Operational EBITDA as a % of revenues  N/M  N/M      N/M    


 


Current Year


Advanced Materials and 3D Printing Technology Operational EBITDA was unchanged.  The reduced level of investment is expected to impact segment earnings by
approximately $10 million annually.


Prior Year


Advanced Materials and 3D Printing Technology Operational EBITDA improved approximately $9 million primarily due to lower R&D costs as the company focused
investment in materials science projects and eliminated programs that no longer aligned with this strategy.  The results for 2015 included a gain related to assets that were
acquired for no monetary consideration as part of the termination of the relationship with Unipixel ($3 million).


EASTMAN BUSINESS PARK SEGMENT


Eastman Business Park revenue and Operational EBITDA did not change significantly in the reporting periods.


RESTRUCTURING COSTS AND OTHER


2017


Restructuring actions taken in 2017 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included actions associated
with the Prosper business cost reduction, voluntary workforce transition plans in the U.S., an office closure in Switzerland, the cancellation of the copper touch screen program,
as well as various targeted reductions in manufacturing, service, sales, research and development and other administrative functions.


As a result of these actions, for the year ended December 31, 2017 Kodak recorded $38 million of charges, including $7 million of charges for inventory write-downs which
were reported in Cost of revenues and $31 million which was reported as Restructuring costs and other in the accompanying Consolidated Statement of Operations.


Kodak made cash payments related to restructuring of approximately $15 million for the year ended December 31, 2017.


The restructuring actions implemented in 2017 are expected to generate future annual cash savings of approximately $40 million. These savings are expected to reduce future
annual Cost of revenues, SG&A and R&D expenses by $12 million, $18 million and $10 million, respectively. Kodak expects the majority of the annual savings to be in effect
by the end of the first half of 2018 as actions are completed.


2016


For the year ended December 31, 2016 Kodak recorded $16 million of charges, including $1 million of charges for inventory write-downs which were reported in Cost of
revenues and $15 million which were reported as Restructuring costs and other in the accompanying Consolidated Statement of Operations.


2015


For the year ended December 31, 2015 Kodak recorded $46 million of charges, including $8 million for accelerated depreciation which was reported in Cost of revenues, $37
million which was reported as Restructuring costs and other and $1 million which was reported in (Loss) earnings from discontinued operations in the accompanying
Consolidated Statement of Operations.
 
Prosper Business Cost Reduction
 
On January 12, 2017, Kodak announced an action to streamline costs in its Prosper business.  This action is pursuant to Kodak’s initiative to focus the Prosper business on
developing next generation Ultrastream technology with solutions that place writing systems in original equipment manufacturer and hybrid applications and the continued
placement of Prosper 6000 presses and components in suitable high volume applications.  The action has been substantially completed as of December 31, 2017.
 
As a result of this action, during the year ended December 31, 2017 Kodak incurred total restructuring and related charges of $12 million, including $4 million of charges related
to separation benefits, $6 million of non-cash related charges for inventory write-downs, and $2 million of non-cash related charges for asset write-offs.
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LIQUIDITY AND CAPITAL RESOURCES


2017
 


  As of December 31,  
(in millions)  2017   2016  
Cash, cash equivalents and restricted cash  $ 369  $ 478


 


 


Cash Flow Activity
 


  Year Ended December 31,      


(in millions)  2017   2016   
Year-Over-Year


Change  
Cash flows from operating activities:             
Net cash used in operating activities  $ (67)  $ (15)  $ (52)
Cash flows from investing activities:             
Net cash used in investing activities   (24)   (29)   5 
Cash flows from financing activities:             
Net cash used in financing activities   (29)   (72)   43 
Effect of exchange rate changes on cash   11   (6)   17 
Net decrease in cash, cash equivalents and restricted cash  $ (109)  $ (122)  $ 13


 


 
Operating Activities


Net cash used in operating activities increased $52 million for the year ended December 31, 2017 as compared with the prior year primarily due to increased cash usage for
working capital and lower cash earnings, partially offset by reduced payments for other liabilities in the current year.


Cash earnings included lower interest expense ($28 million) in the current year period primarily due to the prepayment of the Senior Secured Second Lien Term Credit
Agreement and $10 million in net litigation proceeds from DuPont received in the prior year period.


Investing Activities


Net cash used in investing activities improved $5 million for the year ended December 31, 2017 as compared to the prior year due to lower levels of capital expenditures and the
impact of the $3 million reduction in cash due to the deconsolidation of RED in the prior year.


Financing Activities


Net cash used in financing activities improved $43 million in the year ended December 31, 2017 as compared to the prior year primarily due to repayments of emergence credit
facilities in the prior year period partially offset by the issuance of Series A Preferred Stock.


Sources of Liquidity


Available liquidity includes cash balances and the unused portion of the Amended and Restated Credit Agreement (the “Amended Credit Agreement”).  The amount of available
liquidity is subject to fluctuations and includes cash balances held by various entities worldwide.  At December 31, 2017 and 2016, approximately $172 million and $205
million, respectively, of cash and cash equivalents were held within the U.S. and approximately $172 million and $229 million, respectively, of cash and cash equivalents were
held outside the U.S.  Cash balances held outside of the U.S. are generally required to support local country operations, may have high tax costs, or other limitations that delay
the ability to repatriate, and therefore may not be readily available for transfer to other jurisdictions.  Kodak utilizes cash balances outside the U.S. to fund needs in the U.S.
through the use of intercompany loans.  As of December 31, 2017, outstanding intercompany loans to the U.S. were $358 million which includes short-term intercompany loans
of $59 million. In China, where approximately $108 million of cash and cash equivalents were held as of December 31, 2017, there are limitations related to net asset balances
that impact the ability to make cash available to other jurisdictions in the world.  Under the terms of the Senior Secured First Lien Term Credit Agreement (the “Term Credit
Agreement”) and the Amended Credit Agreement (together with the Term Credit Agreement, the “Credit Agreements”), the Company is permitted to invest up to $100 million
at any time in subsidiaries and joint ventures that are not party to the loan agreement.


 
Kodak funded $6 million and $25 million to the Eligible Cash account held with the Amended Credit Agreement and Amended Credit Agreement Administrative Agents as of
December 31, 2017 and 2016, which is classified as Restricted cash in the Consolidated Statement of Financial Position, supporting the Excess Availability amount.  
 
During the second quarter of 2017, the Company reduced the amount of outstanding letters of credit issued under the Amended Credit Agreement by $20 million, which
increased the amount of Excess Availability by a corresponding amount, enabling the Company to release Eligible Cash. The reduction of outstanding letters of credit was
primarily attributable to the substitution of partially collateralized surety bonds in place of outstanding
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letters of credit. If the Company’s credit ratings were to decline, the Company would be required to provide up to $19 million of letters of credit to the issuers of the surety
bonds to fully collateralize the bonds.  Under the Amended Credit Agreement, if Excess Availability ($20 million as of December 31, 2017) falls below 12.5% of lender
commitments ($18.75 million as of December 31, 2017), Kodak may, in addition to the requirement to be in compliance with a minimum Fixed Charge Coverage Ratio, become
subject to cash dominion control.  Kodak intends to continue to maintain Excess Availability above the minimum threshold which may require additional funding of Eligible
Cash.  In addition to Eligible Cash, the borrowing base is supported by Eligible Receivables, Eligible Inventory and Eligible Equipment.  To the extent the assets supporting the
borrowing base decline, if the remaining assets included in the borrowing base are not sufficient to support the required Excess Availability amount, additional funding of
Eligible Cash may be required.  Since Excess Availability was greater than 12.5% of lender commitments Kodak is not required to have a minimum Fixed Charge Coverage
Ratio of 1.0 to 1.0.  As of December 31, 2017, Kodak is in compliance with all covenants under the Amended Credit Agreement.  If Kodak was required to have a Fixed Charge
Coverage Ratio of 1.0 to 1.0, as defined in the Amended Credit agreement, Fixed Charges exceeded EBITDA by approximately $6 million.


Under the terms of the Term Credit Agreement, Kodak is required to maintain a Secured Leverage Ratio not to exceed specified levels.  The Secured Leverage Ratio is tested at
the end of each quarter based on the prior four quarters and is generally determined by dividing secured debt, net of U.S. cash and cash equivalents, by consolidated EBITDA, as
calculated under the credit agreement.  The maximum Secured Leverage Ratio permitted under the Term Credit Agreement is 2.75 to 1.  As of December 31, 2017, Kodak’s
EBITDA, as calculated under the Term Credit Agreement, exceeded the EBITDA necessary to satisfy the covenant ratios by approximately $26 million.
 
Subject to Board approval and the terms of the Credit Agreements, the Company may designate Restricted Subsidiaries as Unrestricted Subsidiaries provided the aggregate sales
of all Unrestricted Subsidiaries are less than 7.5% of the consolidated sales of Kodak and the aggregate assets of all Unrestricted Subsidiaries are less than 7.5% of Kodak’s
consolidated assets. Further, under the Amended Credit Agreement, on a pro forma basis at the time of designation and immediately after giving effect thereto, Excess
Availability must be at least $30 million and the pro forma Fixed Charge Coverage Ratio must be no less than 1.0 to 1.0. Upon designation of Unrestricted Subsidiaries, the
Company will be required to provide to the Lenders reconciling statements to eliminate all financial information pertaining to Unrestricted Subsidiaries which is included in its
annual and quarterly financial statements.
 
In March, the Company expects to designate five subsidiaries as Unrestricted Subsidiaries, Kodak PE Tech, LLC, Kodak LB Tech, LLC, Kodak Realty, Inc., Kodakit Singapore
Pte. Limited and KP Services (Jersey) Ltd. This action will allow the Company to better position assets which may be monetized in the future and address costs related to
underutilized properties. Collectively, these subsidiaries have sales of approximately $7 million for the year ended December 31, 2017 and assets of $17 million as of December
31, 2017, which represent 0% and 1%, respectively, of Kodak’s consolidated sales for the year ended December 31, 2017 and consolidated assets as of December 31, 2017.  The
designation of these subsidiaries as Unrestricted Subsidiaries is expected to increase the amount by which the Company’s EBITDA, as calculated under the Term Credit
Agreement and the Amended Credit Agreement, exceeds the amount of EBITDA needed to satisfy the Net Secured Leverage Ratio covenant of 2.75 to 1.0 and the Fixed Charge
Coverage Ratio of 1.0 to 1.0, respectively.   Each of the capitalized but undefined terms has the meaning ascribed to such term in the Credit Agreements.
  
Kodak intends to conduct its operations in a manner that will result in continued compliance with the secured leverage ratio covenant; however, future compliance may depend
on Kodak undertaking one or more non-operational transactions, such as the repatriation of cash into the U.S., the management of operating cash outflows, the designation of
subsidiaries as Unrestricted Subsidiaries, a monetization of assets, a debt refinancing, the raising of equity capital, or a similar transaction.  If Kodak is unable to remain in
compliance and does not make alternate arrangements with its term lenders, an event of default would occur under Kodak’s credit agreements which, among other remedies,
would entitle the lenders or their agents to declare the outstanding obligations under the Term Credit Agreement to be immediately due and payable.


Kodak made contributions (funded plans) or paid net benefits (unfunded plans) totaling approximately $17 million relating to its defined benefit pension and postretirement
benefit plans in 2017.  For 2018, the forecasted contribution (funded plans) and net benefit payment (unfunded plans) requirements for its defined benefit pension and
postretirement plans are approximately $22 million.
 
Cash flows from investing activities included $38 million for capital expenditures for the year ended December 31, 2017.  Kodak expects approximately $30 million to $40
million of cash flows for investing activities from capital expenditures for the year ended December 31, 2018.  
 
Kodak is expanding its manufacturing facility in Weatherford, Oklahoma to provide additional production capacity for FLEXCEL NX Plates. The additional capacity will
supplement Kodak’s existing plate manufacturing facility in Yamanashi, Japan and is designed to meet increasing demand. The new production line is expected to be in full
production by mid-2019 and will initially focus on supplying FLEXCEL NX Plates to customers in the United States, Canada and Latin America. Kodak invested approximately
$7 million in 2017 and expects the total investment for the project to be approximately $16 million.


Kodak believes that its liquidity position is adequate to fund its operating and investing needs and to provide the flexibility to respond to further changes in the business
environment.  The loans made under the First Lien Term Credit Agreement become due on the earlier to occur of (i) the maturity date of September 3, 2019 or (ii) an
acceleration of such loans following the occurrence of an event of default (as defined in the First Lien Term Credit Agreement).  Kodak intends to refinance the loans under the
First Lien Term Credit Agreement before their maturity date.  See Item 1A. “Risk Factors” for a discussion of potential challenges to liquidity.
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Refer to Note 8, "Debt and Capital Leases," and Note 9, “Redeemable, Convertible Series A Preferred Stock” in the Notes to Financial Statements for further discussion of long-
term debt and convertible preferred shares.


Contractual Obligations


The impact that contractual obligations are expected to have on Kodak's cash flow in future periods is as follows:
 
      As of December 31, 2017  
(in millions)  Total   2018   2019   2020   2021   2022   2023+  
Long-term debt (1)  $ 398  $ 1  $ 395  $ 1  $ —  $ 1  $ — 
Interest payments on debt (2)   65   30   29   3   3   —   — 
Capital lease obligations   7   3   2   —   —   —   2 
Operating lease obligations   67   22   15   15   8   1   6 
Purchase obligations (3)   24   10   8   4   1   1   — 
Convertible preferred stock dividends (8)   45   11   11   11   12   —   — 
Total (4) (5) (6) (7)  $ 606  $ 77  $ 460  $ 34  $ 24  $ 3  $ 8


 


 
(1) Primarily represents the maturity values of Kodak's long-term debt obligations as of December 31, 2017.  Annual amounts represent the minimum principal payments


owed each year.  The contractual obligations do not reflect any contingent mandatory annual principal repayments that may be required to be made upon achieving certain
excess cash flow targets, as defined in the Term Credit Agreements.  Other prepayments may be required upon the occurrences of certain other events. The loans made
under the First Lien Term Credit Agreement become due on the earlier to occur of (i) the maturity date of September 3, 2019 or (ii) an acceleration of such loans following
the occurrence of an event of default (as defined in the First Lien Term Credit Agreement).  Kodak intends to refinance the loans under the First Lien Term Credit
Agreement before their maturity date.  Refer to Note 8, "Debt and Capital Leases" in the Notes to Financial Statements.


 
(2) Also includes commitment fees for the Amended Credit Agreement.


(3) Purchase obligations include agreements related to raw materials, supplies, production and administrative services, as well as marketing and advertising, that are
enforceable and legally binding on Kodak and that specify all significant terms, including: fixed or minimum quantities to be purchased; fixed, minimum or variable price
provisions; and the approximate timing of the transaction.  Purchase obligations exclude agreements that are cancelable without penalty.


(4) Due to uncertainty regarding the completion of tax audits and possible outcomes, an estimate of the timing of payments related to uncertain tax positions and interest
cannot be made.  See Note 15, “Income Taxes,” in the Notes to Financial Statements for additional information regarding Kodak’s uncertain tax positions.


(5) Funding requirements for Kodak's major defined benefit retirement plans and other postretirement benefit plans have not been determined, therefore, they have not been
included.


(6) Because timing of their future cash outflows are uncertain, the other long-term liabilities presented in Note 7, “Other Long-Term Liabilities,” in the Notes to Financial
Statements are excluded from this table.


(7) On September 3, 2013, Kodak consummated the sale of certain assets of the PI/DI Business to the KPP Purchasing Parties. Up to $35 million in aggregate of the purchase
price is subject to repayment to the KPP Purchasing Parties if the PI/DI Business does not achieve certain annual adjusted EBITDA targets over the four-year period
ending December 31, 2018.  The PI/DI Business did not achieve the annual adjusted EBITDA targets for the years ending December 31, 2016 and 2015.  As a result, $11
million of the purchase price, representing the maximum amount that could be owed for 2016 and 2015, was repaid to the KPP Purchasing Parties. The maximum amount
that could be owed in each year of the remaining two-year period is as follows: $10 million in 2018 and $14 million in 2019.  Due to uncertainty regarding the level of
annual adjusted EBITDA for the PI/DI Business, no payments have been included in the table.  Refer to Note 25, “Discontinued Operations.”


(8) On November 15, 2016, the Company issued 2,000,000 shares of 5.50% Series A Convertible Preferred Stock, no par value per share (the “Series A Preferred Stock”), for
an aggregate purchase price of $200 million, or $100 per share pursuant to a Series A Preferred Stock Purchase Agreement.  The Series A Preferred Stock has a liquidation
preference of $100 per share, and the holders of Series A Preferred Stock are entitled to cumulative dividends payable quarterly in cash at a rate of 5.50% per annum.  If
holders of the Series A Preferred stock convert their shares into common stock, dividends will decrease.  The Company is required to redeem all shares not converted prior
to the fifth anniversary of the initial issuance at $100 per share plus the amount of any accrued and unpaid dividends.  Due to uncertainty regarding the number of shares
that will be redeemed, the redemption has not been included in the above table.
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Off-Balance Sheet Arrangements


EKC guarantees obligations to third parties for some of its consolidated subsidiaries.  The maximum amount guaranteed is $9 million and the outstanding amount for those
guarantees is $3 million.


In connection with the settlement of certain of the Company’s historical environmental liabilities at EBP and in accordance with the terms of the associated settlement agreement
(“Amended EBP Settlement Agreement”), in the event the historical EBP liabilities exceed $99 million, the Company will become liable for 50% of the portion above $99
million with no limitation to the maximum potential future payments.  There is no liability recorded related to this guarantee.


Kodak issues indemnifications in certain instances when it sells businesses and real estate, and in the ordinary course of business with its customers, suppliers, service providers
and business partners.  Further, the Company indemnifies its directors and officers who are, or were, serving at the Company's request in such capacities.  Historically, costs
incurred to settle claims related to these indemnifications have not been material to Kodak’s financial position, results of operations or cash flows.  Additionally, the fair value of
the indemnifications that Kodak issued during the year ended December 31, 2017 was not material to Kodak’s financial position, results of operations or cash flows.


2016


Cash Flow Activity
 


  As of December 31,  
(in millions)  2016   2015  
Cash, cash equivalents and restricted cash  $ 478  $ 600


 


 


Cash Flow Activity
 


  Year Ended December 31,      


(in millions)  2016   2015   


Year-Over-
Year


Change  
Cash flows from operating activities:             
Net cash used in operating activities  $ (15)  $ (95)  $ 80 
             
Cash flows from investing activities:             
Net cash used in investing activities   (29)   (41)   12 
             
Cash flows from financing activities:             
Net cash used in financing activities   (72)   (1)   (71)
             
Effect of exchange rate changes on cash   (6)   (21)   15 
             
Net decrease in cash, cash equivalents and restricted cash  $ (122)  $ (158)  $ 36


 


Operating Activities
Net cash used in operating activities improved by $80 million for the year ended December 31, 2016 as compared with the prior year primarily due to improved earnings, which
includes the $10 million in net litigation proceeds from DuPont, as well as increased cash provided from declines in accounts receivable and inventory and lower levels of
liabilities as Kodak’s size declines.  


Investing Activities
Net cash used in investing activities improved $12 million for the year ended December 31, 2016 as compared to the prior year primarily due to increased proceeds from the
sales of businesses/assets.  Partially offsetting the favorable impacts was the $3 million reduction in cash due to the deconsolidation of RED.


Financing Activities
Net cash used in financing activities increased $71 million in the year ended December 31, 2016 as compared to the prior year primarily due to repayments of emergence credit
facilities partially offset by proceeds from the issuance of preferred stock and from equity transactions with non- controlling interests.


SUMMARY OF OPERATING DATA


A summary of operating data for 2017 and for the four years prior is shown in Item 6.
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ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK


Kodak, as a result of its global operating and financing activities, is exposed to changes in foreign currency exchange rates, commodity prices, and interest rates, which may
adversely affect its results of operations and financial position.  In seeking to minimize the risks associated with such activities, Kodak may enter into derivative
contracts.  Kodak does not utilize financial instruments for trading or other speculative purposes.  Foreign currency forward contracts are used to hedge existing foreign currency
denominated assets and liabilities, especially those of Kodak’s International Treasury Center.  Kodak’s exposure to changes in interest rates results from its investing and
borrowing activities used to meet its liquidity needs.  Long-term debt is generally used to finance long-term investments, while short-term debt is used to meet working capital
requirements.


Using a sensitivity analysis based on estimated fair value of open foreign currency forward contracts using available forward rates, if the U.S. dollar had been 10% stronger at
December 31, 2017 and 2016, the fair value of open forward contracts would have decreased $21 million and $20 million, respectively. Such changes in fair value would be
substantially offset by the revaluation or settlement of the underlying positions hedged.


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


Kodak’s borrowings under the First Lien Term Credit Agreement are in variable-rate instruments with an interest rate floor.  See Note 8, “Debt and Capital Leases” in the Notes
to Financial Statements.  At December 31, 2017 and 2016, the one-month LIBOR rate was approximately 1.56 % and 0.77%, respectively.    When the LIBOR rates are above
the 1% floor, interest expense increases approximately $4 million for each 1% of LIBOR above the floor ($395 million face amount of debt times 1% at December 31, 2017).


Kodak’s financial instrument counterparties are high-quality investment or commercial banks with significant experience with such instruments.  Kodak manages exposure to
counterparty credit risk by requiring specific minimum credit standards and diversification of counterparties.  Kodak has procedures to monitor the credit exposure
amounts.  The maximum credit exposure at December 31, 2017 was not significant to Kodak.
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ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
 
Report of Independent Registered Public Accounting Firm
 
To the Board of Directors and Shareholders of Eastman Kodak Company
 
Opinions on the Financial Statements and Internal Control over Financial Reporting
We have audited the accompanying consolidated statement of financial position of Eastman Kodak Company and its subsidiaries as of December 31, 2017 and 2016, and the
related consolidated statements of operations, comprehensive income (loss), equity (deficit), and cash flows for each of the three years in the period ended December 31, 2017,
including the related notes and schedule of valuation and qualifying accounts for each of the three years in the period ended December 31, 2017 appearing under Item 15(a)(2)
(collectively referred to as the “consolidated financial statements”).  We also have audited the Company's internal control over financial reporting as of December 31, 2017,
based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).  
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of December 31, 2017 and
2016, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2017 in conformity with accounting principles
generally accepted in the United States of America.  Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as
of December 31, 2017, based on criteria established in Internal Control - Integrated Framework (2013) issued by the COSO.
 
Basis for Opinions
The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting, and for its assessment
of the effectiveness of internal control over financial reporting, included in Management’s Report on Internal Control Over Financial Reporting appearing under Item 9A.  Our
responsibility is to express opinions on the Company’s consolidated financial statements and on the Company's internal control over financial reporting based on our audits.  We
are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) ("PCAOB") and are required to be independent with respect to the
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
 
We conducted our audits in accordance with the standards of the PCAOB.  Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal control over financial reporting was
maintained in all material respects.  
 
Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether
due to error or fraud, and performing procedures that respond to those risks.  Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the consolidated financial statements.  Our audits also included evaluating the accounting principles used and significant estimates made by management, as well
as evaluating the overall presentation of the consolidated financial statements.  Our audit of internal control over financial reporting included obtaining an understanding of
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk.  Our audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide a
reasonable basis for our opinions.
 
Definition and Limitations of Internal Control over Financial Reporting
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles.  A company’s internal control over financial reporting includes those
policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the company;
and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material
effect on the financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
 
/s/ PricewaterhouseCoopers LLP
Rochester, NY
March 15, 2018
 
We have served as the Company’s auditor since at least 1924.  We have not determined the specific year we began serving as auditor of the Company.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF OPERATIONS


(in millions, except per share data)
 
  Year Ended December 31,  
  2017   2016   2015  
Revenues             


Sales  $ 1,232  $ 1,320  $ 1,452 
Services   299   323   351 


Total net revenues   1,531   1,643   1,803 
Cost of revenues             


Sales   981   1,028   1,175 
Services   195   212   247 


Total cost of revenues   1,176   1,240   1,422 
Gross profit   355   403   381 


Selling, general and administrative expenses   205   198   226 
Research and development costs   53   60   61 
Restructuring costs and other   31   16   38 
Other operating expense (income), net   28   16   (6)
Goodwill impairment loss   56   —   8 
(Loss) earnings from continuing operations before interest expense, loss on
   early extinguishment of debt, net, other charges, net, reorganization items,
   net and income taxes   (18)   113   54 
Interest expense   32   60   63 
Loss on early extinguishment of debt   —   4   — 
Other (income) charges, net   (37)   4   21 
Reorganization items, net   —   (6)   5 
(Loss) earnings from continuing operations before income taxes   (13)   51   (35)
(Benefit) provision for income taxes   (110)   33   32 
Equity in loss of equity method investment, net of income
   taxes   1   —   — 
Earnings (loss) from continuing operations   96   18   (67)
Loss from discontinued operations, net of income taxes   (2)   (2)   (8)
NET EARNINGS (LOSS)   94   16   (75)
Less: Net income attributable to non-controlling interests   —   1   5 
NET EARNINGS (LOSS) ATTRIBUTABLE TO EASTMAN KODAK COMPANY  $ 94  $ 15  $ (80)


             
Basic (loss) earnings per share attributable to
   Eastman Kodak Company common shareholders:             


Continuing operations  $ 1.81  $ 0.33  $ (1.72)
Discontinued operations   (0.05)   (0.05)   (0.19)
Total  $ 1.76  $ 0.28  $ (1.91)


             
Diluted (loss) earnings per share attributable to Eastman Kodak Company common shareholders:             


Continuing operations  $ 1.81  $ 0.33  $ (1.72)
Discontinued operations   (0.05)   (0.05)   (0.19)
Total  $ 1.76  $ 0.28  $ (1.91)


             
Number of common shares used in basic and diluted (loss) earnings per share             


Basic   42.5   42.2   41.9 
Diluted   42.7   42.5   41.9


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)


(in millions)
 
  Year Ended December 31,  
  2017   2016   2015  
NET EARNINGS (LOSS)  $ 94  $ 16  $ (75)


Less: net income attributable to non-controlling interests   —   1   5 
Net earnings (loss) attributable to Eastman Kodak Company   94   15   (80)
             
Other comprehensive loss, net:             
Currency translation adjustments   11   (29)   (35)
Reclassification of realized (gains) losses on available-for-sale securities included in net
earnings, net of tax   —   (2)   2 
Pension and other postretirement benefit plan obligation activity, net of tax   36   (140)   (98)
Other comprehensive income (loss), net attributable to Eastman Kodak Company   47   (171)   (131)
COMPREHENSIVE INCOME (LOSS), NET ATTRIBUTABLE TO EASTMAN KODAK
   COMPANY  $ 141  $ (156)  $ (211)
 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION


(in millions)
 
  As of December 31,  
  2017   2016  
ASSETS         
Cash and cash equivalents  $ 344  $ 434 
Trade receivables, net of allowances of $9 and $8, respectively   282   277 
Inventories, net   276   271 
Other current assets   56   57 


Total current assets   958   1,039 
Property, plant and equipment, net of accumulated depreciation of $394 and $344, respectively   314   342 
Goodwill   32   88 
Intangible assets, net   86   121 
Restricted cash   17   36 
Deferred income taxes   188   35 
Other long-term assets   112   115 


TOTAL ASSETS  $ 1,707  $ 1,776 
         
LIABILITIES, REDEEMABLE, CONVERTIBLE PREFERRED STOCK AND EQUITY (DEFICIT)         
Accounts payable, trade  $ 198  $ 200 
Short-term borrowings and current portion of long-term debt   4   6 
Other current liabilities   217   211 


Total current liabilities   419   417 
Long-term debt, net of current portion   399   405 
Pension and other postretirement liabilities   466   603 
Other long-term liabilities   202   268 
Total liabilities   1,486   1,693 
         
Commitments and contingencies (Note 10)         
         
Redeemable, convertible Series A preferred stock, no par value, $100 per share liquidation preference   164   156 
         
Equity (Deficit)         
Common stock, $0.01 par value   —   — 
Additional paid in capital   631   641 
Treasury stock, at cost   (9)   (8)
Accumulated deficit   (174)   (268)
Accumulated other comprehensive loss   (391)   (438)


Total equity (deficit)   57   (73)
TOTAL LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK AND EQUITY (DEFICIT)  $ 1,707  $ 1,776


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF EQUITY (DEFICIT)


(in millions, except share data)
 


  Eastman Kodak Company Shareholders              


  
Common
Stock (1)   


Additional
Paid in
Capital   


Accumulated
Deficit   


Accumulated
Other


Comprehensive
Loss   


Treasury
Stock   Total   


Non-
controlling
Interests   Total   


Series A
Redeemable
Convertible
Preferred


Stock  
Equity (deficit) as of December 31, 2014  $ —  $ 621  $ (204)  $ (136)  $ (4)   277  $ 22  $ 299  $ — 
Equity transactions with non-controlling
   interest   —   —   1   —   —   1   (2)   (1)   — 
Net (loss) earnings   —   —   (80)   —   —   (80)   5   (75)   — 
Other comprehensive income (loss) (net of
tax):                                     


Currency translation adjustments   —   —   —   (35)   —   (35)   —   (35)   — 
Reclassification of realized losses
   on available-for-sale securities
   included in net earnings, net of
   tax   —   —   —   2   —   2   —   2   — 
Pension and other postretirement
   liability adjustments   —   —   —   (98)   —   (98)   —   (98)   — 


Stock-based compensation   —   12   —   —   —   12   —   12   — 
Purchases of treasury stock, (84,678
   shares) (2)   —   —   —   —   (1)   (1)   —   (1)   — 
Equity (deficit) as of December 31, 2015  $ —  $ 633  $ (283)  $ (267)  $ (5)  $ 78  $ 25  $ 103  $ — 
Equity transactions with
   non-controlling interest   —   —   —   —   —   —   15   15   — 
Net earnings   —   —   15   —   —   15   1   16   — 
Other comprehensive loss (net of tax):                                     


Currency translation adjustments   —   —   —   (29)   —   (29)   —   (29)   — 
Reclassification of realized gains
   on available-for-sale securities
   included in net earnings,
   net of tax   —   —   —   (2)   —   (2)   —   (2)   — 
Pension and other postretirement
   liability adjustments   —   —   —   (140)   —   (140)   —   (140)   — 


Issuance of redeemable, convertible
  Series A preferred stock, net of
  offering costs   —   —   —   —   —   —   —   —   155 
Series A preferred stock cash
   dividends   —   (2)   —   —   —   (2)   —   (2)   — 
Series A preferred stock deemed
   dividends   —   (1)   —   —   —   (1)   —   (1)   1 
Stock-based compensation   —   9   —   —   —   9   —   9   — 
Stock issued to settle 2015 incentive
compensation   —   2   —   —   —   2       2   — 
Purchases of treasury stock,
   (175,715 shares) (2)   —   —   —   —   (3)   (3)   —   (3)   — 
Deconsolidation of RED   —   —   —   —   —   —   (41)   (41)   — 
Equity (deficit) as of December 31, 2016  $ —  $ 641  $ (268)  $ (438)  $ (8)  $ (73)  $ —  $ (73)  $ 156


 


 
 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF EQUITY (DEFICIT) (Continued)


(in millions, except share data)
  Eastman Kodak Company Shareholders              


  
Common
Stock (1)   


Additional
Paid in
Capital   


Accumulated
Deficit   


Accumulated
Other


Comprehensive
Income (Loss)   


Treasury
Stock   Total   


Non-
controlling
Interests   Total   


Series A
Redeemable
Convertible
Preferred


Stock  
Equity (deficit) as of December 31, 2016  $ —  $ 641  $ (268)  $ (438)  $ (8)  $ (73)  $ —  $ (73)  $ 156 
Net (loss) earnings   —   —   94   —   —   94   —   94   — 
Other comprehensive loss (net of tax):                                     


Currency translation adjustments   —   —   —   11   —   11   —   11   — 
Pension and other postretirement
   liability adjustments   —   —   —   36   —   36   —   36   — 


Series A preferred stock cash
   dividends   —   (11)   —   —   —   (11)   —   (11)   — 
Series A preferred stock deemed
   dividends   —   (8)   —   —   —   (8)   —   (8)   8 
Stock-based compensation   —   9   —   —   —   9   —   9   — 
Purchases of treasury stock, (98,056
   shares) (2)   —   —   —   —   (1)   (1)   —   (1)   — 
Equity (deficit) as of December 31, 2017  $ —  $ 631  $ (174)  $ (391)  $ (9)  $ 57  $ —  $ 57  $ 164


 


(1) There are 60 million shares of no par value preferred stock authorized, 2 million of which have been issued.


(2) Represents purchases of common stock and/ or warrants to satisfy tax withholding obligations.
 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOW


  Year Ended December 31,  
(in millions)  2017   2016   2015  
Cash flows from operating activities:             
Net earnings (loss)  $ 94  $ 16  $ (75)
Adjustments to reconcile to net cash used in operating activities:             
Depreciation and amortization   80   105   145 
Pension and other postretirement income   (119)   (147)   (107)
Change in fair value of embedded conversion features derivative liability   (47)   —   — 
Non-cash restructuring costs, asset impairments and other charges   89   20   9 
Prosper asset remeasurement   12   —   — 
Stock based compensation   9   8   18 
Non-cash changes in employee benefit reserves   —   (8)   (25)
Net gains on sales of businesses/assets   (8)   (9)   (4)
Loss on deconsolidation of RED   —   15   — 
Gain on assets acquired for no monetary consideration   —   —   (3)
Reorganization items:             


Payment of claims   —   —   (10)
Other non-cash reorganization items, net   —   (7)   4 


Loss on early extinguishment of debt   —   4   — 
(Benefit) provision for deferred income taxes   (129)   15   6 
Decrease in trade receivables   11   25   21 
(Increase) decrease in inventories   (4)   16   12 
(Decrease) increase in trade accounts payable   (14)   13   3 
Decrease in liabilities excluding borrowings   (37)   (74)   (104)
Other items, net   (4)   (7)   15 
Total adjustments   (161)   (31)   (20)
Net cash used in operating activities   (67)   (15)   (95)
             
Cash flows from investing activities:             
Additions to properties   (38)   (41)   (43)
Net proceeds from sales of businesses/assets, net   13   13   2 
Proceeds from sales of marketable securities   1   2   — 
Reduction in cash due to deconsolidation of RED   —   (3)   — 
Net cash used in investing activities   (24)   (29)   (41)
             
Cash flows from financing activities:             
Repayment of emergence credit facilities   (7)   (282)   (4)
Preferred stock dividend payments   (10)   —   — 
Net proceeds from the issuance of preferred stock   —   198   — 
Payment of contingent consideration related to the sale of a business   (7)   (4)   — 
Capital lease payments   (4)   —   — 
Treasury stock purchases   (1)   (3)   (1)
Equity transactions of noncontrolling interests   —   15   (1)
Net proceeds of other borrowings   —   —   5 
Proceeds from sale leaseback transactions   —   4   — 
Net cash used in financing activities   (29)   (72)   (1)
Effect of exchange rate changes on cash, cash equivalents and
   restricted cash   11   (6)   (21)
Net decrease in cash and cash equivalents and restricted cash   (109)   (122)   (158)
Cash and cash equivalents and restricted cash, beginning of period   478   600   758 
Cash and cash equivalents and restricted cash, end of period  $ 369  $ 478  $ 600


 


The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)


(in millions)


SUPPLEMENTAL CASH FLOW INFORMATION
 
  Year Ended December 31,  
  2017   2016   2015  
Cash paid for interest and income taxes was:             
Interest, net of portion capitalized of $1, $0 and $2 as of December 31, 2017,
   2016 and 2015, respectively  $ 31  $ 58  $ 60 
Income taxes (net of refunds)  $ 18  $ 24  $ 12


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
NOTES TO FINANCIAL STATEMENTS
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES


ACCOUNTING PRINCIPLES


The consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United States of America (“U.S.
GAAP”).  The following is a description of the significant accounting policies of Kodak.


BASIS OF CONSOLIDATION


The consolidated financial statements include the accounts of EKC and all companies directly or indirectly controlled by EKC, either through majority ownership or
otherwise.  Kodak consolidates variable interest entities if Kodak has a controlling financial interest and is determined to be the primary beneficiary of the entity.


In 2013, Kodak sold certain utilities and related facilities and entered into utilities supply and servicing arrangements with RED – Rochester, LLP (“RED”), a variable interest
entity (“VIE”).  Kodak determined it was the primary beneficiary and consolidated the financial statements of the VIE. In September 2016, RED’s parent, RED Investment, LLC
and its portfolio of four U.S. facilities (including RED) were acquired. During the fourth quarter of 2016, RED’s parent increased its equity investment in RED in conjunction
with RED’s project to replace and convert its coal-fired boilers by installing new steam generating equipment to achieve compliance with EPA air emissions regulations
(“MACT Upgrade”).  With the third quarter change in ownership, the reduction in certain rights and obligations of Kodak, the increase in equity and progress towards
completion of the MACT Upgrade, Kodak determined it was no longer the primary beneficiary and RED was deconsolidated. Upon deconsolidation, Kodak derecognized all
assets and liabilities of RED and recognized a loss of $15 million, representing the difference between the carrying value of the net assets sold to RED and RED’s equity in those
assets.  The loss was reported in Other operating expense, net in the Consolidated Statement of Operations.  RED’s results of operations are reflected in net income attributable
to non-controlling interest in the accompanying Consolidated Statement of Operations through December 31, 2016 at which point the VIE was deconsolidated.
 
Reclassifications


Certain amounts for prior periods have been reclassified to conform to the current period classification due to changes to Kodak’s organization structure effective January 1,
2017 and April 1, 2017 and a change in the presentation of discontinued operations and assets held for sale. In addition to the changes in segment reporting under the new
organization structure, solvent recovery income for the Consumer and Film segment previously reported in Cost of Revenues is reported in Revenues and there is a change in the
segment measure of profitability. Refer to Note 24, “Segment Information” and Note 25, “Discontinued Operations” for additional information.


USE OF ESTIMATES


The preparation of financial statements in conformity with U.S. GAAP accounting requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of commitments and contingencies at year end, and the reported amounts of revenues and expenses during the reporting periods
presented.  Actual results could differ from these estimates.


FOREIGN CURRENCY


For most subsidiaries and branches outside the U.S., the local currency is the functional currency.  The financial statements of these subsidiaries and branches are translated into
U.S. dollars as follows: assets and liabilities at year-end exchange rates; revenue, expenses and cash flows at average exchange rates; and shareholders’ equity at historical
exchange rates.  For those subsidiaries for which the local currency is the functional currency, the resulting translation adjustment is recorded as a component of Accumulated
other comprehensive loss in the accompanying Consolidated Statement of Financial Position.


For certain other subsidiaries and branches outside the U.S., operations are conducted primarily in U.S. dollars, which is therefore the functional currency.  Monetary assets and
liabilities of these foreign subsidiaries and branches, which are recorded in local currency, are remeasured at year-end exchange rates, while the related revenue, expense, and
gain and loss accounts, which are recorded in local currency, are remeasured at average exchange rates.  Non-monetary assets and liabilities, and the related revenue, expense,
and gain and loss accounts, are remeasured at historical exchange rates.  Adjustments that result from the remeasurement of the assets and liabilities of these subsidiaries are
included in Other (income) charges, net in the accompanying Consolidated Statement of Operations.


The effects of foreign currency transactions, including related hedging activities, are included in Other (income) charges, net, in the accompanying Consolidated Statement of
Operations.


CONCENTRATION OF CREDIT RISK


Financial instruments that potentially subject Kodak to significant concentrations of credit risk consist principally of cash and cash equivalents, receivables, restricted cash and
derivative instruments.  Kodak places its cash, cash equivalents and restricted cash with high-quality financial
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institutions and limits the amount of credit exposure to any one institution.  With respect to receivables, such receivables arise from sales to numerous customers in a variety of
industries, markets, and geographies around the world.  Receivables arising from these sales are generally not collateralized.  Kodak performs ongoing credit evaluations of its
customers’ financial conditions, and maintains reserves for potential credit losses and such losses, in the aggregate, have not exceeded management’s
expectations.  Counterparties to the derivative instrument contracts are major financial institutions.  Kodak has not experienced non-performance by any of its derivative
instruments counterparties.


CASH EQUIVALENTS


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


INVENTORIES


Inventories are stated at the lower of cost or market.  The cost of all of Kodak’s inventories is determined by the average cost method, which approximates current cost.  Kodak
provides inventory reserves for excess, obsolete or slow-moving inventory based on changes in customer demand, technology developments or other economic factors.


PROPERTY, PLANT AND EQUIPMENT


Property, plant and equipment are recorded at cost, net of accumulated depreciation.  Kodak capitalizes additions and improvements while maintenance and repairs are charged
to expense as incurred.  Upon sale or other disposition, the applicable amounts of asset cost and accumulated depreciation are removed from the accounts and the net amount,
less proceeds from disposal, is charged or credited to net (loss) earnings.


Kodak calculates depreciation expense using the straight-line method over the assets’ estimated useful lives, which are as follows:
 


  
Estimated Useful


Lives
Buildings and building improvements  5-40
Land improvements  4-20
Leasehold improvements  3-20
Equipment  3-20
Tooling  1-3
Furniture and fixtures  5-10


 
Kodak depreciates leasehold improvements over the shorter of the lease term or the asset’s estimated useful life.


Equipment subject to operating leases is included in Property, plant and equipment, net in the Consolidated Statement of Financial Position.  Equipment subject to operating
leases consists of equipment rented to customers and is depreciated to estimated salvage value over its expected useful life.  Equipment operating lease terms and depreciable
lives generally vary from 3 to 7 years.


GOODWILL


Goodwill is not amortized, but is required to be assessed for impairment at least annually and whenever events or changes in circumstances occur that would more likely than
not reduce the fair value of the reporting unit below its carrying amount.


When testing goodwill for impairment, Kodak may assess qualitative factors for some or all of its reporting units to determine whether it is more likely than not (that is, a
likelihood of more than 50 percent) that the fair value of a reporting unit is less than its carrying amount, including goodwill.  If Kodak determines based on this qualitative test
of impairment that it is more likely than not that a reporting unit’s fair value is less than its carrying amount, or elects to bypass the qualitative assessment for some or all of its
reporting units, then a quantitative goodwill impairment test is performed to test for a potential impairment of goodwill.  The amount of goodwill impairment, if any, is
calculated as the amount by which a reporting unit’s carrying value exceeds its fair value, not to exceed the carrying amount of goodwill.  Determining the fair value of a
reporting unit involves the use of significant estimates and assumptions.  Refer to Note 5, “Goodwill and Other Intangible Assets”.


WORKERS’ COMPENSATION


Kodak self-insures and participates in high-deductible insurance programs with retention and per occurrence deductible levels for claims related to workers’ compensation. The
estimated liability for workers’ compensation is based on actuarially estimated, discounted cost of claims, including claims incurred but not reported.   Historical loss
development factors are utilized to project the future development of incurred losses, and the amounts are adjusted based on actual claim experience, settlements, claim
development trends, changes in state regulations and judicial interpretations.  Refer to Note 6, “Other Current Liabilities” and Note 7, “Other Long-Term Liabilities” for the
estimated liabilities.  Amounts recoverable from insurance companies or third parties are estimated using historical experience and estimates of future recoveries.  Estimated
recoveries are not offset against the related accrual.  The amount recorded for the estimated recoveries at December 31, 2017 and 2016 was $25 million and $27 million,
respectively, of which $22 million and $24 million, respectively, is reported in Other long-term assets in the Consolidated
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Statement of Financial Position.  The remaining $3 million at each year end is reported in Other current assets in the Consolidated Statement of Financial Position. 


REVENUE


Kodak’s revenue transactions include sales of products (such as components and consumables for use in Kodak and other manufacturers’ equipment and film based products);
equipment; software; services; integrated solutions; and intellectual property and brand licensing.  Kodak recognizes revenue when realized or realizable and earned, which is
when the following criteria are met: (1) persuasive evidence of an arrangement exists; (2) delivery has occurred; (3) the sales price is fixed or determinable; and (4) collectability
is reasonably assured.  At the time revenue is recognized, Kodak provides for the estimated costs of customer incentive programs, warranties and estimated returns and reduces
revenue accordingly.  For those incentives that require the estimation of sales volumes or redemption rates, such as for volume rebates, Kodak uses historical experience and
internal and customer data to estimate the sales incentive at the time revenue is recognized.  Kodak accrues the estimated cost of post-sale obligations, including basic product
warranties, based on historical experience at the time Kodak recognizes revenue.


For product sales, the revenue recognition criteria are generally met when title and risk of loss have transferred from Kodak to the buyer, which may be upon shipment or upon
delivery to the customer site, based on contract terms or legal requirements in certain jurisdictions.
 
For equipment sales, the recognition criteria are generally met when the equipment is delivered and installed at the customer site.  Revenue is recognized for equipment upon
delivery as opposed to upon installation when the equipment has stand-alone value to the customer, and the amount of revenue allocable to the equipment is not legally
contingent upon the completion of the installation.  In instances in which the agreement with the customer contains a customer acceptance clause, revenue is deferred until
customer acceptance is obtained, provided the customer acceptance clause is considered to be substantive.  For certain agreements, Kodak does not consider these customer
acceptance clauses to be substantive because Kodak can and does replicate the customer acceptance test environment and performs the agreed upon product testing prior to
shipment.  In these instances, revenue is recognized upon installation of the equipment.


Revenue from services includes extended warranty, customer support and maintenance agreements, consulting, business process services, training and education.  Service
revenue is recognized over the contractual period or as services are performed.  In service arrangements where final acceptance of a system or solution by the customer is
required, revenue is deferred until all acceptance criteria have been met.


The timing and the amount of revenue recognized from the licensing of intellectual property depend upon a variety of factors, including the specific terms of each agreement and
the nature of the deliverables and obligations.  Revenue is only recognized after all of the following criteria are met: (1) Kodak enters into a legally binding arrangement with a
licensee of Kodak’s intellectual property, (2) Kodak delivers the technology or intellectual property rights, (3) licensee payment is deemed fixed or determinable and free of
contingencies or significant uncertainties, and (4) collection from the licensee is reasonably assured.


Most of Kodak’s equipment has both software and non-software components that function together to deliver the equipment’s essential functionality and therefore they are
accounted for together as non-software deliverables.  Non-essential software sold in connection with Kodak’s equipment sales is accounted for as separate deliverables or
elements.  In most cases, these software products sold as part of a multiple element arrangement include software maintenance agreements as well as unspecified upgrades or
enhancements on a when-and-if-available basis.  In multiple element arrangements where non-essential software deliverables are included, revenue is allocated to non-software
and to software deliverables each as a group based on relative selling prices of each of the deliverables in the arrangement.  Revenue allocated to software licenses is recognized
when all revenue recognition criteria have been met.  Revenue generated from maintenance and unspecified upgrades or updates on a when-and-if-available basis is recognized
over the contract period.


RESEARCH AND DEVELOPMENT COSTS


R&D costs, which include costs incurred in connection with new product development, fundamental and exploratory research, process improvement, product use technology and
product accreditation, are expensed in the period in which they are incurred.


ADVERTISING


Advertising costs are expensed as incurred and are included in Selling, general and administrative expenses in the accompanying Consolidated Statement of
Operations.  Advertising expenses amounted to $7 million, $13 million and $8 million for the years ended December 31, 2017, 2016 and 2015, respectively.  Advertising
expenses in 2016 included $6 million related to drupa 2016, a print industry trade show which occurs every four years.


SHIPPING AND HANDLING COSTS


Amounts charged to customers and costs incurred by Kodak related to shipping and handling are included in net sales and cost of sales, respectively.
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IMPAIRMENT OF LONG-LIVED ASSETS


The carrying values of long-lived assets, other than goodwill and intangible assets with indefinite useful lives, are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying values may not be recoverable.


The recoverability of the carrying values of long-lived assets is assessed by first grouping long-lived assets with other assets and liabilities at the lowest level for which
identifiable cash flows are largely independent of the cash flows of other assets and liabilities (the asset group) and, secondly, by estimating the undiscounted future cash flows
that are directly associated with and that are expected to arise from the use of and eventual disposition of such asset group.  Kodak estimates the undiscounted cash flows over
the remaining useful life of the primary asset within the asset group.  If the carrying value of the asset group exceeds the estimated undiscounted cash flows, Kodak records an
impairment charge to the extent the carrying value of the long-lived asset exceeds its fair value.  Kodak determines fair value through quoted market prices in active markets or,
if quoted market prices are unavailable, through the performance of internal analyses of discounted cash flows.


The remaining useful lives of long-lived assets are reviewed in connection with the assessment of recoverability of long-lived assets and the ongoing strategic review of the
business and operations.  If the review indicates that the remaining useful life of the long-lived asset has changed significantly, the depreciation on that asset is adjusted to
facilitate full cost recovery over its revised estimated remaining useful life.


The carrying values of indefinite-lived intangible assets are evaluated for potential impairment annually or whenever events or changes in circumstances indicate that it is more
likely than not that the asset is impaired. Refer to Note 5, “Goodwill and Other Intangible Assets.”


INCOME TAXES


Kodak recognizes deferred tax liabilities and assets for the expected future tax consequences of operating losses, credit carry-forwards and temporary differences between the
carrying amounts and tax basis of Kodak’s assets and liabilities.  Kodak records a valuation allowance to reduce its net deferred tax assets to the amount that is more likely than
not to be realized.  For discussion of the amounts and components of the valuation allowances as of December 31, 2017 and 2016, refer to Note 15, “Income Taxes.”


The undistributed earnings of Kodak’s foreign subsidiaries are not considered permanently reinvested.  Kodak has recognized a deferred tax liability (net of related foreign tax
credits) on the foreign subsidiaries’ undistributed earnings. 
 
RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS
 
In May 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No 2017-09, Compensation—Stock Compensation (Topic
718) — Scope of Modification Accounting, to clarify when to account for a change to the terms or conditions of a share-based payment award as a modification. Under the new
standard, modification is required only if the fair value, the vesting conditions, or the classification of an award as equity or liability changes as a result of the change in terms or
conditions. The ASU is effective prospectively for annual and interim periods beginning after December 15, 2017 (January 1, 2018 for Kodak). Early adoption is permitted,
including adoption in any interim period, for reporting periods for which financial statements have not yet been issued.  Kodak early adopted ASU 2017-09 effective April 1,
2017.  The adoption of this guidance had no impact on Kodak’s Consolidated Financial Statements.
 
In January 2017, the FASB issued ASU No: 2017-04, Intangibles – Goodwill and Other (Topic 350): Simplifying the Accounting for Goodwill Impairment.  The ASU simplifies
the accounting for goodwill impairment by removing Step 2 of the goodwill impairment test, which required a hypothetical purchase price allocation. The ASU requires entities
to calculate a goodwill impairment as the amount by which a reporting unit’s carrying value exceeds its fair value, not to exceed the carrying amount of goodwill.  The same
one-step impairment test applies to goodwill at all reporting units, even those with zero or negative carrying amounts. The ASU requires entities to disclose the amount of
goodwill at reporting units with zero or negative carrying amounts. The ASU is effective prospectively for annual periods beginning after December 15, 2019, (January 1, 2020
for Kodak) with early adoption permitted for goodwill impairment tests performed after January 1, 2017.  Kodak early adopted ASU 2017-04 effective January 1, 2017.  The
adoption of this guidance had no impact on Kodak’s Consolidated Financial Statements.  As of December 31, 2017, the Unified Workflow Solutions reporting unit had a
negative carrying value.  Total goodwill assigned to the Unified Workflow Solutions reporting unit is $6 million.  
 
In November 2016, the FASB issued ASU 2016-18 Statement of Cash Flows (Topic 230): Restricted Cash.  ASU 2016-18 requires entities to show the changes in the total of
cash, cash equivalents, restricted cash and restricted cash equivalents in the statement of cash flows.  As a result, entities will no longer present transfers between cash and cash
equivalents and restricted cash and restricted cash equivalents in the statement of cash flows. The ASU requires changes in the Company’s restricted cash to be classified as
either operating activities, investing activities or financing activities in the Consolidated Statement of Cash Flows, depending on the nature of the activities that gave rise to the
restriction.  The new standard is effective for annual reporting periods beginning after December 15, 2017, (January 1, 2018 for Kodak) including interim reporting periods
within those annual reporting periods.  Early adoption in an interim period is permitted, but any adjustments must be reflected as of the beginning of the fiscal year that includes
that interim period.  Kodak early adopted ASU 2016-18 effective January 1, 2017.  The adoption resulted in a decrease of $8 million in net cash flows used by investing
activities and a decrease of $1 million in the effect of exchange rate changes on cash, cash equivalents and restricted cash from what was previously reported for the year ended
December 31, 2016 and an increase of $10 million in net cash flows used by investing activities and a $3 million decrease in the effect of exchange rate changes on cash, cash
equivalents and restricted cash from what was previously reported for the year ended December 31, 2015.
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In October 2016, the FASB issued ASU 2016-16, Income Taxes (Topic 740): Intra-Entity Transfers of Assets Other than Inventory.  ASU 2016-16 requires the recognition of the
income tax consequences of intra-entity transfers of assets other than inventory when the transfer occurs.  The new standard is effective on a modified retrospective basis for
annual reporting periods beginning after December 15, 2017, (January 1, 2018 for Kodak) including interim reporting periods within those annual reporting periods.  Early
adoption is permitted as of the beginning of an annual reporting period for which financial statements (interim or annual) have not been issued or made available for issuance
(January 1, 2017 for Kodak).  Kodak early adopted ASU 2016-16 on a modified retrospective basis during the first quarter of 2017.  The adoption of this guidance had no impact
on Kodak’s Consolidated Financial Statements.
 
In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments.  ASU 2016-15 provides
clarification with respect to classification of several cash flow issues on the Statement of Cash Flows including debt prepayment or extinguishment costs, proceeds from the
settlement of insurance claims, and distributions received from equity method investees.   The new standard is effective for fiscal years, and for interim periods within those
fiscal years, beginning after December 15, 2017 (January 1, 2018 for Kodak).  Kodak early adopted ASU 2016-15 retrospectively effective January 1, 2017.  The adoption of
this guidance had no impact on Kodak’s Consolidated Financial Statements.
 
RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS
 
In February 2018, the FASB issued ASU 2018-02, “Income Statement—Reporting Comprehensive Income (Topic 220): Reclassification of Certain Tax Effects from
Accumulated Other Comprehensive Income”. The ASU addresses certain stranded income tax effects in accumulated other comprehensive income (AOCI) resulting from the
2017 Tax Act. The ASU provides an option to reclassify stranded tax effects within AOCI to retained earnings in each period in which the effect of the change in the U.S.
federal corporate income tax rate in the 2017 Tax Act (or portion thereof) is recorded and requires additional disclosures.  The ASU is effective for fiscal years beginning after
December 15, 2018 (January 1, 2019 for Kodak) and interim periods within those fiscal years.  Early adoption is permitted and may be applied either in the period of adoption or
retrospectively to each period (or periods) in which the effect of the change in the U.S. federal corporate income tax rate in the 2017 Tax Act is recognized.  Kodak is currently
evaluating the impact of this ASU.
 
In March 2017, the FASB issued ASU 2017-07, Compensation—Retirement Benefits (Topic 715):  Improving the Presentation of Net Periodic Pension Cost and Net Periodic
Postretirement Benefit Cost.  ASU 2017-07 requires entities to report the service cost component in the same line item(s) as other compensation costs arising from services
rendered during the period and to report all other components of net benefit costs outside a subtotal of income from operations.  In addition, the ASU allows only the service
cost component to be eligible for capitalization when applicable.  ASU 2017-07 is effective for fiscal years, and interim periods within those years, beginning after December 15,
2017 (January 1, 2018 for Kodak).  Retrospective application is required for the presentation of the service cost and other cost components however the restrictions on the
capitalization eligibility will be applied prospectively from the date of adoption.  The components of net benefit cost are shown in Note 17, “Retirement Plans and Note 18
“Other Postretirement Benefits”.  The guidance will impact presentation in the Consolidated Financial Statements and the capitalization of costs to inventory.  The current
presentation of the service cost component is consistent with the requirements of the new standard.  Upon adoption, the other components (which are currently being presented
within Cost of revenues, Selling and general administrative expenses and Research and development costs) are expected to be presented separately on the face of the
Consolidated Statement of Operations.  The segment measure of profit and loss currently includes only the service cost and amortization of prior service credits components of
net periodic pension and postretirement benefit costs (refer to Note 24, “Segment Information”). Effective January 1, 2018, the segment measure of profit and loss only includes
the service cost component of net periodic pension and postretirement benefit costs.  
 
In February 2017, the FASB issued ASU 2017-05, Other Income—Gains and Losses from the Derecognition of Nonfinancial Assets (Subtopic 610-20): Clarifying the Scope of
Asset Derecognition Guidance and Accounting for Partial Sales of Nonfinancial Assets.  ASU 2017-05 defines in-substance nonfinancial assets, provides guidance with respect
to accounting for partial sales of nonfinancial assets and conforms the derecognition guidance on nonfinancial assets with the model for transactions in the new revenue standard
(Topic 606 as described below).  ASU 2017-05 is effective for fiscal years, and interim periods within those years, beginning after December 15, 2017 (January 1, 2018 for
Kodak) and allows either a full retrospective adoption to all periods presented or a modified retrospective adoption approach with the cumulative effect of initial application
recognized at the date of initial application. Kodak is adopting ASU 2017-05 using the modified retrospective adoption approach and expects that application of this standard
will not have a significant impact on its consolidated financial statements.
 
In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments.  ASU 2016-13
requires a financial asset (or a group of financial assets) measured at amortized cost basis to be presented at the net amount expected to be collected.  In addition, the ASU
requires credit losses relating to available-for-sale debt securities to be recorded through an allowance for credit losses.  The amendments in this ASU broaden the information
that an entity must consider in developing its expected credit loss estimate for assets measured either collectively or individually. The new standard is effective for fiscal years,
and for interim periods within those fiscal years, beginning after December 15, 2019 (January 1, 2020 for Kodak).  Early adoption is permitted for fiscal years, and interim
periods within those years, beginning after December 15, 2018 (January 1, 2019 for Kodak).  Kodak is currently evaluating the impact of this ASU.
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In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). ASU 2016-02 requires lessees to recognize most leases on their balance sheets as lease liabilities with
corresponding right-of-use assets and eliminates certain real estate-specific provisions. The new leasing standard is effective for fiscal years, and for interim periods within those
fiscal years, beginning after December 15, 2018 (January 1, 2019 for Kodak).  Early adoption is permitted. Kodak plans to adopt the new standard on the effective date and is
currently evaluating the impact of this ASU on its financial statements.  Kodak anticipates that the adoption of the amended lease guidance will materially affect its consolidated
balance sheet and will require certain changes to its systems and processes.
 
In January 2016, the FASB issued ASU 2016-01, Financial Instruments—Overall (Topic 825): Recognition and Measurement of Financial Assets and Financial Liabilities. 
ASU 2016-01 primarily affects the accounting for equity investments, financial liabilities under the fair value option, and the presentation and disclosure requirements for
financial instruments. Under the ASU all equity investments in unconsolidated entities (other than those accounted for using the equity method of accounting) will generally be
measured at fair value through earnings.  In addition, the FASB clarified guidance related to the valuation allowance assessment when recognizing deferred tax assets resulting
from unrealized losses on available-for-sale debt securities. The classification and measurement guidance is effective for Kodak beginning January 1, 2018, including interim
periods within those fiscal years.  The adoption of this guidance will not have a material impact on its Consolidated Financial Statements.
 


In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers (Topic 606).”  ASU 2014-09 supersedes the revenue recognition requirements in Topic
605, “Revenue Recognition” and most industry-specific guidance.  The core principle of ASU 2014-09 is that a company will recognize revenue when it transfers promised
goods or services to customers in an amount that reflects the consideration to which the company expects to be entitled in exchange for those goods or services.  In addition, the
standard requires disclosure of the nature, amount, timing, and uncertainty of revenue and cash flows arising from contracts with customers.  In July 2015, the FASB deferred
the effective date of ASU 2014-09. In 2016 the FASB issued ASU 2016-08, ASUs 2016-10 through 12 and ASU 2016-20 clarifying guidance regarding principle vs agent
considerations, identification of performance obligations, analysis of licensing transactions, impairment considerations and disclosures. The new revenue standards are
collectively effective for fiscal years, and interim periods within those years, beginning after December 15, 2017 (January 1, 2018 for Kodak) and allow either a full
retrospective adoption to all periods presented or a modified retrospective adoption approach with the cumulative effect of initial application recognized at the date of initial
application.  Kodak is adopting the provisions of the new standards using the modified retrospective method which allows companies to record a one-time adjustment to opening
retained earnings for the cumulative effect the standards will have on open contracts at the time of adoption.  Kodak derives revenue from various brand licensing arrangements
which may include upfront payments and/or sales based royalties subject to minimum annual guaranteed amounts.  Kodak expects to record a cumulative effect adjustment of
approximately $10 million as a decrease to the opening balance of retained earnings related to these arrangements.  With the exception of brand license revenue, Kodak has not
identified any changes in the timing of revenue recognition which will result in a material transition adjustment.  Kodak has implemented appropriate changes to the business
processes and systems to support recognition and disclosure under the new standard.
 
NOTE 2: CASH, CASH EQUIVALENTS AND RESTRICTED CASH
 
The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the Statement of Financial Position that sums to the total of such
amounts shown in the Statement of Cash Flows:
 


  As of December 31,  
(in millions)  2017   2016  
Cash and cash equivalents  $ 344  $ 434 
Restricted cash included in Other current assets   8   8 
Long-term restricted cash   17   36 
Total cash, cash equivalents and restricted cash shown in the Statement of Cash Flows  $ 369  $ 478


 


 
Restricted cash included in Other current assets on the Statement of Financial Position primarily represents amounts which support hedging activities.
 
Long-term restricted cash as of December 31, 2017 and 2016 includes $6 million and $7 million, respectively, of security posted related to Brazilian legal contingencies.  Long-
term restricted cash as of December 31, 2017 and 2016 also included $6 million and $25 million, respectively, supporting compliance with the Excess Availability threshold
under the Amended and Restated Credit Agreement (“Amended Credit Agreement”).  During the second quarter of 2017, the amount of outstanding letters of credit issued under
the Amended Credit Agreement was reduced by $20 million, which had a corresponding reduction in the amount of long-term restricted cash necessary to support compliance
with the Excess Availability threshold.  See Note 8, “Debt and Capital Leases” and Note 10, “Commitments and Contingencies”.
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NOTE 3:  INVENTORIES, NET
 


  As of December 31,  
(in millions)  2017   2016  
Finished goods  $ 159  $ 149 
Work in process   57   57 
Raw materials   60   65 
Total  $ 276  $ 271


 


 
 
NOTE 4:  PROPERTY, PLANT AND EQUIPMENT, NET AND EQUIPMENT SUBJECT TO OPERATING LEASES, NET
 


  As of December 31,  
(in millions)  2017   2016  
Land  $ 82  $ 84 
Buildings and building improvements   174   160 
Machinery and equipment   426   429 
Construction in progress   26   13 
   708   686 
Accumulated depreciation   (394)   (344)
Property, plant and equipment, net  $ 314  $ 342


 


 
Depreciation expense was $62 million, $86 million and $120 million for the years ended December 31, 2017, 2016 and 2015, respectively. Depreciation expense in the year
ended December 31, 2015 included approximately $8 million of accelerated depreciation in connection with restructuring actions.  There was no accelerated depreciation
connected with restructuring actions in the years ended December 31, 2017 and 2016.
 
During the first quarter of 2017, Kodak recorded a pre-tax charge of $8 million to adjust the Prosper fixed asset carrying value to the amount that would have been recorded had
the Prosper fixed assets been continuously classified as held and used. Refer to Note 13, “Other Operating Expense (Income), net” and Note 25, “Discontinued Operations”.  


Equipment subject to operating leases and the related accumulated depreciation were as follows:
 


  As of December 31,  
(in millions)  2017   2016  
Equipment subject to operating leases  $ 46  $ 45 
Accumulated depreciation   (21)   (18)
Equipment subject to operating leases, net  $ 25  $ 27


 


 
Minimum future rental revenues on operating leases with original terms of one year or longer are not significant to Kodak.
 
 
NOTE 5:  GOODWILL AND OTHER INTANGIBLE ASSETS


The following table presents the changes in the carrying value of goodwill by reportable segment.  The Enterprise Inkjet Systems, Advanced Materials and 3D Printing
Technology, and Eastman Business Park segments do not have goodwill and are therefore not presented.
 
(in millions)  


Print
Systems   


Flexographic
Printing   


Software and
Solutions   


Consumer
and Film   Consolidated Total  


Balance as of December 31, 2015  $ 56  $ 20  $ 6  $ 6  $ 88 
Impairment   —   —   —   —   — 
Balance as of December 31, 2016  $ 56  $ 20  $ 6  $ 6  $ 88 
Impairment   (56)   —   —   —   (56)
Balance as of December 31, 2017  $ —  $ 20  $ 6  $ 6  $ 32


 


 
Gross goodwill and accumulated impairment losses were $96 million and $64 million as of December 31, 2017, respectively, and $96 million and $8 million as of December 31,
2016, respectively.
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The Print Systems segment has two goodwill reporting units: Prepress Solutions and Electrophotographic Printing Solutions. The Software and Solutions segment has two
goodwill reporting units: Kodak Technology Solutions and Unified Workflow Solutions.  The Consumer and Film segment has two goodwill reporting units: Consumer Products
and Motion Picture, Industrial Chemicals and Films.  The Flexographic Printing segment, Enterprise Inkjet Systems segment, Advanced Materials and 3D Printing segment and
the Eastman Business Park segment each have one goodwill reporting unit.
 
Based upon the results of Kodak’s December 31, 2017 annual impairment test, no impairment of goodwill is indicated.
 
Given the decline in Kodak’s financial projections for the year and in its market capitalization from the last goodwill impairment test (December 31, 2016), Kodak performed an
interim goodwill impairment test as of September 30, 2017.  Kodak utilized the discounted cash flow method and guideline public company method for the reporting units with
goodwill.  For these reporting units, Kodak selected equal weighting of the guideline public company method and the discounted cash flow method as the valuation approaches
produced comparable ranges of fair value.  Fair values for the other reporting units were estimated using the discounted cash flow method only.
 
Based upon the results of Kodak’s September 30, 2017 analysis, Kodak concluded that the Prepress Solutions reporting unit’s carrying value exceeded its fair value and recorded
a pre-tax goodwill impairment loss of $56 million in the Consolidated Statement of Operations.  No impairment of goodwill was indicated for the other reporting units.
 
Due to the change in Kodak’s reporting units as of January 1, 2015 and the delay in commercializing new technologies in the Micro 3D Printing reporting unit, Kodak concluded
that the carrying value of the Micro 3D Printing reporting unit exceeded its implied fair value.  The fair value of the Micro 3D Printing reporting unit was estimated using the
discounted cash flow method in which the future cash flows, including a terminal value at the end of the projection period, were discounted to present value.  Kodak recorded a
pre-tax impairment charge of $6 million in the first quarter of 2015 that is included in Goodwill impairment loss, net in the Consolidated Statement of Operations representing
the entire amount of goodwill for this reporting unit.


Based upon the results of Kodak’s 2015 goodwill impairment analysis, Kodak concluded that the carrying value of the Intellectual Property Solutions reporting unit exceeded its
implied fair value and recorded a pre-tax impairment charge of $2 million in the fourth quarter of 2015 that is included in Goodwill impairment loss, net in the Consolidated
Statement of Operations representing the entire amount of goodwill for this reporting unit. No impairment of goodwill was indicated for any other reporting units.


The gross carrying amount and accumulated amortization by major intangible asset category as of December 31, 2017 and 2016 were as follows:
 


  As of December 31, 2017
  Gross Carrying   Accumulated       Weighted-Average
(in millions)  Amount   Amortization   Net   Amortization Period
Technology-based  $ 105  $ 64  $ 41  6 years
Kodak trade name   38   —   38  Indefinite life
Customer-related   11   6   5  6 years
Other   3   1   2  21 years
Total  $ 157  $ 71  $ 86  


 


 
  As of December 31, 2016


  Gross Carrying   Accumulated       Weighted-Average
(in millions)  Amount   Amortization   Net   Amortization Period
Technology-based  $ 122  $ 57  $ 65  6 years
Kodak trade name   40   —   40  Indefinite life
Customer-related   26   12   14  6 years
Other   2   —   2  21 years
Total  $ 190  $ 69  $ 121  


 


 
In the fourth quarter of 2017 and the first quarter of 2016, Kodak concluded the carrying value of the Kodak trade name exceeded its fair value.  Pre-tax impairment charges of
$2 million and $5 million, respectively, are included in Other operating expense (income), net in the Consolidated Statement of Operations.
 
In the third quarter of 2017, due to canceling its copper mesh touch screen program, Kodak wrote off related intangible assets with a gross carrying amount of $33 million and
accumulated amortization of $21 million and recorded an impairment charge of $12 million.
 
During the first quarter of 2017, Kodak recorded a pre-tax charge of $4 million to adjust the Prosper intangible asset carrying value to the amount that would have been recorded
had the Prosper intangible assets been continuously classified as held and used. Refer to Note 13, “Other Operating Expense (Income), net” and Note 25, “Discontinued
Operations”.
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In the second quarter of 2016, in two separate transactions, Kodak sold certain assets in the Design2Launch and brand protection businesses.  The assets sold included intangible
assets with a gross carrying amount of $5 million and accumulated amortization of $2 million.
 
In the first quarter of 2016, due to the exit of its position in silver metal mesh touch screen development, Kodak wrote off intangible assets with a gross carrying amount of $14
million and accumulated amortization of $6 million.  An impairment charge of $8 million was recorded in Other operating expense (income), net in the Consolidated Statement
of Operations.  
 
Amortization expense related to intangible assets was $18 million, $19 million and $25 million for the years ended December 31, 2017, 2016 and 2015, respectively. 


Estimated future amortization expense related to intangible assets that are currently being amortized as of December 31, 2017 was as follows:
 


(in millions)     
2018  $ 12 
2019   7 
2020   6 
2021   5 
2022   5 
2023 and thereafter   13 
Total  $ 48


 


 
 
NOTE 6:  OTHER CURRENT LIABILITIES
 


  As of December 31,  
(in millions)  2017   2016  
Employment-related liabilities  $ 47  $ 49 
Deferred revenue   30   32 
Customer rebates   29   27 
Restructuring liabilities   10   8 
Deferred consideration on disposed businesses   10   7 
Workers' compensation   10   8 
Other   81   80 


Total  $ 217  $ 211
 


 
The customer rebate amounts will potentially be settled through customer deductions applied to outstanding trade receivables in lieu of cash payments.
 
The Other component above consists of other miscellaneous current liabilities that, individually, were less than 5% of the total current liabilities component within the
Consolidated Statement of Financial Position, and therefore, have been aggregated in accordance with Regulation S-X.
 
 
NOTE 7:  OTHER LONG-TERM LIABILITIES
 


  As of December 31,  
(in millions)  2017   2016  
Workers' compensation  $ 96  $ 105 
Asset retirement obligations   43   38 
Deferred taxes   16   16 
Deferred consideration on disposed businesses   14   24 
Environmental liabilities   12   12 
Embedded conversion features derivative liability (1)   —   43 
Other   21   30 


Total  $ 202  $ 268
 


 
 (1) Refer to Note 12, “Financial Instruments”
 
The Other component above consists of other miscellaneous long-term liabilities that, individually, were less than 5% of the total liabilities component in the accompanying
Consolidated Statement of Financial Position, and therefore, have been aggregated in accordance with Regulation S-X.
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NOTE 8:  DEBT AND CAPITAL LEASES


Debt and capital leases and related maturities and interest rates were as follows at December 31, 2017 and 2016 (in millions):
 


          As of December 31,  
          2017   2016  


(in millions)  Type  Maturity  
Weighted-Average


Effective
Interest Rate   Carrying Value   Carrying Value  


Current portion:                 
  Term note    7.61%   $ —  $ 2 
  Capital leases    Various    3   3 
  Other debt    Various    1   1 


           4   6 
                 


Non-current portion:                 
  Term note  2019  7.61%    393   396 
  Capital leases  Various  Various    4   6 
  Other debt  Various  Various    2   3 


           399   405 
          $ 403  $ 411


 


 
Annual maturities of debt and capital leases outstanding at December 31, 2017, were as follows (in millions):  
 


(in millions)  


Carrying
Value   


Maturity
Value  


2018  $ 4  $ 4 
2019   395   397 
2020   1   1 
2021   —   — 
2022   1   1 
2023 and thereafter   2   2 
Total  $ 403  $ 405


 


 
On September 3, 2013, the Company entered into (i) a Senior Secured First Lien Term Credit Agreement (the “First Lien Term Credit Agreement”) with the lenders party thereto
(the “First Lien Lenders”), JPMorgan Chase Bank, N.A. as administrative agent, and J.P. Morgan Securities LLC, Barclays Bank PLC, and Merrill Lynch, Pierce, Fenner &
Smith Inc. as joint lead arrangers and joint bookrunners, and (ii) a Senior Secured Second Lien Term Credit Agreement (the “Second Lien Term Credit Agreement,” and together
with the First Lien Term Credit Agreement, the “Term Credit Agreements”), with the lenders party thereto (the “Second Lien Lenders,” and together with the First Lien Lenders,
the “Term Credit Lenders”), Barclays Bank PLC as administrative agent, and J.P. Morgan Securities LLC, Barclays Bank PLC and Merrill Lynch, Pierce, Fenner & Smith Inc. as
joint lead arrangers and joint bookrunners.  Additionally, the Company and its U.S. subsidiaries (the “Subsidiary Guarantors”) entered into an Asset Based Revolving Credit
Agreement (the “ABL Credit Agreement” and together with the Term Credit Agreements, the “Credit Agreements”) with the lenders party thereto (the “ABL Lenders” and
together with the First Lien Lenders and the Second Lien Lenders, the “Lenders”) and Bank of America N.A. as administrative agent and collateral agent, Barclays Bank PLC as
syndication agent and Merrill Lynch, Pierce, Fenner & Smith Inc., Barclays Bank PLC and J.P. Morgan Securities LLC as joint lead arrangers and joint bookrunners.  Pursuant
to the terms of the Credit Agreements, the Term Credit Lenders provided the Company with term loan facilities in an aggregate principal amount of $695 million, consisting of
$420 million of first-lien term loans (the “First Lien Loans”) and $275 million of second-lien term loans (the “Second Lien Loans”).  Net proceeds from the Term Credit
Agreements were $664 million ($695 million aggregate principal less $15 million stated discount and $16 million in debt transaction costs). The loans  made under the First
Lien Term Credit Agreement become due on the earlier to occur of (i) the maturity date of September 3, 2019 or (ii) the acceleration of such loans following the occurrence of
an event of default (as defined in the First Lien Term Credit Agreement).  The Second Lien Term Credit Agreement was prepaid and terminated on November 15, 2016.  
 
The Credit Agreements limit, among other things, the Company’s and the Subsidiary Guarantors’ ability to (i) incur indebtedness, (ii) incur or create liens, (iii) dispose of assets,
(iv) make restricted payments (including dividend payments, et al.) and (v) make investments.  In addition to other customary affirmative covenants, the Credit Agreements
provide for a periodic delivery by the Company of its various financial statements as set forth in the Credit Agreements.  Events of default under the Credit Agreements include,
among others, failure to pay any loan, interest or other amount due under the applicable credit agreement, breach of specific covenants and a change of control of the
Company.  Upon an event of default, the applicable lenders may declare the outstanding obligations under the applicable credit agreement to be immediately due and payable
and exercise other rights and remedies provided for in such credit agreement.
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The First Lien Loans bear interest at the rate of LIBOR plus 6.25% per annum, with a LIBOR floor of 1% or Alternate Base Rate (as defined in the First Lien Term Credit
Agreement) plus 5.25%.  The Second Lien Loans interest was at the rate of LIBOR plus 9.5% per annum, with a LIBOR floor of 1.25% or Alternate Base Rate (as defined in the
Second Lien Term Credit Agreement) plus 8.5%. Under the ABL Credit Agreement, the ABL Loans bore interest at the rate of LIBOR plus 2.75%-3.25% per annum or Base
Rate (as defined in the ABL Credit Agreement) plus 1.75%-2.25% per annum, based on Excess Availability (as defined in the ABL Credit Agreement) until the ABL Credit
Agreement was amended as discussed below.  Each existing and future direct or indirect U.S. subsidiary of the Company (other than immaterial subsidiaries, unrestricted
subsidiaries and certain other subsidiaries) have agreed to provide unconditional guarantees of the obligations of the Company under the Credit Agreements. Subject to certain
exceptions, obligations under the First Lien Term Credit Agreement are secured by: (i) a first lien on all assets of the Company and the Subsidiary Guarantors, other than the
ABL Collateral (as defined below), including a first lien on 100% of the stock of material domestic subsidiaries and 65% of the stock of material first-tier foreign subsidiaries
(collectively the “Term Collateral”) and (ii) a second lien on the ABL Collateral. Obligations under the Asset Based Revolving Credit Agreement are secured by: (i) a first lien
on cash, accounts receivable, inventory, machinery and equipment (the “ABL Collateral”) and (ii) a second lien on the Term Collateral.  The aggregate carrying value of the
Term Collateral and ABL Collateral as of December 31, 2017 and 2016 was $1,385 million and $1,613 million, respectively.
 
The Company may voluntarily prepay the First Lien Loan. 
 
As defined in the First Lien Term Credit Agreement, the Company is required to prepay loans with net proceeds from asset sales, recovery events or issuance of indebtedness,
subject to, in the case of net proceeds received from asset sales or recovery events, reinvestment rights by the Company in assets used or usable by the business within certain
time limits.  On October 2, 2017, Kodak prepaid $6 million of principal under the First Lien Term Credit Agreement from proceeds from a royalty payment.  On July 7, 2016,
Kodak prepaid $5 million of principal under the First Lien Term Credit Agreement from proceeds received from the sale of a business.  Under the terms of the First Lien Term
Credit Agreement, the prepayments were applied first to the installment principal payments of $4 million due over the next twelve months, then ratably to the remaining
scheduled payments.  With the prepayments, Kodak does not owe any future scheduled principal payments until the maturity date of the loan.


On an annual basis, the Company will prepay on June 30 of the following fiscal year loans in an amount equal to a percentage of Excess Cash Flow (“ECF”) as defined in the
First Lien Term Credit Agreement, provided no such prepayment is required if such prepayment would cause U.S. liquidity (as defined in the First Lien Term Credit Agreement)
to be less than $100 million or the Secured Leverage ratio is less than 2.25 to 1.00.  For the years ended December 31, 2017, and 2015, ECF was a negative amount.  For 2016,
the Secured Leverage Ratio was below 2.25 to 1.00.  Therefore, no prepayments of First Lien term debt have been required.  Any mandatory prepayments as described above
shall be reduced by any mandatory prepayments of the First Lien Loan.
 
Under the First Lien Term Credit Agreement, the Company is required to maintain a Secured Leverage Ratio (as defined therein) not to exceed specified levels. The Secured
Leverage Ratio under the First Lien Term Credit Agreement is tested at the end of each quarter based on the prior four quarters.  The maximum Secured Leverage Ratio
permitted under the First Lien Term Credit Agreement declined on June 30, 2015 from 3.75:1 to 3.25:1 and further declined on December 31, 2015 from 3.25:1 to 2.75:1, with
no further adjustments for the remainder of the agreement.  As of December 31, 2017, Kodak was in compliance with all covenants under the First Lien Term Credit
Agreement.  
 
Subject to Board approval and the terms of the Credit Agreements, the Company may designate Restricted Subsidiaries as Unrestricted Subsidiaries provided the aggregate sales
of all Unrestricted Subsidiaries are less than 7.5% of the consolidated sales of Kodak and the aggregate assets of all Unrestricted Subsidiaries are less than 7.5% of Kodak’s
consolidated assets. Further, under the Amended Credit Agreement, on a pro forma basis at the time of designation and immediately after giving effect thereto, Excess
Availability must be at least $30 million and the pro forma Fixed Charge Coverage Ratio must be no less than 1.0 to 1.0. Upon designation of Unrestricted Subsidiaries, the
Company will be required to provide to the Lenders reconciling statements to eliminate all financial information pertaining to Unrestricted Subsidiaries which is included in its
annual and quarterly financial statements.
 
In March, the Company has begun the process of designating five subsidiaries as Unrestricted Subsidiaries, Kodak PE Tech, LLC, Kodak LB Tech, LLC, Kodak Realty, Inc.,
Kodakit Singapore Pte. Limited and KP Services (Jersey) Ltd. This action will allow the Company to better position assets which may be monetized in the future and address
costs related to underutilized properties. Collectively, these subsidiaries have sales of approximately $7 million for the year ended December 31, 2017 and assets of $17 million
as of December 31, 2017, which represent 0% and 1%, respectively, of Kodak’s consolidated sales for the year ended December 31, 2017 and consolidated assets as of
December 31, 2017.  The designation of these subsidiaries as Unrestricted Subsidiaries is expected to increase the amount by which the Company’s EBITDA, as calculated
under the Term Credit Agreement and the Amended Credit Agreement, exceeds the amount of EBITDA needed to satisfy the Net Secured Leverage Ratio covenant of 2.75 to
1.0 and the Fixed Charge Coverage Ratio of 1.0 to 1.0, respectively.  Each of the capitalized but undefined terms has the meaning ascribed to such term in the Credit
Agreements.
 
Kodak intends to conduct its operations in a manner that will result in continued compliance with the secured leverage ratio covenant; however, future compliance may depend
on Kodak undertaking one or more actions, such as the repatriation of cash into the U.S., the management of operating cash outflows, the designation of subsidiaries as
Unrestricted Subsidiaries, a monetization of assets, a debt refinancing, the raising of equity capital, or a similar transaction.
 
Senior Secured Second Lien Term Credit Agreement Note Repurchase, Prepayment and Termination
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In accordance with the modified Dutch auction procedures in the Second Lien Term Credit Agreement, Kodak offered to repurchase up to $25 million of second lien term loans
within a price range of 97% to 98.5% of par. As a result of this auction process, on September 14, 2016 Kodak repurchased an aggregate of $13 million of second lien term loans
at a price of 98% of par, representing all second lien term loans with respect to which bids were received at prices within the range. The repurchased second lien term loans were
automatically cancelled upon the repurchase pursuant to the terms of the Second Lien Term Credit Agreement.
 
On November 15, 2016, the Company used the net proceeds from the sale of the Series A Preferred Stock, together with cash on hand, to pay an aggregate amount of $263.2
million (the “Prepayment Amount”), comprised of the full principal amount of $262 million plus accrued interest, fees and other expenses owed to the lenders under the Second
Lien Term Credit Agreement.  Upon the administrative agent’s receipt of the Prepayment Amount, the Second Lien Credit Agreement was terminated and the lenders’ security
interest in any of the Company’s or its subsidiaries’ assets or property securing the Second Lien Credit Agreement was released.  Kodak recognized $4 million of expense in
Loss on early extinguishment of debt in the Consolidated Statement of Operations, representing the balance of Second Lien Term Agreement stated discount remaining at the
time of the prepayment.
 
Amended and Restated Credit Agreement
On May 26, 2016, the Company and certain of its domestic subsidiaries (the “Subsidiary Guarantors”) entered into an Amended and Restated Credit Agreement (the “Amended
Credit Agreement” or “ABL Credit Agreement”) with the lenders party thereto (the “Lenders”), Bank of America, N.A., as administrative and collateral agent, and Bank of
America, N.A. and JPMorgan Chase Bank, N.A., as joint lead arrangers and joint bookrunners, which amended and restated the existing Asset Based Revolving Credit
Agreement, dated as of September 3, 2013 (the “Prior Credit Agreement”). Each of the capitalized but undefined terms used in the context of describing the Amended Credit
Agreement has the meaning ascribed to such term in the Amended Credit Agreement.
 
The Amended Credit Agreement decreased the aggregate amount of commitments from $200 million to $150 million and extended the maturity date to the earlier of May 26,
2021 or the date that is 90 days prior to the earliest scheduled maturity date of any of the Company’s outstanding term loans or refinancings thereof, of which the earliest
maturity date is currently September 3, 2019.   The Amended Credit Agreement, among other things, lowered reserve requirements by eliminating the Availability Block and
removed the ability to use Qualified Cash to support Excess Availability.
 
Each existing direct or indirect U.S. subsidiary of the Company (other than Immaterial Subsidiaries, Unrestricted Subsidiaries and certain other subsidiaries) has reaffirmed its
unconditional guarantee (and any such future subsidiaries must provide an unconditional guarantee) of the obligations of the Company under the Amended Credit Agreement.
 
The Lenders will make available asset-based revolving loans (the “ABL Loans”) and letters of credit in an aggregate amount of up to $150 million, subject to the Borrowing
Base.  The Company has issued approximately $96 million of letters of credit under the Amended Credit Agreement as of both December 31, 2017.  The Company had
approximately $20 million of Excess Availability under the Amended Credit Agreement as of December 31, 2017 and 2016.  Availability is subject to the borrowing base
calculation, reserves and other limitations.
 
The ABL Loans bear interest at the rate of LIBOR plus 2.25% - 2.75% per annum or Base Rate plus 1.25% - 1.75% per annum based on Excess Availability.
 
Excess Availability is equal to the sum of (i) 85% of the amount of the Eligible Receivables less a Dilution Reserve, (ii) the lesser of 85% of Net Orderly Liquidation Value or
75% of the Eligible Inventory (iii) the lesser of 75% of Orderly Liquidation Value of Eligible Equipment or $15 million, as of December 31, 2017 (which $15 million decreases
by $1 million per quarter) and (iv) Eligible Cash less (a) Rent and Charges Reserves, (b) Principal Outstanding and (c) Outstanding Letters of Credit..
 
Under the Amended Credit Agreement, Kodak is required to maintain a minimum Fixed Charge Coverage Ratio of 1.00 to 1.00 when Excess Availability is less than 12.5% of
lender commitments.  As of December 31, 2017 and 2016, 12.5% of lender commitments were $18.75 million. 
 
If Excess Availability falls below 12.5% of lender commitments, Kodak may, in addition to the requirement to be in compliance with the minimum Fixed Charge Coverage
Ratio, become subject to cash dominion control.  Since Excess Availability was greater than 12.5% of lender commitments at December 31, 2017, Kodak is not required to have
a minimum Fixed Charges Coverage Ratio of 1.0 to 1.0.  As of December 31, 2017 Kodak was in compliance with all the covenants under the Amended Credit Agreement. 
 
As of December 31, 2017 and 2016, Kodak had funded $6 million and $25 million, respectively, to the Eligible Cash account, held with the ABL Credit Agreement
Administrative Agent, which is classified as Restricted cash in the Consolidated Statement of Financial Position. 
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NOTE 9: REDEEMABLE, CONVERTIBLE SERIES A PREFERRED STOCK
 
On November 15, 2016, the Company issued 2,000,000 shares of 5.50% Series A Convertible Preferred Stock, no par value per share (the “Series A Preferred Stock”), for an
aggregate purchase price of $200 million, or $100 per share pursuant to a Series A Preferred Stock Purchase Agreement (the “Purchase Agreement”) with Southeastern Asset
Management, Inc. (“Southeastern”) and Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, which are investment funds
managed by Southeastern (such investment funds, collectively, the “Purchasers”), dated November 7, 2016.  The Company received net proceeds of $198 million after issuance
costs.  
 
The Company has classified the Series A Preferred Stock as temporary equity in the Consolidated Statement of Financial Position.  The $2 million in issuance costs originally
reduced the carrying value of the Series A Preferred Stock and is being accreted using the effective interest method to Additional paid in capital in the Consolidated Statement of
Financial Position as a deemed dividend from the date of issuance through the mandatory redemption date, November 15, 2021.  
 
Dividend and Other Rights
On November 14, 2016, the Company filed with the Department of Treasury of the State of New Jersey a Certificate of Amendment to the Second Amended and Restated
Certificate of Incorporation of the Company (the “Certificate of Designations”) which established the designation, number of shares, rights, preferences and limitations of the
Series A Preferred Stock which became effective upon filing.  The Series A Preferred Stock ranks senior to the Company’s common stock (“Common Stock”) with respect to
dividend rights and rights on liquidation, winding-up and dissolution.  The Series A Preferred Stock has a liquidation preference of $100 per share, and the holders of Series A
Preferred Stock are entitled to cumulative dividends payable quarterly in cash at a rate of 5.50% per annum.  All dividends owed on the Series A Preferred Stock have been
declared and paid when due.  
 
Holders of Series A Preferred Stock are entitled to vote together with the holders of the Common Stock as a single class, in each case, on an as-converted basis, except where a
separate class vote is required by law.  Holders of Series A Preferred Stock have certain limited special approval rights, including with respect to the issuance of pari passu or
senior equity securities of the Company.  
 
The Purchasers have the right to nominate members to the Company’s board of directors proportional to their ownership on an as converted basis, which initially allows the
Purchasers to nominate two members to the board.  If dividends on any Series A Preferred Stock are in arrears for six or more consecutive or non-consecutive dividend periods,
the holders of Series A Preferred Stock, voting with holders of all other preferred stock of the Company whose voting rights are then exercisable, will be entitled to vote for the
election of two additional directors in the next annual meeting and all subsequent meetings until all accumulated dividends on such Series A Preferred Stock and other voting
preferred stock have been paid or set aside.  The nomination right of the Purchasers will be reduced by two nominees at any time the holders of Series A Preferred Stock have
the right to elect, or participate in the election of, two additional directors.  Two of the directors on the Company’s current board of directors were nominated by the Purchasers.
 
Conversion Features
Each share of Series A Preferred Stock is convertible, at the option of each holder at any time, into shares of Common Stock at the initial conversion rate of 5.7471 (equivalent
to an initial conversion price of $17.40 per share of Common Stock).  If a holder elects to convert any shares of Series A Preferred Stock during a specified period in connection
with a fundamental change (as defined in the Certificate of Designations), the conversion rate will be adjusted under certain circumstances and such holder will also be entitled
to a payment in respect of accumulated dividends. If a holder elects to convert any shares of Series A Preferred Stock during a specified period following a reorganization event
(as defined in the Certificate of Designations), such holder can elect to have the conversion rate adjusted. In addition, the Company will have the right to require holders to
convert any shares of Series A Preferred Stock in connection with certain reorganization events, in which case the conversion rate will be adjusted under certain
circumstances.  If shares of Series A Preferred Stock are not converted in connection with a reorganization event, such shares will become convertible into the exchanged
property from the reorganization event.
    
The Company will have the right to convert Series A Preferred Stock into Common Stock at any time after the second anniversary of the initial issuance, if the closing price of
the Common Stock has equaled or exceeded 125 percent of the then-effective conversion price for 45 trading days within a period of 60 consecutive trading days, with the last
trading day of such 60 day period ending on the trading day immediately preceding the business day on which the Company issues a press release announcing the mandatory
conversion.  
 
The initial conversion rate and the corresponding conversion price are subject to customary anti-dilution adjustments as well as an adjustment if the Company is obligated to
make a cash payment under the settlement agreement relating to the remediation of historical environmental liabilities at EBP, as discussed in Note 11, “Guarantees”.
 
The Company concluded that the Series A Preferred Stock is considered more akin to a debt-type instrument and that the economic characteristics and risks of the embedded
conversion features, except where the conversion price is increased to the liquidation preference, were not considered clearly and closely related to the Series A Preferred
Stock.  Accordingly, these embedded conversion features were bifurcated from the Series A Preferred Stock and separately accounted for on a combined basis at fair value as a
single derivative.  The Company allocated $43 million of the net proceeds received to the derivative liability based on the aggregate fair value of the embedded conversion
features on the date of issuance which
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reduced the original carrying value of the Series A Preferred Stock.  The derivative is being accounted for at fair value with subsequent changes in the fair value being reported
as part of Other (income) charges, net in the Consolidated Statement of Operations. The fair value of the derivative as of December 31, 2017 was an asset of $4 million and is
included within Other long-term assets in the accompanying Consolidated Statement of Financial Position. The fair value of the derivative as of December 31, 2016 was a
liability of $43 million and is included within Other long-term liabilities in the accompanying Consolidated Statement of Financial Position.  Refer to Note 12, “Financial
Instruments” for information on the valuation of the derivative.
 
The carrying value of the Series A Preferred Stock at the time of issuance, $155 million ($200 million aggregate gross proceeds less $43 million allocated to the derivative
liability and $2 million in transaction costs) is being accreted to the mandatory redemption amount using the effective interest method to Additional paid in capital in the
Consolidated Statement of Financial Position as a deemed dividend from the date of issuance through the mandatory redemption date, November 15, 2021.
 
Redemption Features
If any shares of Series A Preferred Stock have not been converted prior to the fifth anniversary of the initial issuance of the Series A Preferred Stock, the Company is required to
redeem such shares at $100 per share plus the amount of accrued and unpaid dividends.  As the Company concluded that the Series A Preferred Stock is considered more akin to
a debt-type instrument, the redemption feature is considered to be clearly and closely related to the host contract and therefore was not required to be separated from the Series A
Preferred Stock.  
 
Series A Registration Rights Agreement
On November 15, 2016, the Company, Southeastern and the Purchasers entered into a Registration Rights Agreement (the “Series A Registration Rights Agreement”), pursuant
to which the Company agreed to register under the Securities Act and take certain actions with respect to the offer and sale by the Purchasers of shares of Series A Preferred
Stock purchased by the Purchasers and shares of Common Stock issuable upon conversion of the Series A Preferred Stock and issuable pursuant to the terms of the Series A
Preferred Stock (the “Series A registrable securities”).
 
Pursuant to the Registration Rights Agreement, the Company has filed with the SEC a shelf registration statement on Form S-3 that relates to the resale of the Series A
registrable securities and such registration statement has been declared effective by the SEC.  Upon the written demand of the relevant Purchaser(s), the Company will facilitate
a “takedown” of Series A registrable securities off of the registration statement but the Purchaser(s) may not, individually or collectively, make more than four demands in the
aggregate. Any demand for an underwritten offering of Series A Preferred Stock must have an aggregate market value (based on the most recent closing price of the Common
Stock into which the Series A Preferred Stock is convertible at the time of the demand) of at least $75 million.
 
The Series A Registration Rights Agreement does not entitle the Purchasers to piggyback registration rights.  The Series A Registration Rights Agreement is binding upon the
parties thereto and their successors and will inure to the benefit of each Purchaser and its successors and permitted assigns. Neither party may assign the Series A Registration
Rights Agreement without the prior written consent of the other party.
 
NOTE 10:  COMMITMENTS AND CONTINGENCIES


Asset Retirement Obligations


Kodak’s asset retirement obligations primarily relate to asbestos contained in buildings that Kodak owns.  In many of the countries in which Kodak operates, environmental
regulations exist that require Kodak to handle and dispose of asbestos in a special manner if a building undergoes major renovations or is demolished.  Otherwise, Kodak is not
required to remove the asbestos from its buildings.  Kodak records a liability equal to the estimated fair value of its obligation to perform asset retirement activities related to the
asbestos, computed using an expected present value technique, when sufficient information exists to calculate the fair value.  Kodak does not have a liability recorded related to
every building that contains asbestos because Kodak cannot estimate the fair value of its obligation for certain buildings due to a lack of sufficient information about the range of
time over which the obligation may be settled through demolition, renovation or sale of the building.


The following table provides asset retirement obligation activity (in millions):
 


  For the Year Ended December 31,  
  2017   2016  


Asset Retirement Obligations at start of period  $ 38  $ 43 
Liabilities incurred in the current period   2   — 
Liabilities settled in the current period   (1)   (7)
Accretion expense   1   1 
Revision in estimated cash flows   3   1 
Asset Retirement Obligations at end of period  $ 43  $ 38  
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Other Commitments and Contingencies


The Company and its subsidiaries have entered into operating leases for various real estate and equipment needs.  Rental expense, net of minor sublease income, amounted to
$23 million, $25 million and $30 million in the years ended December 31, 2017, 2016 and 2015, respectively.


As of December 31, 2017, the Company had outstanding letters of credit of $96 million issued under the ABL Credit Agreement as well as bank guarantees and letters of credit
of $4 million, surety bonds in the amount of $52 million, and restricted cash and deposits of $31 million, primarily to support compliance with the Excess Availability threshold
under the ABL Credit Agreement, to ensure the payment of possible casualty and workers compensation claims, environmental liabilities, legal contingencies, rental payments,
and to support various customs, hedging, tax and trade activities.  The restricted cash and deposits are recorded in Restricted cash, Other current assets and Other long-term
assets in the Consolidated Statement of Financial Position.


Kodak’s Brazilian operations are involved in various litigation matters and have received or been the subject of numerous governmental assessments related to indirect and other
taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and contract labor.  The tax matters, which comprise the majority of
the litigation matters, are primarily related to federal and state value-added taxes.  Kodak is disputing these matters and intends to vigorously defend its position.  Kodak
routinely assesses all these matters as to the probability of ultimately incurring a liability in its Brazilian operations and records its best estimate of the ultimate loss in situations
where it assesses the likelihood of loss as probable.  As of December 31, 2017, the unreserved portion of these contingencies, inclusive of any related interest and penalties, for
which there was at least a reasonable possibility that a loss may be incurred, amounted to approximately $24 million.


In connection with assessments in Brazil, local regulations may require Kodak to post security for a portion of the amounts in dispute. As of December 31, 2017, Kodak has
posted security composed of $6 million of pledged cash reported within Restricted cash in the Consolidated Statement of Financial Position and liens on certain Brazilian assets
with a net book value of approximately $71 million.  Generally, any encumbrances on the Brazilian assets would be removed to the extent the matter is resolved in Kodak's
favor.


Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs, employment, environmental,
tort and health and safety matters, which are being handled and defended in the ordinary course of business.  Kodak is also subject, from time to time, to various assertions,
claims, proceedings and requests for indemnification concerning intellectual property, including patent infringement suits involving technologies that are incorporated in a broad
spectrum of Kodak’s products.  These matters are in various stages of investigation and litigation, and are being vigorously defended.  Based on information currently available,
Kodak does not believe that it is probable that the outcomes in any of these matters, individually or collectively, will have a material adverse effect on its financial condition or
results of operations. Litigation is inherently unpredictable, and judgments could be rendered or settlements entered that could adversely affect Kodak’s operating results or cash
flows in a particular period.  Kodak routinely assesses all of its litigation and threatened litigation as to the probability of ultimately incurring a liability, and records its best
estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.
 
NOTE 11:  GUARANTEES


EKC guarantees obligations to third parties for some of its consolidated subsidiaries. The maximum amount guaranteed is $9 million and the outstanding amount for those
guarantees is $3 million.


In accordance with the terms of a settlement agreement concerning certain of the Company’s historical environmental liabilities at EBP, in the event the historical liabilities
exceed $99 million, the Company will become liable for 50% of the portion above $99 million with no limitation to the maximum potential future payments.  There is no
liability recorded related to this guarantee.


Indemnifications


Kodak may, in certain instances, indemnify third parties when it sells businesses and real estate, and in the ordinary course of business with its customers, suppliers, service
providers and business partners.  Additionally, Kodak indemnifies officers and directors who are, or were, serving at Kodak’s request in such capacities.  Historically, costs
incurred to settle claims related to these indemnifications have not been material to Kodak’s financial position, results of operations or cash flows.  Further, the fair value of any
right to indemnification granted during the year ended December 31, 2017 was not material to Kodak’s financial position, results of operations or cash flows.
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Extended Warranty Arrangements


Kodak offers its customers extended warranty arrangements that are generally one year, but may range from three months to six years after the original warranty period.  Kodak
provides repair services and routine maintenance under these arrangements.  Kodak has not separated the extended warranty costs from the routine maintenance service costs, as
it is not practicable to do so.  Therefore, these costs have been aggregated in the discussion that follows.  The change in Kodak's deferred revenue balance in relation to these
extended warranty and maintenance arrangements, which is reflected in Other current liabilities in the accompanying Consolidated Statement of Financial Position, was as
follows:
 


(in millions)     
Deferred revenue on extended warranties as of December 31, 2015  $ 27 
New extended warranty and maintenance arrangements   172 
Recognition of extended warranty and maintenance arrangement
   revenue   (175)
Deferred revenue on extended warranties as of December 31, 2016   24 
New extended warranty and maintenance arrangements   127 
Recognition of extended warranty and maintenance arrangement
   revenue   (128)
Deferred revenue on extended warranties as of December 31, 2017  $ 23


 


 
Costs incurred under these extended warranty and maintenance arrangements for the years ended December 31, 2017 and December 31, 2016 amounted to $118 million and
$122 million, respectively.
 
 
NOTE 12:  FINANCIAL INSTRUMENTS


Kodak, as a result of its global operating and financing activities, is exposed to changes in foreign currency exchange rates and interest rates, which may adversely affect its
results of operations and financial position.  Kodak manages such exposures, in part, with derivative financial instruments.  Foreign currency forward contracts are used to
mitigate currency risk related to foreign currency denominated assets and liabilities, as well as forecasted foreign currency denominated intercompany assets.  Kodak’s exposure
to changes in interest rates results from its investing and borrowing activities used to meet its liquidity needs.  Kodak does not utilize financial instruments for trading or other
speculative purposes.


Kodak’s foreign currency forward contracts are not designated as hedges, and are marked to market through net earnings (loss) at the same time that the exposed assets and
liabilities are re-measured through net earnings (loss) (both in Other (income) charges, net in the Consolidated Statement of Operations).  The notional amount of such contracts
open at December 31, 2017 and 2016 was approximately $534 million and $340 million, respectively.  The majority of the contracts of this type held by Kodak were
denominated in Swiss francs and euros at December 31, 2017 and euros, British pounds and Chinese renminbi at December 31, 2016.  The net effect of foreign currency forward
contracts in the results of operations is shown in the following table:
 


  Year Ended December 31,  
(in millions)  2017   2016   2015  
Net (loss) gain from derivatives not designated as hedging
   instruments  $ (10)  $ (21)  $ 14


 


 
 
Kodak had no derivatives designated as hedging instruments for the years ended December 31, 2017, 2016 or 2015.


Kodak’s derivative counterparties are high-quality investment or commercial banks with significant experience with such instruments.  Kodak manages exposure to counterparty
credit risk by requiring specific minimum credit standards and diversification of counterparties.  Kodak has procedures to monitor the credit exposure amounts.  The maximum
credit exposure at December 31, 2017 was not significant to Kodak.


In the event of a default under the Company’s Credit Agreements, or a default under any derivative contract or similar obligation of Kodak, subject to certain minimum
thresholds, the derivative counterparties would have the right, although not the obligation, to require immediate settlement of some or all open derivative contracts at their then-
current fair value, but with liability positions netted against asset positions with the same counterparty.


As discussed in Note 9, “Redeemable, Convertible, Series A Preferred Stock”, Kodak concluded that the Series A Preferred Stock is considered more akin to a debt-type
instrument and that the economic characteristics and risks of the embedded conversion features, except where the conversion price was increased to the liquidation preference,
were not considered clearly and closely related to the Series A Preferred Stock.  The embedded conversion features not considered clearly and closely related are the conversion
at the option of the holder; the ability of Kodak to automatically convert the stock after the second anniversary of issuance and the conversion in the event of a fundamental
change or reorganization. Accordingly, these embedded conversion features were bifurcated from the Series A Preferred Stock and separately accounted for on a combined basis
as a single derivative asset or liability which is reported in Other long-term assets in the Consolidated Statement of Financial Position as of December 31, 2017 and Other long-
term liabilities as of December 31, 2016.  The derivative is being accounted for at fair value with changes in fair value being reported in Other (income) charges, net in the
Consolidated Statement of Operations.
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Fair Value


Fair values of Kodak’s foreign currency forward contracts are determined using observable inputs (Level 2 fair value measurements), and are based on the present value of
expected future cash flows (an income approach valuation technique) considering the risks involved and using discount rates appropriate for the duration of the contracts.  The
gross fair value of foreign currency forward contracts in an asset position are reported in Other current assets in the Consolidated Statement of Financial Position and the gross
fair value of foreign currency contracts in a liability position are reported in Other current liabilities.  The gross fair value of foreign currency forward contracts in an asset
position as of December 31, 2017 was $7 million. The gross fair value of the foreign currency forward contracts in an asset position as of December 31, 2016 and the gross fair
value of foreign currency contracts in a liability position as of December 31, 2017 or 2016 were not material.
 
The fair value of the Series A Preferred Stock embedded conversion features derivative is calculated using unobservable inputs (Level 3 fair measurements).  The value is
calculated using a binomial lattice model.  The following table presents the key inputs in the determination of fair value at December 31, 2017 and 2016:
 


  Valuation Date  
(in millions)  December 31, 2017   December 31, 2016  


Total value of embedded derivative (asset) liability  $ (4)  $ 43 
Kodak's closing stock price   3.10   15.50 
Expected stock price volatility   58.22%   42.85%
Risk free rate   2.08%   1.93%
Yield on the preferred stock   22.31%   11.38%


 
 
The Fundamental Change and Reorganization Conversion value at issuance was calculated as the difference between the total value of the Series A Preferred Stock and the sum
of the net present value of the cash flows if the Series A Preferred Stock is redeemed on its fifth anniversary and the values of the other embedded derivatives. The Fundamental
Change and Reorganization Conversion value reduces the value of the embedded conversion features derivative liability. Unless events occur which would alter the likelihood of
a fundamental change or reorganization event, the value of the Fundamental Change and Reorganization Conversion reflects the value as of the issuance date, amortized for the
passage of time. The Fundamental Change and Reorganization Conversion value exceeded the value of the embedded conversion features derivative liability at December 31,
2017 resulting in the derivative being reported as an asset.
 
The fair values of long-term borrowings were $348 million and $406 million at December 31, 2017 and 2016, respectively. Fair values of long-term borrowings (Level 2 fair
value measurements) are determined by reference to quoted market prices, if available, or by pricing models based on the value of related cash flows discounted at current
market interest rates,
 
Transfers between levels of the fair value hierarchy are recognized based on the actual date of the event or change in circumstances that caused the transfer.  There were no
transfers between levels of the fair value hierarchy during the year ended December 31, 2017.


The carrying values of cash and cash equivalents, restricted cash, and short-term borrowings and current portion of long-term debt approximate their fair values.
 
 
NOTE 13:  OTHER OPERATING EXPENSE (INCOME), NET
 


  Year Ended December 31,  
(in millions)  2017   2016   2015  
Expense (income):             
Asset impairments (1) (2) (3) (4) (5)  $ 24  $ 25  $ — 
Prosper asset remeasurement (6)   12   —   — 
Gains related to the sales of assets (7)   (8)   (9)   (6)
Legal settlements (8) (9)   —   (16)   — 
Deconsolidation of RED (10)   —   15   — 
Gain recognized on assets acquired for non-monetary
   consideration (11)   —   —   (3)
Other   —   1   3 


Total  $ 28  $ 16  $ (6)
 
(1) In the fourth quarter of 2017, Kodak recorded an impairment charge of $2 million related to the Kodak trade name.  Refer to Note 5, “Goodwill and Other Intangible


Assets.”
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(2) In the third quarter of 2017, due to canceling its copper mesh touch screen program, Kodak concluded that the carrying value of property, plant and equipment and
intangible assets associated with those operations exceeded their fair value.  Kodak recorded pre-tax impairment charges of $8 million and $12 million, respectively.


(3) In the first quarter of 2016, due to the exit of its position in silver metal mesh touch screen development, Kodak concluded that the carrying value of property, plant and
equipment associated with those operations exceeded their fair value and recorded pre-tax impairment charges of $12 million.


(4) In the first quarter of 2016, Kodak recorded an impairment charge of $8 million related to silver metal mesh touch screen intangible assets.  Refer to Note 5, “Goodwill
and Other Intangible Assets.”


(5) In the first quarter of 2016, Kodak recorded an impairment charge of $5 million related to the Kodak trade name.  Refer to Note 5, “Goodwill and Other Intangible
Assets.”


(6) In the first quarter of 2017, Kodak reduced the carrying value of Prosper fixed assets ($8 million) and intangible assets ($4 million) to the amount that would have been
recorded had the Prosper assets been continuously classified as held and used.  Refer to Note 25, “Discontinued Operations.”


(7) On June 30, 2016, Kodak sold certain assets of its brand protection business to eApeiron Solutions Inc. in exchange for cash consideration of approximately $6 million and
an equity investment of 19.9%.  Kodak will account for this investment under the equity method of accounting.  Kodak recognized a gain of approximately $7 million on
this transaction.


(8) In the first quarter of 2016, Kodak received $10 million representing net litigation proceeds from DuPont.
 
(9)  In the third quarter of 2016, Kodak settled a legal contingency and reduced the associated reserve by $6 million.”
 
(10) Refer to Note 1, “Summary of Significant Accounting Policies – Basis of Consolidation.”
 
(11) Refer to Note 24, “Segment Information”, footnote 8 to the table entitled “Segment Operational EBITDA from Consolidated Loss from Continuing Operations Before


Income Taxes.”
 
 
 
NOTE 14:  OTHER (INCOME) CHARGES, NET
 


  Year Ended December 31,  
(in millions)  2017   2016   2015  
Change in fair value of embedded conversion features
   derivative (1)  $ (47)  $ —  $ — 
Interest income   (4)   (3)   (1)
Loss on foreign exchange transactions   9   5   17 
Other   5   2   5 
Total  $ (37)  $ 4  $ 21


 


 
(1) Refer to Note 12, “Financial Instruments”.
 
 
NOTE 15:  INCOME TAXES
 
The 2017 Tax Act was signed into law on December 22, 2017. The 2017 Tax Act changed many aspects of U.S. corporate income taxation and included a reduction of the
corporate income tax rate from 35% to 21%, the implementation of a territorial tax system and the imposition of a tax on deemed repatriated earnings of foreign subsidiaries.
Kodak recognized the tax effects of the 2017 Tax Act in the year ended December 31, 2017.
 
The changes to existing U.S. tax laws as a result of the 2017 Tax Act, which Kodak believes have the most significant impact on Kodak’s federal income taxes are as follows:
 
Reduction of the U.S. Corporate Income Tax Rate
Kodak measures deferred tax assets and liabilities using enacted tax rates that will apply in the years in which the temporary differences are expected to be recovered or paid.
Accordingly, Kodak’s deferred tax assets and liabilities were remeasured to reflect the reduction in the U.S. corporate income tax rate from 35% to 21%, resulting in a $202
million decrease in Kodak’s net deferred tax assets for the year ended December 31, 2017.   This reduction in deferred tax assets was mainly offset by Kodak’s U.S. valuation
allowance except for the impact on deferred tax liabilities related to Kodak’s goodwill and tradename, which resulted in a benefit of approximately $7 million.
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Transition Tax on Foreign Earnings
Kodak recognized provisional income tax expense of $14 million for the year ended December 31, 2017 related to the one-time transition tax on certain foreign earnings which
will be offset by the utilization of foreign tax credits. The determination of the transition tax requires further analysis regarding the amount and composition of Kodak’s
historical foreign earnings, which is expected to be completed in the second half of 2018.
 
The 2017 Tax Act also includes a provision to tax global intangible low-taxed income (“GILTI”) of foreign subsidiaries and a base erosion anti-abuse tax (“BEAT”) measure that
taxes certain payments between a U.S. corporation and its subsidiaries. Kodak will be subject to the GILTI and BEAT provisions effective beginning January 1, 2018 and is in
the process of analyzing their effects, including how to account for the GILTI provision from an accounting policy standpoint.  Therefore, Kodak has not provided any deferred
tax impacts of GILTI in its consolidated financial statements for the year ended December 31, 2017.
 
On December 22, 2017, the SEC staff issued Staff Accounting Bulletin No. 118 (SAB 118) to address the application of U.S. GAAP in situations when a registrant does not
have the necessary information available, prepared, or analyzed (including computations) in reasonable detail to complete the accounting for certain income tax effects of the
2017 Tax Act. Kodak has recognized the provisional tax impacts related to deemed repatriated earnings and the re-measurement of deferred tax assets and liabilities to the extent
needed and included these amounts in its consolidated financial statements for the year ended December 31, 2017. The ultimate impact may differ from these provisional
amounts, possibly materially, due to, among other things, additional analysis, changes in interpretations and assumptions Kodak has made, additional regulatory guidance that
may be issued, and actions Kodak may take as a result of the 2017 Tax Act. The accounting is expected to be complete when the 2017 U.S. corporate income tax return is filed
in 2018.


The components of (Loss) earnings from continuing operations before income taxes and the related (benefit) provision for U.S. and other income taxes were as follows (in
millions):
 


  Year Ended December 31,  
  2017   2016   2015  
(Loss) earnings from continuing operations before income
   taxes:             
U.S.  $ (84)  $ (66)  $ (169)
Outside the U.S.   71   117   134 


Total  $ (13)  $ 51  $ (35)
U.S. income taxes:             


Current provision  $ 1  $ 2  $ 1 
Deferred (benefit) provision   (31)   6   9 


Income taxes outside the U.S.:             
Current provision   15   14   22 
Deferred (benefit) provision   (94)   11   — 


State and other income taxes:             
Current benefit   (1)   —   — 
Total provision  $ (110)  $ 33  $ 32


 


 
The differences between income taxes computed using the U.S. federal income tax rate and the (benefit) provision for income taxes for continuing operations were as follows (in
millions):
 


  Year Ended December 31,  
  2017   2016   2015  
Amount computed using the statutory rate  $ (5)  $ 18  $ (12)
Increase (reduction) in taxes resulting from:             


Unremitted foreign earnings   2   6   26 
Impact of goodwill and intangible impairments   (21)   —   — 
Operations outside the U.S.   13   20   28 
Legislative tax law and rate changes   150   6   — 
Valuation allowance   (259)   (58)   (71)
Tax settlements and adjustments, including interest   (11)   2   2 
Discharge of debt and other reorganization related items   39   40   60 
Embedded derivative liability conversion   (17)   —   — 
Other, net   (1)   (1)   (1)


(Benefit) provision for income taxes  $ (110)  $ 33  $ 32
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The significant components of deferred tax assets and liabilities were as follows (in millions):
 


  As of December 31,  
  2017   2016  
Deferred tax assets         


Pension and postretirement obligations  $ 96  $ 162 
Restructuring programs   1   1 
Foreign tax credit   343   335 
Inventories   10   10 
Investment tax credit   58   71 
Employee deferred compensation   25   41 
Depreciation   68   63 
Research and development costs   80   144 
Tax loss carryforwards   307   435 
Other deferred revenue   4   11 
Other   74   80 


Total deferred tax assets  $ 1,066  $ 1,353 
         
Deferred tax liabilities         


Leasing  $ 2  $ 1 
Goodwill/intangibles   16   48 
Unremitted foreign earnings   20   76 


Total deferred tax liabilities   38   125 
Net deferred tax assets before valuation allowance   1,028   1,228 
Valuation allowance   856   1,209 


Net deferred tax assets  $ 172  $ 19
 


 
Deferred tax assets (liabilities) are reported in the following components within the Consolidated Statement of Financial Position (in millions):
 


  As of December 31,  
  2017   2016  
Deferred income taxes  $ 188  $ 35 
Other long-term liabilities   (16)   (16)
Net deferred tax assets  $ 172  $ 19


 


 
As of December 31, 2017, Kodak had available domestic and foreign NOL carry-forwards for income tax purposes of approximately $1,375 million, of which approximately
$542 million have an indefinite carry-forward period.  The remaining $833 million expire between the years 2018 and 2037.  As of December 31, 2017, Kodak had unused
foreign tax credits and investment tax credits of $343 million and $58 million, respectively, with various expiration dates through 2032.
 
Utilization of post-emergence NOL carry-forwards and tax credits may be subject to limitations in the event of significant changes in stock ownership of the Company
in the future. Section 382 of the Internal Revenue Code of 1986, as amended, imposes annual limitations on the utilization of NOL carryforwards, other tax
carryforwards, and certain built-in losses as defined under that Section, upon an ownership change. In general terms, an ownership change may result from transactions
that increase the aggregate ownership of certain stockholders in Kodak’s stock by more than 50 percentage points over a three-year testing period.
 
The 2017 Tax Act includes a one-time transition tax on the mandatory deemed repatriation of cumulative foreign earnings as of December 31, 2017.  The one-time transition tax
as of December 31, 2017 resulted in the recognition of a previously recorded deferred tax liability on the undistributed foreign earnings and was fully offset by Kodak’s U.S.
valuation allowance, resulting in no net tax benefit.  Kodak had a deferred tax liability (net of related foreign tax credits) of $56 million on the foreign subsidiaries’ undistributed
earnings as of December 31, 2016.  Kodak has a deferred tax liability of $20 million for the potential foreign withholding taxes on the undistributed earnings as of December 31,
2017 and 2016.
 
Kodak’s valuation allowance as of December 31, 2017 was $856 million.  Of this amount, $159 million was attributable to Kodak’s net deferred tax assets outside the U.S. of
$353 million, and $697 million related to Kodak’s net deferred tax assets in the U.S. of $675 million, for which Kodak believes it is not more likely than not that the assets will
be realized.


During 2017, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would be realized as a result of increased profits in a
location outside the U.S. and accordingly, recorded a benefit of $101 million associated with the release of a valuation
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allowance on those deferred tax assets.  Additionally, during 2017, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S.
would not be realized due to reduced manufacturing volumes negatively impacting profitability in a location outside the U.S. and accordingly, recorded a provision of $7 million
associated with the establishment of a valuation allowance on those deferred tax assets.  


Kodak’s valuation allowance as of December 31, 2016 was $1,209 million.  Of this amount, $237 million was attributable to Kodak’s net deferred tax assets outside the U.S. of
$312 million, and $972 million related to Kodak’s net deferred tax assets in the U.S. of $916  million, for which Kodak believes it is not more likely than not that the assets will
be realized.


The net deferred tax assets in excess of the valuation allowance of approximately $172 million and $19 million as of December 31, 2017 and 2016, respectively, relate primarily
to NOL carry-forwards, certain tax credits, and pension related tax benefits for which Kodak believes it is more likely than not that the assets will be realized.


Accounting for Uncertainty in Income Taxes


A reconciliation of the beginning and ending amount of Kodak’s liability for income taxes associated with unrecognized tax benefits is as follows


(in millions):
 


  Year Ended December 31,  
  2017   2016   2015  
Balance as of January 1  $ 84  $ 85  $ 92 
Tax positions related to the current year:             
Additions   7   —   1 
Tax positions related to prior years:             
Additions   6   1   — 
Reductions   (28)   (2)   (7)
Settlements with taxing jurisdictions   (4)   —   — 
Lapses in statute of limitations   (4)   —   (1)
Balance as of December 31  $ 61  $ 84  $ 85


 


Kodak’s policy regarding interest and/or penalties related to income tax matters is to recognize such items as a component of income tax (benefit) expense.  Kodak had
approximately $17 million and $23 million of interest and penalties associated with uncertain tax benefits accrued as of December 31, 2017 and 2016, respectively.


Kodak had uncertain tax benefits of approximately $29 and $36 million as of December 31, 2017 and 2016, respectively, that, if recognized, would affect the effective income
tax rate.  Kodak has classified certain income tax liabilities as current or noncurrent based on management’s estimate of when these liabilities will be settled.  The current
liabilities are recorded in Other current liabilities in the Consolidated Statement of Financial Position.  Noncurrent income tax liabilities are recorded in Other long-term
liabilities in the Consolidated Statement of Financial Position.


It is reasonably possible that the liability associated with Kodak’s unrecognized tax benefits will increase or decrease within the next twelve months.  These changes may be the
result of settling ongoing audits or the expiration of statutes of limitations.  Such changes to the unrecognized tax benefits could range from $0 to $15 million based on current
estimates.  Audit outcomes and the timing of audit settlements are subject to significant uncertainty.  Although management believes that adequate provision has been made for
such issues, there is the possibility that the ultimate resolution of such issues could have an adverse effect on the earnings of Kodak.  Conversely, if these issues are resolved
favorably in the future, the related provision would be reduced, thus having a positive impact on earnings.


The 2017 Tax Act corporate tax rate decrease from 35% to 21% resulted in the re-measurement of uncertain tax positions (“UTPs”), reducing a reserve held in the U.S. by
approximately $22 million.  Unrecognized tax benefits are presented in the financial statements as a reduction to deferred tax assets for a NOL carryforward, a similar tax loss or
a tax credit carryforward.  As a result, the reduction of this UTP has been recorded as a reduction in Kodak’s deferred tax asset and is fully offset by valuation allowance,
therefore there is no net tax provision associated with this change.  
 
During 2017, Kodak agreed to terms with a tax authority outside of the U.S. and settled audits for calendar years 2008 through 2012. For these years, Kodak originally recorded
liabilities for a UTP totaling $6 million (plus interest of approximately $2 million). The settlement resulted in a reduction in Other current liabilities in the Consolidated
Statement of Financial Position and the recognition of a $1 million tax benefit.


Kodak is subject to taxation and files income tax returns in the U.S. federal jurisdiction and in many state and foreign jurisdictions.  Kodak has substantially concluded all U.S.
federal and state income tax matters for years through 2012 with respective tax authorities.  Kodak is currently under examination by the Internal Revenue Service for years
2013 and 2014.  With respect to countries outside the U.S., Kodak has substantially concluded all material foreign income tax matters through 2010 with respective foreign tax
jurisdiction authorities.
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NOTE 16:  RESTRUCTURING COSTS AND OTHER


Kodak recognizes the need to continually rationalize its workforce and streamline its operations in the face of ongoing business and economic changes.  Charges for
restructuring initiatives are recorded in the period in which Kodak commits to a formalized restructuring plan, or executes the specific actions contemplated by the plan and all
criteria for liability recognition under the applicable accounting guidance have been met.


The activity in the accrued balances and the non-cash charges and credits incurred in relation to restructuring programs during the three years ended December 31, 2017 were as
follows (in millions):
 


  
Severance
Reserve (1)   


Exit Costs
Reserve (1)   


Long-lived
Asset


Impairments
and Inventory


Write-downs (1)   
Accelerated


Depreciation (1)   Total  
Balance as of December 31, 2014  $ 22  $ 5  $ —  $ —  $ 27 
Charges   33   4   1   8   46 
Utilization/cash payments   (36)   (5)   (1)   (8)   (50)
Other adjustments & reclasses (2)   (12)   —   —   —   (12)
Balance as of December 31, 2015   7   4   —   —   11 
Charges   14   1   1   —   16 
Utilization/cash payments   (14)   (2)   (1)   —   (17)
Other adjustments & reclasses (3)   (2)   —   —   —   (2)
Balance as of December 31, 2016   5   3   —   —   8 
Charges   26   3   9   —   38 
Utilization/cash payments   (13)   (2)   (9)   —   (24)
Other adjustments & reclasses (4)   (12)   —   —   —   (12)
Balance as of December 31, 2017  $ 6  $ 4  $ —  $ —  $ 10


 


 
(1) The severance and exit costs reserves require the outlay of cash, while long-lived asset impairments, accelerated depreciation and inventory write-downs represent non-


cash items.


(2) The $(12) million includes $(9) million of severance related charges for pension plan special termination benefits, which were reclassified to Pension and other
postretirement liabilities and $(3) million of foreign currency translation adjustments.


(3) The $(2) million represents severance related charges for pension plan curtailments and special termination benefits, which were reclassified to Pension and other
postretirement liabilities.


(4) The $(12) million includes $(13) million of severance related charges for pension plan special termination benefits, which were reclassified to Pension and other
postretirement liabilities, and $1 million of foreign currency translation adjustments.


2015 Activity


The $46 million of charges for the year ended December 31, 2015 included $8 million for accelerated depreciation which was reported in Cost of revenues, $38 million which
was reported as Restructuring costs and other in the accompanying Consolidated Statement of Operations.


The 2015 severance costs related to the elimination of approximately 600 positions, including approximately 250 manufacturing/service, 250 administrative and 100 research
and development positions.  The geographic composition of these positions included approximately 275 in the U.S. and Canada, and 325 throughout the rest of the world.


Severance relating to these initiatives was paid in periods through 2016 since, in many instances, the employees whose positions were eliminated can elect or are required to
receive their payments over an extended period of time. In addition, certain exit costs, such as long-term lease payments, will continue beyond 2017.


2016 Activity


The $16 million of charges for the year ended December 31, 2016 included $1 million for inventory write-downs which was reported in Cost of revenues and $15 million which
was reported as Restructuring costs and other in the accompanying Consolidated Statement of Operations.
 
The 2016 severance costs related to the elimination of approximately 200 positions, including approximately 100 administrative, 75 manufacturing/service, and 25 research and
development positions.  The geographic composition of these positions included approximately 75 in the U.S. and Canada, and 125 throughout the rest of the world.
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Severance relating to these initiatives was paid in periods through 2017 since, in many instances, the employees whose positions were eliminated can elect or are required to
receive their payments over an extended period of time.  In addition, certain exit costs, such as long-term lease payments, will continue beyond 2017.


2017 Activity


Restructuring actions taken in 2017 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included actions associated
with the Prosper business cost reduction, voluntary workforce transition plans in the U.S., an office closure in Switzerland, the cancellation of the copper touch screen program,
as well as various targeted reductions in manufacturing, service, sales, research and development and other administrative functions.


As a result of these actions, for the year ended December 31, 2017 Kodak recorded $38 million of charges, including $7 million for inventory write-downs which was reported
in Cost of revenues and $31 million which was reported as Restructuring costs and other in the accompanying Consolidated Statement of Operations.


The 2017 severance costs related to the elimination of approximately 475 positions, including approximately 225 administrative, 150 manufacturing/service, and 100 research
and development positions.  The geographic composition of these positions included approximately 325 in the U.S. and Canada, and 150 throughout the rest of the world.


As a result of these initiatives, the majority of severance payments will be completed by the end of the first half of 2018.  However, in some instances, the employees whose
positions were eliminated can elect or are required to receive their payments over an extended period of time.  In addition, certain exit costs, such as long-term lease payments,
will be paid throughout 2017 and beyond.


Prosper Business Cost Reduction
 
On January 12, 2017, Kodak announced an action to streamline costs in its Prosper business.  This action is pursuant to Kodak’s initiative to focus the Prosper business on
developing next generation Ultrastream technology with solutions that place writing systems in original equipment manufacturer and hybrid applications and the continued
placement of Prosper 6000 presses and components in suitable high volume applications.  The action has been substantially completed as of December 31, 2017.


Under this program for the year ended December 31, 2017, Kodak recorded severance charges of $4 million, long-lived asset impairment charges of $2 million, and inventory
write-downs of $6 million.
 
 
NOTE 17:  RETIREMENT PLANS


Substantially all U.S. employees are covered by a noncontributory defined benefit plan, the Kodak Retirement Income Plan (“KRIP”), which is funded by Company
contributions to an irrevocable trust fund.  The funding policy for KRIP is to contribute amounts sufficient to meet minimum funding requirements as determined by employee
benefit and tax laws plus any additional amounts the Company determines to be appropriate.    Assets in the trust fund are held for the sole benefit of participating employees
and retirees.  They are composed of corporate equity and debt securities, U.S. government securities, partnership investments, interests in pooled funds, commodities, real estate,
and various types of interest rate, foreign currency, debt, and equity market financial instruments.


For U.S. employees hired prior to March 1999 KRIP’s benefits were generally based on a formula recognizing length of service and final average earnings.  KRIP included a
separate cash balance formula for all U.S. employees hired after February 1999, as well as employees hired prior to that date who opted in to the cash balance formula during a
special election period.  Effective January 1, 2015 the KRIP was amended to provide that all participants accrue benefits under a single, revised cash balance formula (the “Cash
Balance Plan”).  The Cash Balance Plan credits employees' hypothetical accounts with an amount equal to either 7% or 8% of their pay, plus interest based on the 30-year
Treasury bond rate.


Many subsidiaries and branches operating outside the U.S. have defined benefit retirement plans covering substantially all employees.  Contributions by Kodak for these plans
are typically deposited under government or other fiduciary-type arrangements.  Retirement benefits are generally based on contractual agreements that provide for benefit
formulas using years of service and/or compensation prior to retirement.  The actuarial assumptions used for these plans reflect the diverse economic environments within the
various countries in which Kodak operates.


Information on the major funded and unfunded U.S. and Non-U.S. defined benefit pension plans is presented below.  The composition of the major plans may vary from year to
year.  If the major plan composition changes, prior year data is conformed to ensure comparability.


82







The measurement date used to determine the pension obligation for all funded and unfunded U.S. and Non-U.S. defined benefit plans is December 31.
 


  
Year Ended


December 31, 2017   
Year Ended


December 31, 2016  
(in millions)  U.S.   Non-U.S.   U.S.   Non-U.S.  
Change in Benefit Obligation                 
Projected benefit obligation at beginning of period  $ 3,908  $ 816  $ 4,099  $ 800 


Service cost   12   3   12   3 
Interest cost   115   12   113   14 
Benefit payments   (352)   (48)   (395)   (48)
Actuarial loss   170   37   76   61 
Special termination benefits   13   —   3   — 
Currency adjustments   —   65   —   (14)


Projected benefit obligation at end of period  $ 3,866  $ 885  $ 3,908  $ 816 
                 
Change in Plan Assets                 
Fair value of plan assets at beginning of period  $ 3,653  $ 693  $ 3,793  $ 728 


Gain on plan assets   503   27   255   19 
Employer contributions   —   5   —   4 
Benefit payments   (352)   (48)   (395)   (48)
Currency adjustments   —   45   —   (10)


Fair value of plan assets at end of period  $ 3,804  $ 722  $ 3,653  $ 693 
                 
Under Funded Status at end of period  $ (62)  $ (163)  $ (255)  $ (123)
                 
Accumulated benefit obligation at end of period  $ 3,864  $ 874  $ 3,907  $ 806


 


 
Amounts recognized in the Consolidated Statement of Financial Position for all major funded and unfunded U.S. and Non-U.S. defined benefit plans are as follows (in millions):
 


  As of December 31,  
  2017   2016  
  U.S.   Non-U.S.   U.S.   Non-U.S.  


Other long-term assets  $ —  $ 35  $ —  $ 34 
Pension and other postretirement liabilities   (62)   (198)   (255)   (157)


Net amount recognized  $ (62)  $ (163)  $ (255)  $ (123)
 
Information with respect to the major funded and unfunded U.S. and Non-U.S. defined benefit plans with an accumulated benefit obligation in excess of plan assets is as follows
(in millions):
 


  As of December 31,  
  2017   2016  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Projected benefit obligation  $ 3,866  $ 617  $ 3,908  $ 541 
Accumulated benefit obligation   3,864   606   3,907   532 
Fair value of plan assets   3,804   419   3,653   384


 


 
Amounts recognized in accumulated other comprehensive (loss) income for all major funded and unfunded U.S. and Non-U.S. defined benefit plans consist of (in millions):
 


  As of December 31,  
  2017   2016  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Prior service credit  $ 36  $ 3  $ 39  $ 4 
Net actuarial loss   (271)   (110)   (356)   (76)


Total  $ (235)  $ (107)  $ (317)  $ (72)
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Other changes in major plan assets and benefit obligations recognized in Other comprehensive income (expense) are as follows (in millions):
 
  Year Ended December 31,  
  2017   2016   2015  
  U.S.   Non-U.S.   U.S.   Non-U.S.   U.S.   Non-U.S.  
Newly established (loss) gain  $ 90  $ (37)  $ (83)  $ (70)  $ (126)  $ 25 
Amortization of:                         


Prior service credit   (7)   —   (7)   —   (8)   — 
Net actuarial loss   —   3   7   —   —   2 


Total (loss) income recognized in Other
   comprehensive income  $ 83  $ (34)  $ (83)  $ (70)  $ (134)  $ 27


 


 
The Company expects to recognize $8 million of prior service credits and $10 million of net actuarial losses as components of net periodic benefit cost over the next year.


Pension income for all defined benefit plans included (in millions):
 
  Year Ended December 31,  
  2017   2016   2015  
  U.S.   Non-U.S.   U.S.   Non-U.S.   U.S.   Non-U.S.  
Major defined benefit plans:                         


Service cost  $ 12  $ 3  $ 12  $ 3  $ 17  $ 3 
Interest cost   115   12   113   14   148   17 
Expected return on plan assets   (243)   (27)   (262)   (28)   (272)   (30)
Amortization of:                         


Prior service credit   (7)   —   (7)   —   (8)   — 
Actuarial loss   —   3   7   —   —   2 


Pension income before special termination
   benefits   (123)   (9)   (137)   (11)   (115)   (8)


Special termination benefits   13   —   3   —   9   — 
Net pension income for major
   defined benefit plans   (110)   (9)   (134)   (11)   (106)   (8)


Other plans including unfunded plans   —   —   —   (2)   —   4 
Net pension income  $ (110)  $ (9)  $ (134)  $ (13)  $ (106)  $ (4)
 
Beginning in 2016, Kodak changed the method used to estimate the service and interest cost components of the net periodic pension costs. The new method uses the spot yield
curve approach to estimate the service and interest costs by applying the specific spot rates along the yield curve used to determine the benefit obligations to relevant projected
cash outflows. Prior to 2016, the service and interest costs were determined using a single weighted-average discount rate based on the AA yield curves used to measure the
benefit obligation at the measurement date. Kodak changed to the new method to provide a more precise measure of interest and service costs by improving the correlation
between the projected benefit cash flows and the discrete spot yield curve rates. Kodak accounted for this change prospectively as a change in estimate beginning in the first
quarter of 2016.


As a result of the methodology change, the 2016 interest cost for the major U.S. and non-U.S. defined benefit pension plans decreased by approximately $31 million and $4
million, respectively. The methodology change did not have a material impact on service cost for Kodak’s major defined benefit plans.


The special termination benefits of $13 million, $3 million and $9 million for the years ended December 31, 2017, 2016 and 2015, respectively, were incurred as a result of
Kodak's restructuring actions and, therefore, have been included in Restructuring costs and other in the Consolidated Statement of Operations for those periods.


The weighted-average assumptions used to determine the benefit obligation amounts for all major funded and unfunded U.S. and Non-U.S. defined benefit plans were as
follows:
 
  Year Ended December 31,  
  2017   2016   2015  
  U.S.   Non-U.S.   U.S.   Non-U.S.   U.S.   Non-U.S.  
Discount rate   3.34%   1.90%   3.74%   2.04%   3.89%   2.50%
Salary increase rate   3.50%   2.17%   3.43%   1.99%   3.37%   1.91%
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The weighted-average assumptions used to determine net pension (income) expense for all the major funded and unfunded U.S. and Non-U.S. defined benefit plans were as
follows:
 
  Year Ended December 31,  
  2017   2016   2015  
  U.S.   Non-U.S.   U.S.   Non-U.S.   U.S.   Non-U.S.  
Effective rate for service cost   3.68%   2.66%   3.49%   2.81%   3.50%   2.09%
Effective rate for interest cost   3.06%   1.56%   2.82%   1.90%   3.50%   2.09%
Salary increase rate   3.43%   2.09%   3.37%   1.91%   3.34%   1.95%
Expected long-term rate of return on
   plan assets   7.00%   4.21%   7.40%   4.65%   7.40%   4.69%
 
Plan Asset Investment Strategy


The investment strategy underlying the asset allocation for the pension assets is to achieve an optimal return on assets with an acceptable level of risk while providing for the
long-term liabilities, and maintaining sufficient liquidity to pay current benefits and other cash obligations of the plans.  This is primarily achieved by investing in a broad
portfolio constructed of various asset classes including equity and equity-like investments, debt and debt-like investments, real estate, private equity and other assets and
instruments.  Long duration bonds and Treasury bond futures are used to partially match the long-term nature of plan liabilities. Other investment objectives include maintaining
broad diversification between and within asset classes and fund managers, and managing asset volatility relative to plan liabilities.


Every three years, or when market conditions have changed materially, each of Kodak’s major pension plans will undertake an asset allocation or asset and liability modeling
study.  The asset allocation and expected return on the plans’ assets are individually set to provide for benefits and other cash obligations within each country’s legal investment
constraints.


Actual allocations may vary from the target asset allocations due to market value fluctuations, the length of time it takes to implement changes in strategy, and the timing of cash
contributions and cash requirements of the plans.  The asset allocations are monitored, and are rebalanced in accordance with the policy set forth for each plan.


The total plan assets attributable to the major U.S. defined benefit plans at December 31, 2017 relate to KRIP.  The expected long-term rate of return on plan assets assumption
(“EROA”) is based on a combination of formal asset and liability studies that include forward-looking return expectations given the current asset allocation.  A review of the
EROA as of December 31, 2017, based upon the current asset allocation and forward-looking expected returns for the various asset classes in which KRIP invests, resulted in an
EROA of 6.4%.


As with KRIP, the EROA assumptions for certain of Kodak’s other pension plans were reassessed as of December 31, 2017.  The annual expected return on plan assets for the
major non-U.S. pension plans range from 2.6% to 5.3% based on the plans’ respective asset allocations as of December 31, 2017.


Plan Asset Risk Management


Kodak evaluates its defined benefit plans’ asset portfolios for the existence of significant concentrations of risk.  Types of concentrations that are evaluated include, but are not
limited to, investment concentrations in a single entity, type of industry, foreign country, and individual fund.  Foreign currency contracts and swaps are used to partially hedge
foreign currency risk.  Additionally, Kodak’s major defined benefit pension plans invest in government bond futures and long duration investment grade bonds to partially hedge
the liability risk of the plans.  As of December 31, 2017 and 2016, there were no significant concentrations (defined as greater than 10% of plan assets) of risk in Kodak’s
defined benefit plan assets.


The Company's weighted-average asset allocations for its major U.S. defined benefit pension plans by asset category, are as follows:
 


  As of December 31,    
  2017   2016   2017 Target
Asset Category           
Equity securities   10%   16%  7-13%
Debt securities   42%   33%  35-45%
Real estate   2%   3%  0-6%
Cash and cash equivalents   1%   3%  0-6%
Global balanced asset allocation funds   16%   14%  12-18%
Other   29%   31%  27-39%
Total   100%   100%  
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Kodak’s weighted-average asset allocations for its major Non-U.S. defined benefit pension plans by asset category, are as follows:
 


  As of December 31,    
  2017   2016   2017 Target
Asset Category           
Equity securities   3%   4%  0-6%
Debt securities   32%   31%  30-40%
Real estate   1%   1%  0-6%
Cash and cash equivalents   2%   3%  0-6%
Global balanced asset allocation funds   5%   4%  2-8%
Other   57%   57%  55-65%
Total   100%   100%   


 
Fair Value Measurements


Kodak’s asset allocations by level within the fair value hierarchy at December 31, 2017 and 2016 are presented in the tables below for Kodak’s major defined benefit
plans.  Kodak’s plan assets are accounted for at fair value and are classified within the fair value hierarchy based on the lowest level of input that is significant to the fair value
measurement, with the exception of investments for which fair value is measured using the net asset value per share expedient.  Kodak’s assessment of the significance of a
particular input to the fair value measurement requires judgment, and may affect the valuation of fair value of assets and their placement within the fair value hierarchy levels.


Assets not utilizing the net asset value per share expedient are valued as follows:  Equity and debt securities traded on an active market are valued using a market approach based
on the closing price on the last business day of the year. Real estate investments are valued primarily based on independent appraisals and discounted cash flow models, taking
into consideration discount rates and local market conditions. Cash and cash equivalents are valued utilizing cost approach valuation techniques.  Other investments are valued
using a combination of market, income, and cost approaches, based on the nature of the investment.  Private equity investments are valued primarily based on independent
appraisals, discounted cash flow models, cost, and comparable market transactions, which include inputs such as discount rates and pricing data from the most recent equity
financing.  Insurance contracts are primarily valued based on contract values, which approximate fair value.  For investments with lagged pricing, Kodak uses the available net
asset values, and also considers expected return, subsequent cash flows and relevant material events.


Major U.S. Plans
December 31, 2017
 


  U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ —  $ —  $ —  $ 30  $ 30 
                     
Equity Securities   60   —   —   322   382 
                     
Debt Securities:                     


Government Bonds   —   —   —   1,179   1,179 
Investment Grade Bonds   —   421   —   —   421 


                     
Real Estate   —   —   26   68   94 
                     
Global Balanced Asset Allocation Funds   —   —   —   597   597 


                     
Other:                     


Absolute Return   —   —   —   489   489 
Private Equity   —   —   14   601   615 
Derivatives with unrealized losses   (3)   —   —   —   (3)


  $ 57  $ 421  $ 40  $ 3,286  $ 3,804
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Major U.S. Plans
December 31, 2016
 
  U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ 1  $ —  $ —  $ 106  $ 107 
                     
Equity Securities   —   —   —   582   582 
                     
Debt Securities:                     


Government Bonds   —   —   —   849   849 
Investment Grade Bonds   —   373   —   —   373 


                     
Real Estate   —   —   32   84   116 
                     
Global Balanced Asset Allocation Funds   —   —   —   511   511 


                     
Other:                     


Absolute Return   —   —   —   457   457 
Private Equity   —   —   14   645   659 
Derivatives with unrealized losses   (1)   —   —   —   (1)


  $ —  $ 373  $ 46  $ 3,234  $ 3,653
 


 
For Kodak’s major U.S. defined benefit pension plans, equity investments are invested broadly in U.S. equity, developed international equity, and emerging markets.  Fixed
income investments are comprised primarily of long duration U.S. Treasuries and investment-grade corporate bonds.  Real estate investments primarily include investments in
limited partnerships that invest in office, industrial, retail and apartment properties.  Global Balanced Asset Allocation investments are commingled funds that hold a diversified
portfolio of passive market exposures, including equities, debt, currencies and commodities.  Absolute return investments are comprised of a diversified portfolio of hedge funds
using equity, debt, commodity, and currency strategies held separate from the derivative-linked hedge funds described later in this footnote. Private equity investments are
primarily comprised of limited partnerships and fund-of-fund investments that invest in distressed investments, venture capital, leveraged buyouts and special
situations.  Natural resource investments in oil and gas partnerships and timber funds are also included in this category.
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Major Non-U.S. Plans
December 31, 2017
 
  Non - U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ 6  $ —  $ —  $ 5  $ 11 
                     
Equity Securities   —   —   —   24   24 
                     
Debt Securities:                     


Government Bonds   —   —   —   79   79 
Inflation-Linked Bonds   —   —   —   5   5 
Investment Grade Bonds   —   62   —   76   138 
Global High Yield & Emerging Market Debt   —   —   —   11   11 


                     
Real Estate   —   —   —   10   10 


                     
Global Balanced Asset Allocation Funds   —   —   —   33   33 


                     
Other:                     


Absolute Return   —   —   —   8   8 
Private Equity   —   —   —   43   43 
Insurance Contracts   —   358   —   —   358 
Derivatives with unrealized gains   1   —   —   —   1 


  $ 7  $ 420  $ —  $ 294  $ 721
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Major Non-U.S. Plans
December 31, 2016
 
  Non - U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ 9  $ —  $ —  $ 9  $ 18 
                     
Equity Securities   —   —   —   28   28 
                     
Debt Securities:                     


Government Bonds   —   —   —   86   86 
Inflation-Linked Bonds   —   —   —   5   5 
Investment Grade Bonds   —   59   —   57   116 
Global High Yield & Emerging Market Debt   —   —   —   11   11 


                     
Real Estate   —   —   —   6   6 


                     
Global Balanced Asset Allocation Funds   —   —   —   29   29 


                     
Other:                     


Absolute Return   —   —   —   8   8 
Private Equity   —   —   —   56   56 
Insurance Contracts   —   333   —   —   333 
Derivatives with unrealized gains   (3)   —   —   —   (3)


  $ 6  $ 392  $ —  $ 295  $ 693
 


 
 
For Kodak’s major non-U.S. defined benefit pension plans, equity investments are invested broadly in local equity, developed international and emerging markets.  Fixed income
investments are comprised primarily of government and investment grade corporate bonds.  Real estate investments primarily include investments in limited partnerships that
invest in office, industrial, and retail properties.  Global Balanced Asset Allocation investments are commingled funds that hold a diversified portfolio of passive market
exposures, including equities, debt, currencies and commodities.  Absolute return investments are comprised of a diversified portfolio of hedge funds using equity, debt,
commodity, and currency strategies held separate from the derivative-linked hedge funds described late in this footnote.  Private equity investments are comprised of limited
partnerships and fund-of-fund investments that invest in distressed investments, venture capital and leveraged buyouts.  Insurance contracts are typically annuities from life
insurance companies covering specific pension obligations.


For Kodak’s major defined benefit pension plans, certain investment managers are authorized to invest in derivatives such as futures, swaps, and currency forward
contracts.  Investments in derivatives are used to obtain desired exposure to a particular asset, index or bond duration and require only a portion of the total exposure to be
invested as cash collateral.  In instances where exposures are obtained via derivatives, the majority of the exposure value is available to be invested, and is typically invested, in
a diversified portfolio of hedge fund strategies that generate returns in addition to the return generated by the derivatives.  Of the December 31, 2017 investments shown in the
major U.S. plans table above, 2% of the total pension assets represented equity securities exposure obtained via derivatives and are reported in equity securities, and 31% of the
total pension assets represented U.S. government bond exposure, at 18 years target duration, obtained via derivatives and are reported in government bonds.  Of the December
31, 2016 investments shown in the major U.S. plans table above, 10% of the total pension assets represented equity securities exposure obtained via derivatives and are reported
in equity securities, and 23% of the total pension assets represented U.S. government bond exposure, at 18 years target duration, obtained via derivatives and are reported in
government bonds.


Of the December 31, 2017 investments shown in the major Non-U.S. plans table above, 0% and 7% of the total pension assets represented derivative exposures to equity
securities and government bonds (at 13 years target duration) and are reported in those respective classes.  Of the December 31, 2016 investments shown in the major Non-U.S.
plans table above, 0% and 9% of the total pension assets represented derivative exposures to equity securities and government bonds (at 13 years target duration) and are
reported in those respective classes.
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The following is a reconciliation of the beginning and ending balances of level 3 assets of Kodak’s major U.S. defined benefit pension plans:
 
  U.S.  


(in millions)


 


Balance at
January 1, 2017   


Net Realized and
Unrealized Gains and
(Losses) Relating to


Assets Still Held    


Net Transfer
Into/(Out of)


Level 3   
Balance at


December 31, 2017  
Real Estate  $ 32  $ 5   $ (11)  $ 26 
Private Equity   14   3    (3)   14 
Total  $ 46  $ 8   $ (14)  $ 40


 


 
 
  U.S.  


(in millions)


 


Balance at
January 1, 2016   


Net Realized and
Unrealized Gains and
(Losses) Relating to


Assets Still Held    


Net Transfer
Into/(Out of)


Level 3   
Balance at


December 31, 2016  
Real Estate  $ 34  $ 7   $ (9)  $ 32 
Private Equity   24   (6)    (4)   14 
Total  $ 58  $ 1   $ (13)  $ 46


 


 
The following pension benefit payments, which reflect expected future service, are expected to be paid (in millions):
 


  U.S.   Non-U.S.  
2018  $ 335  $ 50 
2019   321   50 
2020   311   50 
2021   299   49 
2022   289   49 
2023 - 2027   1,290   228


 


 
 
NOTE 18:  OTHER POSTRETIREMENT BENEFITS


Kodak provides continued access to medical and dental benefits through lifetime COBRA coverage for certain eligible U.S. retirees and long-term disability recipients who
elected such coverage, along with their spouses, dependents and survivors. In Canada, Kodak provides medical, dental, life insurance, and survivor income benefits to eligible
retirees.  In the U.K., Kodak provides medical benefits to eligible retirees.  The other postretirement benefit plans in the U.S., Canada, and the U.K. are closed to new
participants. Information on the U.S., Canada and U.K. other postretirement plans is presented below.


The measurement date used to determine the net benefit obligation for Kodak's other postretirement benefit plans is December 31.


Changes in Kodak’s benefit obligation and funded status were as follows (in millions):
 


  Year Ended December 31,  
  2017   2016  
Net benefit obligation at beginning of period  $ 74  $ 78 
Interest cost   2   2 
Plan participants’ contributions   3   5 
Actuarial loss   1   1 
Benefit payments   (8)   (10)
Currency adjustments   2   (2)
Net benefit obligation at end of period  $ 74  $ 74 
         
Underfunded status at end of period  $ (74)  $ (74)
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Amounts recognized in the Consolidated Statement of Financial Position consist of (in millions):
 


  As of December 31,  
  2017   2016  
Other current liabilities  $ (5)  $ (5)
Pension and other postretirement liabilities   (69)   (69)
  $ (74)  $ (74)


 
Amounts recognized in Accumulated other comprehensive loss consist of (in millions):
 


  As of December 31,  
  2017   2016  
Net actuarial gain  $ (2)  $ (5)


 
Changes in benefit obligations recognized in Other comprehensive loss (income) consist of (in millions):
 


  Year Ended December 31,  
  2017   2016  
Newly established loss  $ 1  $ 1 
Amortization of:         
  Net actuarial gain   2   2 
Total loss recognized in Other comprehensive (loss) income  $ 3  $ 3


 


 
Other postretirement benefit cost included:
 


  Year Ended December 31,  
  2017   2016   2015  
Components of net postretirement benefit cost:             
Service cost  $ —  $ —  $ — 
Interest cost   2   2   3 
Amortization of:             


Actuarial gain   (2)   (2)   — 
Other postretirement benefit cost from continuing
   operations  $ —  $ —  $ 3


 


 
The weighted-average assumptions used to determine the net benefit obligations were as follows:
 


  Year Ended December 31,  
  2017   2016  


Discount rate   3.20%   3.44%
Salary increase rate   2.35%   2.35%


 
The weighted-average assumptions used to determine the net postretirement benefit cost were as follows:
 


  Year Ended December 31,  
  2017   2016   2015  
Effective rate for interest cost   2.87%   2.85%   3.49%
Salary increase rate   2.35%   1.80%   2.60%


 
The weighted-average assumed healthcare cost trend rates used to compute the other postretirement amounts were as follows:
 


  2017   2016  
Healthcare cost trend   5.40%   5.68%
Rate to which the cost trend rate is assumed to decline
   (the ultimate trend rate)   4.38%   4.38%
Year that the rate reaches the ultimate trend rate   2022   2022
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Assumed healthcare cost trend rates effect the amounts reported for the healthcare plans.  A one-percentage point change in assumed healthcare cost trend rates would have the
following effects:
 


  1% increase   1% decrease  
Effect on total service and interest cost  $ —  $ — 
Effect on postretirement benefit obligation   5   (4)


 
The following other postretirement benefits, which reflect expected future service, are expected to be paid (in millions):
 


2018  $ 5 
2019   5 
2020   4 
2021   4 
2022   4 
2023-2027   19


 


 
 
NOTE 19:  EARNINGS PER SHARE


Basic earnings per share are calculated using the weighted-average number of shares of common stock outstanding during the period.  Diluted earnings per share calculations
include any dilutive effect of potential common shares.  In periods with a net loss from continuing operations, diluted earnings per share are calculated using weighted-average
basic shares for that period, as utilizing diluted shares would be anti-dilutive to loss per share.


A reconciliation of the amounts used to calculate basic and diluted earnings per share for the years ended December 31, 2017 and 2016 follows (in millions):


 
  Year Ended December 31,  
  2017   2016  
Earnings from continuing operations attributable to Eastman
   Kodak Company  $ 96  $ 17 
Less: Series A convertible preferred stock cash dividends   (11)   (2)
Less: Series A convertible preferred stock deemed dividends   (8)   (1)


Earnings from continuing operations available to common
   shareholders - basic and diluted  $ 77  $ 14


 


 
Net income attributable to Eastman Kodak Company  $ 94  $ 15 
Less: Series A convertible preferred stock cash dividends   (11)   (2)
Less: Series A convertible preferred stock deemed dividends   (8)   (1)
Net income available to common shareholders - basic and
   diluted  $ 75  $ 12


 


 
Weighted-average common shares outstanding - basic   42.5   42.2 
Effect of dilutive securities:         
Unvested restricted stock units   0.2   0.3 
Weighted-average common shares outstanding - diluted   42.7   42.5
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The computation of diluted earnings per share for the years ended December 31, 2017 and 2016 excluded the impact of (1) the assumed conversion of 2.0 million shares of
Series A convertible preferred shares, (2) the assumed conversion of net share settled warrants to purchase 1.8 million shares of common stock at an exercise price of $14.93, (3)
the assumed conversion of net share settled warrants to purchase 1.8 million shares of common stock at an exercise price of $16.12 and (4) the assumed conversion of 4.8
million and 2.2 million, respectively, outstanding employee stock options because they would have been anti-dilutive.
 
As a result of the net loss from continuing operations for the year ended December 31, 2015 Kodak calculated diluted earnings per share using weighted-average basic shares
outstanding for those periods.  If Kodak had reported earnings from continuing operations for the year ended December 31, 2015, the following potential shares of its common
stock would have been dilutive in the computation of diluted earnings per share:
    


  
Year Ended


December 31,  
(in millions of shares)  2015  
Unvested share-based awards   0.2 
Warrants to purchase common shares   0.3 


Total   0.5
 


 
The computation of diluted earnings per share for the year ended December 31, 2015 also excluded outstanding employee stock options of 1.6 million because the effects would
have been anti-dilutive.
 
 
NOTE 20:  STOCK-BASED COMPENSATION


Kodak’s stock incentive plan is the 2013 Omnibus Incentive Plan (the “2013 Plan”).  The 2013 Plan is administered by the Executive Compensation Committee of the Board of
Directors.


Officers, directors and employees of the Company and its consolidated subsidiaries are eligible to receive awards.  Stock options are generally non-qualified, are at exercise
prices equal to or greater than the closing price of Kodak’s stock on the date of grant and expire seven years after the grant date.  Stock-based compensation awards granted
under Kodak’s stock incentive plan are generally subject to a three-year vesting period from the date of grant, or a later date as determined by the Executive Compensation
Committee.  Awards are subject to settlement in newly-issued shares of common stock.  Unless sooner terminated by the Executive Compensation Committee, no awards may be
granted under the 2013 Plan after the tenth anniversary of the Effective Date.


The maximum number of shares of common stock that may be issued under the 2013 Plan is approximately 4.8 million. In addition, under the 2013 Plan, the maximum number
of shares available for the grant of incentive stock options is 2.0 million shares. The maximum number of shares as to which stock options or stock appreciation rights may be
granted to any one person under the 2013 Plan in any calendar year is 2.0 million shares. The maximum number of performance-based compensation awards that may be granted
to any one employee under the 2013 Plan in any calendar year is 1.0 million shares or, in the event such award is paid in cash, $2.5 million. The maximum number of awards
that may be granted to any non-employee director under the 2013 Plan in any calendar year may not exceed a number of awards with a grant date fair value of $900,000,
computed as of the grant date.


Compensation expense is recognized on a straight-line basis over the service or performance period for each separately vesting tranche of the award and is adjusted for actual
forfeitures before vesting.  Kodak assesses the likelihood that performance-based shares will be earned based on the probability of meeting the performance criteria.  For those
performance-based awards that are deemed probable of achievement, expense is recorded, and for those awards that are deemed not probable of achievement, no expense is
recorded. Kodak assesses the probability of achievement each quarter.


Restricted Stock Units


Restricted stock units are payable in shares of the Company common stock upon vesting.  The fair value is based on the closing market price of the Company’s stock on the
grant date.  Compensation cost related to restricted stock units was $4 million, $5 million and $7 million for the years ended December 31, 2017, 2016 and 2015, respectively.


The weighted average grant date fair value of restricted stock unit awards granted for the years ended December 31, 2017, 2016 and 2015 was $9.20, $13.85 and $14.86,
respectively.  The total fair value of restricted stock units that vested was $7 million for the years ended December 31, 2017 and 2016 and $5 million for the year ended
December 31, 2015.  As of December 31, 2017, there was $2 million of unrecognized compensation cost related to restricted stock units.  The cost is expected to be recognized
over a weighted average period of 1.5 years.
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The following table summarizes information about restricted stock unit activity for the year ended December 31, 2017:
 


  


Number of
Restricted


Stock Units   


Weighted-Average
Grant Date
Fair Values  


Outstanding on December 31, 2016   651,544  $ 16.57 
Granted   222,853  9.20 
Vested   399,527  17.56 
Forfeited   6,189  17.26 


Outstanding on December 31, 2017   468,681  12.21
 


 
Stock Options


The following table summarizes information about stock option activity for the year ended December 31, 2017:
 


  


Shares
Under
Option   


Weighted Average
Exercise


Price
Per Share   


Weighted Average
Remaining


Contractual Life
(Years)  


Aggregate
Intrinsic


Value
($ millions)  


Outstanding on December 31, 2016   2,214,459  $ 17.10       
Granted   2,605,051  11.93       
Forfeited   11,655  16.80       


Outstanding on December 31, 2017   4,807,855  14.30  5.75   -  
Exercisable on December 31, 2017   1,400,690  18.73  4.31   -  
Expected to vest December 31, 2017   3,407,165  12.48  6.28   -


 


 
The aggregate intrinsic value represents the total pretax intrinsic value that option holders would have received had all option holders exercised their options on the last trading
day of the year.  The aggregate intrinsic value is the difference between the Kodak closing stock price on the last trading day of the year and the exercise price, multiplied by the
number of in-the-money options.
 
There was no intrinsic value of options outstanding, exercisable or expected to vest due to the fact that the market price of the Company’s common stock as of December 31,
2017 was below the weighted average exercise price of options. There were no options exercised in 2017.


The weighted average grant date fair value of options granted for the years ended December 31, 2017, 2016 and 2015 was $2.26, $5.56 and $5.94, respectively.  The total fair
value of options that vested during the year ended December 31, 2017, 2016 and 2015 was $4 million, $3 million and $2 million, respectively.  Compensation cost related to
stock options for the years ended December 31, 2017, 2016 and 2015 was $5 million, $4 million and $4 million, respectively.


As of December 31, 2017, there was $6 million of unrecognized compensation cost related to stock options.  The cost is expected to be recognized over a weighted average
period of 1.7 years.


Kodak utilizes the Black-Scholes option valuation model to estimate the fair value of stock options.  Public trading of the Company’s common stock began on September 23,
2013, providing limited historical data upon which to base assumptions.  The expected term of options granted is the period of time the options are expected to be outstanding
and is calculated using a simplified method based on the option’s vesting period and original contractual term.  Until late in 2016 the Company estimated expected volatility by
taking the average of the historical volatility of the Company’s stock (measured using the daily closing stock prices since public trading in the Company’s stock began) and the
implied volatility of exchange traded options on the Company’s equity over the two-week period prior to the valuation date.  The Company now uses only the historical
volatility of the Company’s stock to estimate expected volatility. The risk-free rate was based on the yield on U.S. Treasury notes with a term equal to the option’s expected
term.
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The following inputs were used for the valuation of option grants issued in each year:
 


  Year Ended December 31,  
  2017   2016   2015  
Weighted-average fair value of options granted  $ 2.26   $ 5.56   $ 5.94  
Weighted-average risk-free interest rate  1.77%   1.32%   1.46%  
Range of risk-free interest rates  1.64% - 2.11%   0.93% - 1.96%   1.26% - 1.60%  
Weighted-average expected option lives  4.5 years   4.6 years   4.5 years  
Expected option lives  4.5 years   4.5 - 4.9 years   4.5 years  
Weighted-average volatility  46%   47%   46%  
Range of expected volatilities  46% - 49%   44% - 51%   40% - 49%  
Weighted-average expected dividend yield  0.0%   0.0%   0.0%


 


 
Stock-based Awards Classified as Liabilities
Kodak settled a portion of its 2015 incentive compensation plans in 2016 with 188,584 shares of common stock with a pre-tax fair value of $2 million on the date of
issuance.  The shares were issued under the 2013 Omnibus Incentive Plan.  Stock compensation expense associated with the incentive compensation plans was approximately $5
million for the year ended December 31, 2015.
 
 
NOTE 21: SHAREHOLDERS’ EQUITY


The Company has 560 million shares of authorized stock, consisting of: (i) 500 million shares of common stock, par value $0.01 per share and (ii) 60 million shares of preferred
stock, no par value, issuable in one or more series. As of December 31, 2017 there were 42.6 million shares of common stock outstanding and 2.0 million shares of Series A
preferred stock issued and outstanding.  As of December 31, 2016 there were 42.4 million shares of common stock outstanding and 2.0 million shares of Series A preferred stock
issued and outstanding.


Net Share Settled Warrants


Upon emergence from bankruptcy in September 2013, the Company issued to the holders of general unsecured claims and the retiree settlement unsecured claim net-share
settled warrants to purchase: (i) 2.1 million shares of common stock at an exercise price of $14.93 and (ii) 2.1 million shares of common stock at an exercise price of $16.12.
The warrants are classified as equity instruments and reported within Additional paid in capital in the Consolidated Statement of Financial Position at their fair value at
emergence ($24 million).  As of December 31, 2017, there were warrants outstanding to purchase 3.6 million shares of common stock.  The warrants terminate at the close of
business on September 3, 2018.


Treasury Stock


During the years ended December 31, 2017 and 2016, the Company repurchased shares of common stock for approximately $1 million and $3 million, respectively, to satisfy
tax withholding obligations in connection with the issuance of stock to employees under the 2013 Plan. Treasury stock consisted of approximately 0.6 million shares and 0.5
million shares at December 31, 2017 and 2016, respectively.


Backstop Registration Rights Agreement


Upon emergence from bankruptcy on September 3, 2013 (“Effective Date”), the Company and GSO Capital Partners LP, on behalf of various managed funds, BlueMountain
Capital Management, LLC, on behalf of various managed funds, George Karfunkel, United Equities Commodities Company, Momar Corporation and Contrarian Capital
Management, LLC, on behalf of Contrarian Funds, LLC (collectively, the “Backstop Parties”) executed a registration rights agreement (the “Backstop Registration Rights
Agreement”). The Backstop Registration Rights Agreement, among other rights, provides the Backstop Parties with certain registration rights with respect to common stock
offered to the Backstop Parties (and other eligible creditors) as part of a rights offering (the “Backstop registrable securities”).  A portion of the shares issued in the rights
offerings are restricted securities for purposes of Rule 144 under the Securities Act of 1933 and may not be offered, sold or otherwise transferred absent registration under the
Securities Act of 1933 or an applicable exemption from registration requirements.


Stockholders holding Backstop registrable securities representing 10% of the outstanding common stock at emergence may require the Company to facilitate a registered
offering of Backstop registrable securities (such offering, the “Initial Registration”). The Backstop registrable securities requested to be sold in the Initial Registration must have
an aggregate market value of at least $75 million.  On October 20, 2016, the Initial Registration, in the form of a shelf registration statement registering all Backstop registerable
securities, was declared effective by the SEC.
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Following the Initial Registration, stockholders holding 10% or more of the outstanding Backstop registrable securities may demand that the Company file a shelf registration
statement and effectuate one or more takedowns off of such shelf, or, if a shelf is not available, effectuate one or more stand-alone registered offerings, provided that such non-
shelf registered offerings or shelf takedowns may not be requested more than four times and, in each case, shall include shares having an aggregate market value of at least $75
million. Beginning on the second anniversary of the Effective Date, upon request of a stockholder, the Company shall amend its existing shelf registration statement to register
additional Backstop registrable securities as set forth in the Registration Rights Agreement. Stockholders also have the right to include their Backstop registrable securities in the
Initial Registration or any other non-shelf registered offering or shelf takedown of the common stock by the Company for its own account or for the account of any holders of
common stock.
 
 
NOTE 22:  OTHER COMPREHENSIVE LOSS


The changes in Other comprehensive loss by component, were as follows:
 
   Year Ended December 31,  
(in millions)   2017   2016   2015  
Currency translation adjustments   $ 11  $ (29)  $ (35)
              
Reclassification adjustment for (gains) losses included in Other
   charges, net, before tax    —   (2)   2 
Reclassification adjustment for (gains) losses included in Other
   charges, net, net of tax    —   (2)   2 
              
Pension and other postretirement benefit plan
   changes              


Newly established prior service credit        —   4 
Newly established net actuarial gain (loss)    35   (148)   (88)
Tax benefit (provision)    11   14   (5)
Newly established prior service credit and net
   actuarial loss, net of tax    46   (134)   (89)
Reclassification adjustments:              


Amortization of prior service credit (a)   (8)   (7)   (8)
Amortization of actuarial (gains) losses (a)   (3)   1   (2)
Recognition of (gains) losses due to
   settlements and curtailments (a)   —   (1)   1 


Total reclassification adjustments    (11)   (7)   (9)
Tax provision    1   1   — 
Reclassification adjustments, net of tax    (10)   (6)   (9)


Pension and other postretirement benefit plan changes,
   net of tax    36   (140)   (98)
Other comprehensive income (loss)   $ 47  $ (171)  $ (131)
 
(a) Reclassified to Pension (income) expense - refer to Note 17, "Retirement Plans" and Note 18, "Other Postretirement Benefits" for additional information.
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NOTE 23:  ACCUMULATED OTHER COMPREHENSIVE LOSS


Accumulated other comprehensive loss is composed of the following:
 


  As of December 31,  
(in millions)  2017   2016  
Currency translation adjustments  $ (85)  $ (96)
Pension and other postretirement benefit plan changes   (306)   (342)
Ending balance  $ (391)  $ (438)


 
 
NOTE 24:  SEGMENT INFORMATION
Effective January 1, 2017, Kodak changed its organizational structure. Micro 3D Printing, within the Micro 3D Printing and Packaging segment, was moved into the Intellectual
Property Solutions segment, which has been renamed the Advanced Materials and 3D Printing Technology segment. The Flexographic Packaging business, formerly part of the
Micro 3D Printing and Packaging segment, is now being reported as a dedicated segment.
 
Effective April 1, 2017, Kodak made another change to its organizational structure. Digital front-end controllers within the Prosper business in the Enterprise Inkjet Systems
segment was moved to the Unified Workflow Solutions business within the Software and Solutions segment.
 
Prior period segment results have been revised to conform to the current period segment reporting structure.
 
Financial information is reported for seven reportable segments: Print Systems, Enterprise Inkjet Systems, Flexographic Packaging, Software and Solutions, Consumer and Film,
Advanced Materials and 3D Printing Technology and Eastman Business Park. A description of the reportable segments follows.
 
Print Systems: The Print Systems segment is comprised of two lines of business: Prepress Solutions and Electrophotographic Printing Solutions.
 
Enterprise Inkjet Systems: The Enterprise Inkjet Systems segment is comprised of two lines of business: the Prosper business and the Versamark business.
 
Flexographic Packaging: The Flexographic Packaging segment is comprised of the Packaging line of business.
 
Software and Solutions: The Software and Solutions segment is comprised of two lines of business: Unified Workflow Solutions and Kodak Technology Solutions.
 
Consumer and Film: The Consumer and Film segment is comprised of three lines of business: Industrial Film and Chemicals, Motion Picture and Consumer Products (which
includes Consumer Inkjet Solutions).
 
Advanced Materials and 3D Printing Technology: The Advanced Materials and 3D Printing Technology segment includes the Kodak Research Laboratories and associated
new business opportunities and intellectual property licensing not directly related to other business segments.


Eastman Business Park: The Eastman Business Park segment includes the operations of the Eastman Business Park, a more than 1,200 acre technology center and industrial
complex.


All Other: All Other was primarily composed of the RED utilities variable interest entity until deconsolidation in December 2016, (refer to Note 1 “Summary of Significant
Accounting Policies – Basis of Consolidation”).
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Segment financial information is shown below. Asset information by segment is not disclosed as this information is not separately identified and reported to the Chief Operating
Decision Maker.


Net Revenues from Continuing Operations by Reportable Segment
 


  Year Ended December 31,  
  2017   2016   2015  
(in millions)             
Print Systems  $ 942  $ 1,018  $ 1,107 
Enterprise Inkjet Systems   144   166   165 
Flexographic Packaging   145   132   127 
Software and Solutions   85   90   120 
Consumer and Film   198   221   269 
Advanced Materials and 3D Printing Technology   1   1   2 
Eastman Business Park   16   15   13 


Consolidated total  $ 1,531  $ 1,643  $ 1,803
 


 


Segment Measure of Profit and Loss


Kodak’s segment measure of profit and loss is an adjusted earnings before interest, taxes, depreciation and amortization (“Operational EBITDA”).  As demonstrated in the table
below, Operational EBITDA represents the earnings (loss) from continuing operations excluding the provision (benefit) for income taxes; corporate components of pension and
OPEB income; depreciation and amortization expense; restructuring costs; overhead costs no longer absorbed by discontinued operations; stock-based compensation expense;
the 2015 changes in the U.S. vacation benefits; consulting and other costs; idle costs; manufacturing costs originally planned to be absorbed by silver metal mesh touch screen
production; other operating expense, net (unless otherwise indicated); loss on early extinguishment of debt; interest expense; other charges, net and reorganization items, net.


Kodak’s segments are measured using Operational EBITDA both before and after allocation of corporate selling, general and administrative expenses (“SG&A”).  The segment
earnings measure reported is after allocation of corporate SG&A as this most closely aligns with U.S. GAAP.  Research and development activities not directly related to the
other segments are reported within the Advanced Materials and 3D Printing Technology segment.


Change in Segment Measure of Profit and Loss


During the first quarter of 2017 the segment measure was changed to exclude internal costs associated with corporate strategic initiatives.  The segment measure already
excluded external costs associated with those initiatives.  Additionally, third party costs associated with incremental idle building space has been added to idle costs. 
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Segment Operational EBITDA and Consolidated Earnings (Loss) from Continuing Operations Before Income Taxes
 


  Year Ended December 31,  
(in millions)  2017   2016   2015  
Print Systems  $ 58  $ 106  $ 99 
Enterprise Inkjet Systems   5   (16)   (27)
Flexographic Packaging   31   24   24 
Software and Solutions   1   1   10 
Consumer and Film   (16)   16   52 
Advanced Materials and 3D Printing Technology   (26)   (26)   (35)
Eastman Business Park   4   2   2 


Total of reportable segments   57   107   125 
All Other (1)   —   3   5 
Corporate components of pension and OPEB income (2)   144   161   133 
Depreciation and amortization   (80)   (105)   (145)
Restructuring costs and other   (38)   (16)   (38)
Stock-based compensation   (9)   (8)   (18)
Consulting and other costs (3)   (5)   (7)   (14)
Idle costs (5)   (3)   (3)   (3)
Change in U.S. vacation benefits (4)   —   —   17 
Manufacturing costs originally planned to be absorbed by
   silver halide touch screen production (6)   —   (3)   (2)
Costs previously allocated to discontinued operations (7)   —   —   (1)
Other operating (expense) income, net excluding gain related
   to Unipixel termination (8)   (28)   (16)   3 
Goodwill impairment loss (9)   (56)   —   (8)
Interest expense (9)   (32)   (60)   (63)
Loss on early extinguishment of debt, net (9)   —   (4)   — 
Other income (charges), net (9)   37   (4)   (21)
Reorganization items, net (9)   —   6   (5)
Consolidated (loss) earnings from continuing operations
   before income taxes  $ (13)  $ 51  $ (35)
 
(1) RED utilities variable interest entity which was deconsolidated as of December 31, 2016 (interest and depreciation of RED are included in the respective lines below).


(2) Composed of interest cost, expected return on plan assets, amortization of actuarial gains and losses, and curtailments and settlement components of pension and other
postretirement benefit expenses.


(3) Consulting and other costs are professional services and internal costs associated with certain corporate strategic initiatives.


(4) In the fourth quarter of 2015, Kodak changed the timing of when affected U.S. employees earn their vacation benefits, which reduced Kodak’s obligation to employees and
the related accrual by $17 million as of December 31, 2015.   The reduction in the accrual impacted gross profit by approximately $9 million, SG&A by approximately $5
million and R&D by approximately $3 million.


(5) Consists of third party costs such as security, maintenance, and utilities required to maintain land and buildings in certain locations not used in any Kodak operations.


(6) Consists of manufacturing costs originally planned to be absorbed by silver metal mesh touch screen production that are now excluded from the measure of segment profit
and loss.
 


(7) Includes indirect costs originally associated with businesses that are now included in discontinued operations. When the businesses met the criteria to be reported as
discontinued operations, the allocated indirect costs were removed and recorded in continuing operations.
 


(8) In 2015 a $3 million gain was recognized related to assets that were acquired for no monetary consideration as a part of the termination of the relationship with
Unipixel.  The gain was reported in Other operating expense (income), net in the Consolidated Statement of Operations.  Other operating expense (income), net is typically
excluded from the segment measure.  However, this particular gain was included in the Advanced Materials and 3D Printing Technology segment’s earnings in 2015.


 
(9) As reported in the Consolidated Statement of Operations.
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Kodak reduced workers’ compensation reserves by approximately $8 million in both 2016 and 2015, primarily driven by changes in discount rates.  The reduction in reserves
impacted gross profit by approximately $4 million, SG&A by approximately $3 million and R&D by approximately $1 million in both years.        


Amortization and depreciation expense by segment are not included in the segment measure of profit and loss but are regularly provided to the CODM. 
 


(in millions)  Year Ended December 31,  
Intangible asset amortization expense from continuing operations:  2017   2016   2015  
Print Systems  $ 8  $ 9  $ 9 
Enterprise Inkjet Systems   3   1   4 
Flexographic Packaging Division   1   1   1 
Software & Solutions   1   2   2 
Consumer & Film   1   —   1 
Advanced Materials and 3D Printing   4   6   8 


Consolidated total  $ 18  $ 19  $ 25
 


 
(in millions)  Year Ended December 31,  
Depreciation expense from continuing operations:  2017   2016   2015  
Print Systems  $ 36  $ 36  $ 39 
Enterprise Inkjet Systems   8   5   11 
Flexographic Packaging Division   3   3   3 
Software & Solutions   1   2   2 
Consumer & Film   7   15   30 
Advanced Materials and 3D Printing   4   5   5 
Eastman Business Park   3   4   6 


Sub-total   62   70   96 
Other   —   16   16 
Restructuring-related depreciation   —   —   8 
Consolidated total  $ 62  $ 86  $ 120


 


 
Geographic Information
 


(in millions)  Year Ended December 31,  
Net sales to external customers attributed to (1):  2017   2016   2015  
The United States  $ 504  $ 559  $ 627 
Europe, Middle East and Africa   527   555   597 
Asia Pacific   369   397   402 
Canada and Latin America   131   132   177 


Non U.S. countries total   1,027   1,084   1,176 
Consolidated total  $ 1,531  $ 1,643  $ 1,803


 


 
 (1)  Sales are reported in the geographic area in which they originate.  No non-U.S. country generated more than 10% of net sales in the years ended December 31, 2017,


2016 and 2015.
 


(in millions)  Year Ended December 31,  
Long-lived assets (1) located in:  2017   2016   2015  
The United States (2)  $ 126  $ 143  $ 217 
Europe, Middle East and Africa   51   55   55 
Asia Pacific   53   57   76 
Canada and Latin America   84   87   78 


Non U.S. countries total (3)   188   199   209 
Consolidated total  $ 314  $ 342  $ 426


 


 
(1) Long-lived assets are comprised of property, plant and equipment, net.  
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(2) The decrease in property, plant and equipment, net in the United States in 2016 was primarily due to the deconsolidation of RED, which had $52 million in property, plant
and equipment, net as of December 31, 2015.


 
(3) Of the total non U.S. property, plant and equipment in 2017, $71 million are located in Brazil and $38 million are located in China. Of the total non U.S. property, plant


and equipment in 2016, $75 million are located in Brazil and $43 million are located in China. Of the total non U.S. property, plant and equipment in 2015, $64 million are
located in Brazil and $60 million are located in China.


Major Customers


No single customer represented 10% or more of Kodak’s total net revenue in any year presented.
 
 
NOTE 25:  DISCONTINUED OPERATIONS
 
Discontinued operations of Kodak include the Prosper Business and the PI/DI Business (excluding the consumer film business, for which Kodak entered into an ongoing supply
arrangement with one or more parties).
 
KODAK PROSPER Enterprise Inkjet Business
The results of the Prosper business were previously presented as discontinued operations. However, the held for sale criteria were no longer met as of March 31, 2017.  The
assets and liabilities of the Prosper business, previously presented as held for sale, have been reclassified to held and used in the Consolidated Statement of Financial Position as
of December 31, 2016, and the results of the Prosper business have been reclassified from discontinued operations to continuing operations for all periods presented. The
Prosper business’ assets and liabilities as of March 31, 2017 were measured at the carrying amount before the assets were classified as held for sale, reduced by $12 million
representing the depreciation and amortization expense that would have been recognized had the assets been continuously classified as held for use. The $12 million reduction to
the carrying value of the Prosper assets was reported in Other operating expense (income), net in the first quarter of 2017.
 
The reclassification of the results of the Prosper Business to continuing operations had the following impacts on the Consolidated Statement of Operations:
 
  Year Ended December 31,  
(in millions)  2017   2016   2015  
Revenues  $ —  $ 94  $ 89 


             
Cost of sales   —   75   86 
Selling, general and administrative expenses   —   26   22 
Research and development expenses   —   20   17 
Restructuring costs and other   12   -   1 
Earnings (loss) from continuing operations before income taxes   (12)   (27)   (37)
Provision for income taxes   —   (1)   (2)
Earnings (loss) from continuing operations  $ (12)  $ (28)  $ (39)
 
 
Personalized Imaging and Document Imaging Businesses


On September 3, 2013, Kodak consummated the sale of certain assets and the assumption of certain liabilities of the PI/DI Business to the trustee of the U. K. pension plan
(and/or its subsidiaries, collectively the “KPP Purchasing Parties”) for net cash consideration of $325 million. Up to $35 million in aggregate of the purchase price is subject to
repayment if the PI/DI Business does not achieve certain annual adjusted EBITDA targets over the four-year period ending December 31, 2018.  The PI/DI Business did not
achieve the adjusted annual EBITDA target for 2016 or 2015.  As a result, $7 million and $4 million of the purchase price, representing the maximum amount that could be
owed for 2016 and 2015, respectively, was paid in 2017 and 2016, respectively.  Certain assets and liabilities of the PI/DI Business in certain jurisdictions were not transferred at
the initial closing on September 3, 2013, but were transferred at a series of deferred closings.  The final deferred closing occurred in September 2015. Kodak operated the PI/DI
Business related to the deferred closing jurisdictions, subject to certain covenants, until the applicable deferred closing occurred, and delivered to (or received from) a KPP
subsidiary at each deferred closing a true-up payment that reflected the actual economic benefit (or detriment) to the PI/DI Business in the applicable deferred closing
jurisdiction(s) from the time of the initial closing through the time of the applicable deferred closing.  Up to the time of the deferred closing, the results of the operations of the
PI/DI Business were being reported as Loss from discontinued operations, net of income taxes in the Consolidated Statement of Operations.


On March 17, 2014, the KPP Purchasing Parties agreed to pay Kodak $20 million of incremental consideration ($13 million was paid in March 2014 and the remainder was paid
in March 2015) in lieu of working capital adjustments.
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The significant components of revenues and (loss) earnings from discontinued operations, net of income taxes are as follows:
 


             
  Year Ended December 31,  


(in millions)  2017   2016   2015  
Revenues from Personalized Imaging and Document Imaging  $ —  $ —  $ 1 
             
Pre-tax (loss) earnings from Personalized Imaging and Document Imaging  $ —  $ (2)  $ (5)
Provision for income taxes related to discontinued operations   —   —   (3)
(Loss) earnings from discontinued operations, net of income taxes  $ —  $ (2)  $ (8)


 
Direct operating expenses of the discontinued operations are included in the results of discontinued operations. Indirect expenses that were historically allocated to the
discontinued operations have been included in the results of continuing operations. Prior period results have been reclassified to conform to the current period presentation.
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QUARTERLY SALES AND EARNINGS DATA (UNAUDITED)
 


(in millions, except per share data)  4th Qtr.   3rd Qtr.   2nd Qtr.   1st Qtr.   
2017                  
Net revenues from continuing operations  $ 414  $ 379  $ 381  $ 357  
Gross profit from continuing operations   94   87   91   83  
Earnings (loss) from continuing operations   128 (6)  (46) (5)  7 (4)  7 (3)
Income (loss) from discontinued operations (7)   1   —   (3)   —  
Net earnings (loss) attributable to Eastman Kodak Company   129   (46)   4   7  
Basic net earnings (loss) per share attributable to
   Eastman Kodak Company (8)                  


Continuing operations  $ 2.89  $ (1.20)  $ 0.05  $ 0.05  
Discontinued operations   0.02   —   (0.07)   —  


Total  $ 2.91  $ (1.20)  $ (0.02)  $ 0.05  
Diluted net earnings (loss) per share attributable to Eastman
   Kodak Company (8)                  


Continuing operations  $ 2.88  $ (1.20)  $ 0.05  $ 0.05  
Discontinued operations   0.02   —   (0.07)   —  


Total  $ 2.90  $ (1.20)  $ (0.02)  $ 0.05 
 


 
(in millions, except per share data)  4th Qtr.   3rd Qtr.   2nd Qtr.   1st Qtr.   
2016                  
Net revenues from continuing operations  $ 432  $ 411  $ 423  $ 377  
Gross profit from continuing operations   115   93   107   88  
Earnings (loss) from continuing operations   11 (2)  12   9   (14) (1)
Loss from discontinued operations (7)   —   —   (1)   (1)  
Net earnings (loss) attributable to Eastman Kodak Company   10   16   7   (18)  
Basic net earnings (loss) per share attributable to
   Eastman Kodak Company (8)                  


Continuing operations  $ 0.17  $ 0.38  $ 0.19  $ (0.41)  
Discontinued operations   —   —   (0.02)   (0.02)  


Total  $ 0.17  $ 0.38  $ 0.17  $ (0.43)  
Diluted net earnings (loss) per share attributable to Eastman
   Kodak Company (8)                  


Continuing operations  $ 0.16  $ 0.37  $ 0.18  $ (0.41)  
Discontinued operations   —   —   (0.02)   (0.02)  


Total  $ 0.16  $ 0.37  $ 0.16  $ (0.43)
 


 
(1) Includes an impairment charge of $20 million due to Kodak’s exit of its position in silver metal mesh touch screen development and $10 million in income representing net


litigation proceeds.  Refer to Note 13, “Other Operating Expense (Income), net in the Notes to Financial Statements.


(2) Includes $15 million from the deconsolidation of RED.  Refer to Note 1, “Summary of Significant Accounting Policies – Basis of Consolidation” in the Notes to Financial
Statements.


(3) Includes $22 million of income from the revaluation of the embedded conversion features derivative and $12 million of expense from the reduction in the carrying value of
Prosper assets, Refer to Note 12, “Financial Instruments and Note 25, “Discontinued Operations”.


(4) Includes $14 million of income from the revaluation of the embedded conversion features derivative, Refer to Note 12, “Financial Instruments.


(5) Includes a goodwill impairment charge of $56 million and the associated tax benefit of $18 million and an impairment charge of $12 million due to the cancellation of the
copper metal mesh touch screen program partially offset by $7 million of income from the revaluation of embedded conversion features derivative.  Refer to Note 13,
“Other Operating Expense (Income), net” and Note 12, “Financial Instruments” in the Notes to Financial Statements.


(6) Includes the tax benefit of $101 million associated with the release of a deferred tax valuation allowance in a location outside the U.S.


(7) Refer to Note 25, “Discontinued Operations”, in the Notes to Financial Statements for a discussion regarding discontinued operations


(8) EPS for each quarter is computed using the weighted-average number of shares outstanding during the quarter, while EPS for the year is computed using the weighted-
average shares outstanding during the year.  Thus the sum of the EPS for each of the four quarters may not equal the EPS for the year.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE


None.


ITEM 9A. CONTROLS AND PROCEDURES


Evaluation of Disclosure Controls and Procedures


Kodak maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed in Kodak’s reports filed or submitted under the
Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is
accumulated and communicated to management, including Kodak’s Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure.  Kodak’s management, with participation of Kodak’s Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of Kodak’s
disclosure controls and procedures as of the end of the fiscal year covered by this Annual Report on Form 10-K.  Kodak’s Chief Executive Officer and Chief Financial Officer
have concluded that, as of the end of the period covered by this Annual Report on Form 10-K, Kodak’s disclosure controls and procedures (as defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act) were effective.


Management’s Report on Internal Control Over Financial Reporting


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


Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives because of its inherent limitations.  Internal control over
financial reporting is a process that involves human diligence and compliance and is subject to lapses in judgment or breakdowns resulting from human failures.  Internal control
over financial reporting also can be circumvented by collusion or improper management override.


Because of such limitations, there is a risk that material misstatements may not be prevented or detected on a timely basis by internal control over financial reporting.  However,
these inherent limitations are known features of the financial reporting process.  Therefore, it is possible to design into the process safeguards to reduce, though not eliminate,
this risk.  Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.


Management assessed the effectiveness of Kodak’s internal control over financial reporting as of December 31, 2017.  In making this assessment, management used the criteria
set forth by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) in "Internal Control-Integrated Framework” (2013).  Based on management’s
assessment using the COSO criteria, management has concluded that Kodak's internal control over financial reporting was effective as of December 31, 2017.  The effectiveness
of Kodak’s internal control over financial reporting as of December 31, 2017 has been audited by PricewaterhouseCoopers LLP, Kodak’s independent registered public
accounting firm, as stated in their report, refer to Item 8. Financial Statement and Supplementary Data.


Changes in Internal Control over Financial Reporting


There was no change identified in Kodak’s internal control over financial reporting that occurred during Kodak’s fourth fiscal quarter that has materially affected, or is
reasonably likely to materially affect, Kodak’s internal control over financial reporting.


 
ITEM 9B.  OTHER INFORMATION


Not applicable.
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PART III


ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE


The information required by Item 10 regarding directors is incorporated by reference from the information under the caption "Board of Directors and Corporate Governance -
Director Nominees" in the Company's Notice of 2018 Annual Meeting and Proxy Statement (the “Proxy Statement”), which will be filed within 120 days after December 31,
2017.  The information required by Item 10 regarding audit committee composition and audit committee financial expert disclosure is incorporated by reference from the information
under the caption "Board of Directors and Corporate Governance - Committees of the Board - Audit and Finance Committee" in the Proxy Statement. The information required by
Item 10 regarding executive officers is contained in Part I under the caption "Executive Officers of the Registrant".  The information required by Item 10 regarding compliance with
Section 16(a) of the Securities Exchange Act of 1934 is incorporated by reference from the information under the caption "Security Ownership of Certain Beneficial Owners and
Management - Section 16(a) Beneficial Ownership Reporting Compliance" in the Proxy Statement.


We have adopted a Business Conduct Guide that applies to all of our officers and employees, including our principal executive, principal financial and principal accounting
officers, or persons performing similar functions, as well as a Directors’ Code of Conduct that applies to our directors and Board observers.  Our Business Conduct Guide and
Directors’ Code of Conduct are posted on our website located at http://ek.client.shareholder.com/supporting.cfm.  We intend to disclose future amendments to certain provisions
of the Business Conduct Guide and waivers of the Business Conduct Guide granted to executive officers, on the website within four business days following the date of the
amendment or waiver.


ITEM 11. EXECUTIVE COMPENSATION


The information required by Item 11 is incorporated herein by reference from the information under the following captions in the Proxy Statement: "Executive Compensation”,
“Director Compensation” and “Board of Directors and Corporate Governance – Executive Compensation Committee Interlocks and Insider Participation.”


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS


The information required by Item 12 is incorporated by reference from the information under the captions "Security Ownership of Certain Beneficial Owners and Management"
in the Proxy Statement.  "Securities Authorized for Issuance Under Equity Compensation Plans" is shown below:


EQUITY COMPENSATION PLAN INFORMATION


As of December 31, 2017, information about the Company’s equity compensation plans is as follows:
 


Plan Category  


Number of Securities
to be Issued Upon


Exercise of
Outstanding Options


and Restricted
Stock Units   


Weighted-
Average


Exercise Price of
Outstanding


Options   


Number of Securities
Remaining Available for


Future Issuance Under Equity
Compensation Plans
(Excluding Securities


Reflected in Column (a))  
  (a)   (b)   (c)  
Equity compensation plans not approved by  security holders (1)   5,266,478  $ 14.30   —


 


 
(1) The Company's equity compensation plan not approved by security holders is the 2013 Omnibus Incentive Plan which was approved by the Bankruptcy Court pursuant


to the Plan of Reorganization, the material terms of which were summarized in the Company’s Current Report on Form 8-K filed on September 10, 2013, and a copy of
which was filed with the Quarterly Report on Form 10-Q for the period ending September 30, 2013 and is incorporated herein by reference.


ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE


The information required by Item 13 is incorporated by reference from the information under the captions "Certain Relationships and Related Transactions" and "Board of
Directors and Corporate Governance - Director and Nominee Independence" in the Proxy Statement.


ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES


The information required by Item 14 is incorporated by reference from the information under the caption “Principal Accounting Fees and Services” in the Proxy Statement.
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PART IV


ITEM 15.  FINANCIAL STATEMENT SCHEDULES, EXHIBITS
 
 Page
(a)    1. Consolidated financial statements:  


Report of independent registered public accounting firm 52
Consolidated statement of operations 53
Consolidated statement of comprehensive loss 54
Consolidated statement of financial position 55
Consolidated statement of equity (deficit) 56
Consolidated statement of cash flows 58
Notes to financial statements 60


  
2. Financial statement schedule:  


II - Valuation and qualifying accounts 107
  


All other schedules have been omitted because they are not applicable or the information required is shown in the financial statements or notes
thereto.


 


  
3. Supplemental data:  


Quarterly sales and earnings data (unaudited) 104
 
 
ITEM 16.  FORM 10-K SUMMARY
 
None.


 
 
 


Schedule II
 


Eastman Kodak Company
Valuation and Qualifying Accounts


 
  Beginning       Net Deductions   Ending  
(in millions)  Balance   Additions   and Other   Balance  
Year ended December 31, 2017                 
Reserve for doubtful accounts  $ 8   5   4  $ 9 
Deferred tax valuation allowance  $ 1,209   140   493  $ 856 
                 
Year ended December 31, 2016                 
Reserve for doubtful accounts  $ 10   4   6  $ 8 
Deferred tax valuation allowance  $ 1,201   176   168  $ 1,209 
                 
Year ended December 31, 2015                 
Reserve for doubtful accounts  $ 11   4   5  $ 10 
Deferred tax valuation allowance  $ 1,127   182   108  $ 1,201
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Eastman Kodak Company
Index to Exhibits


Exhibit
Number


  


   
(3.1)  Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated by reference to Exhibit 4.1 of the Company’s


Registration Statement on Form S-8 as filed on September 3, 2013).
   
(3.2)  Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company. (Incorporated by reference to


Exhibit 3.1 of the Company’s Current Report on Form 8-K as filed November 16, 2016).
   
(3.3)  Fourth Amended and Restated By-Laws of Eastman Kodak Company. (Incorporated by reference to Exhibit 3.1 of the Company’s Current Report on


Form8-K as filed on May 25, 2017).
   
(4.1)  Registration Rights Agreement between Eastman Kodak Company and certain stockholders listed on Schedule 1 thereto, dated September 3, 2013.


(Incorporated by reference to Exhibit 4.1 of the Company’s Registration Statement on Form 8-A as filed on September 3, 2013).
   
(4.2)  Warrant Agreement between Eastman Kodak Company and ComputerShare Trust Company, N.A. and ComputerShare Inc. as Warrant Agent, dated


September 3, 2013. (Incorporated by reference to Exhibit 4.2 of the Company’s Registration Statement on Form 8-A as filed on September 3, 2013). 
   
(4.3)  Registration Rights Agreement by and among Eastman Kodak Company, Southeastern Asset Management, Inc., Longleaf Partners Small-Cap Fund,


C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, dated November 15, 2016. (Incorporated by reference to Exhibit 4.1 of the
Company’s Current Report on Form 8-K as filed November 16, 2016).


   
(4.4)  Shareholder Agreement, dated as of April 17, 2017, by and among Eastman Kodak Company, Longleaf Partners Small-Cap Fund, C2W Partners


Master Fund Limited, Deseret Mutual Pension Trust and Southeastern Asset Management, Inc. (Incorporated by reference to Exhibit 4.6 of the
Company’s Amendment No. 2 to Registration Statement on Form S-3 as filed on May 5, 2017).


   
*(10.1)  Eastman Kodak Company 2013 Omnibus Incentive Plan. (Incorporated by reference to Exhibit 4.4 of the Company’s Registration Statement on Form


S-8 as filed on September 3, 2013).
   
*(10.2)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit Award Agreement. (Incorporated by reference to


Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2013 as filed on November 12, 2013).
   
*(10.3)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Director Restricted Stock Unit Award Agreement. (Incorporated by reference to


Exhibit 10.3 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2013 as filed on March 19, 2014).
   
*(10.4)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Nonqualified Stock Option Agreement. (Incorporated by reference to Exhibit 10.1 of


the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2015 as filed on May 7, 2015).
   
*(10.5)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award Agreement


(with Modified Accelerated Vesting).(Incorporated by reference to Exhibit 10.5 of the Company’s Annual Report on Form 10-K for the fiscal year
ended December 31, 2016 as filed on March 7, 2017).


   
*(10.6)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award Agreement


(with Continued Vesting). (Incorporated by reference to Exhibit 10.6 of the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2016 as filed on March 7, 2017).


   
*(10.7)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award Agreement


(with Forfeiture upon Termination). (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended June 30, 2017 as filed on August 9, 2017).
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http://www.sec.gov/Archives/edgar/data/31235/000156459017003570/kodk-ex106_295.htm

http://www.sec.gov/Archives/edgar/data/31235/000156459017016962/kodk-ex102_16.htm





*(10.8)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Director Restricted Stock Unit Award Agreement (One Year Vesting). (Incorporated
by reference to Exhibit 10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2017 as filed on August 9,
2017).


   
*(10.9)  Eastman Kodak Company Deferred Compensation Plan for Directors dated December 26, 2013. (Incorporated by reference to Exhibit 10.23 of the


Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2013 as filed on March 19, 2014).
   
*(10.10)  Eastman Kodak Company Officer Severance Policy, effective as of November 10, 2015. (Incorporated by reference to Exhibit 10.25 of the Company’s


Annual Report on Form 10-K for the fiscal year ended December 31, 2015 as filed on March 15, 2016).
   
*(10.11)  Eastman Kodak Company Executive Compensation for Excellence and Leadership (as amended and restated January 1, 2014). (Incorporated by


reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2014 as filed on May 6, 2014).
   
*(10.12)  Eastman Kodak Company Administrative Guide for the 2016 Performance Period under the Executive Compensation for Excellence and Leadership


Plan. (Incorporated by reference to Exhibit 10.5 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 as filed
on August 9, 2016).


   
*(10.13)  Eastman Kodak Company Administrative Guide for the 2017 Performance Period under the Executive Compensation for Excellence and Leadership


Plan. (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 as
filed on May 9, 2017).


   
*(10.14)  Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, dated March 10, 2014. (Incorporated by reference to Exhibit 10.1 of


the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2014 as filed on May 6, 2014).
   
*(10.15)  Amendment to Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, dated March 14, 2016. (Incorporated by reference to


Exhibit 10.5 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016 as filed on May 5, 2016).
   
*(10.16)  Amended and Restated Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, effective as of March 12, 2017.(Incorporated


by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017 as filed on May 9, 2017).
   
*(10.17)  Eastman Kodak Company 2013 Omnibus Incentive Plan Award Agreement for Jeffrey J. Clarke, dated March 12, 2014. (Incorporated by reference to


Exhibit 10.17 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2016 as filed on March 7, 2017).
   
*(10.18)  Employment Agreement with Brad Kruchten, dated July 30, 2013. (Incorporated by reference to Exhibit 10.16 of the Company’s Annual Report on


Form 10-K for the fiscal year ended December 31, 2013 as filed on March 19, 2014).
   
*(10.19)  Employment Agreement between Eastman Kodak Sàrl and Philip Cullimore dated December 9, 2010. (Incorporated by reference to Exhibit 10.1 of the


Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016 as filed on May 5, 2016).


   
*(10.20)  Addendum to Employment Agreement between Eastman Kodak Sàrl and Philip Cullimore, effective January 1, 2013. (Incorporated by reference to


Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016 as filed on May 5, 2016).
   
*(10.21)  Amendment No. 1 to Employment Agreement dated December 9, 2010 between Eastman Kodak Sàrl and Philip Cullimore, dated September 9, 2013.


(Incorporated by reference to Exhibit 10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016 as filed on
May 5, 2016).


   
*(10.22)  Retention Letter between Eastman Kodak Sàrl and Philip Cullimore dated May 24, 2016. (Incorporated by reference to Exhibit 10.4 of the Company’s


Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 as filed on August 9, 2016).
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*(10.23)  Separation and General Release Agreement between Eastman Kodak Sàrl and Philip Cullimore, dated April 24, 2017. (Incorporated by reference to
Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2017 as filed on August 9, 2017).


   
*(10.24)  Employment Agreement between Eastman Kodak Company and Eric Mahe, dated April 23, 2014. (Incorporated by reference to Exhibit 10.4 of the


Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016 as filed on May 5, 2016).
   
*(10.25)  Employment Agreement between Eastman Kodak Company and David E. Bullwinkle, dated June 20, 2016.(Incorporated by reference to Exhibit 10.3


of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 as filed on August 9, 2016).
   
*(10.26)  Employment Agreement between Eastman Kodak Company and Sharon Underberg, dated December 17, 2014, filed herewith.
   
(10.27)  Intercreditor Agreement dated September 3, 2013 among Bank of America, N.A. as Representative with respect to the ABL Credit Agreement,


JPMorgan Chase Bank, N.A. as Representative with respect to the Senior Term Loan Agreement, Barclays Bank PLC, as Representative with respect to
the Junior Term Loan Agreement, Eastman Kodak Company and the other grantors party thereto. (Incorporated by reference to Exhibit 10.5 of the
Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2013 as filed on November 12, 2013).


   
# (10.28)  Senior Secured First Lien Term Credit Agreement dated September 3, 2013 among Eastman Kodak Company, as the Borrower, the lenders party


thereto, JPMorgan Chase Bank, N.A. as Administrative Agent, and J.P. Morgan Securities LLC, Barclays Bank PLC and Merrill Lynch, Pierce, Fenner
& Smith Incorporated, as Joint Lead Arrangers and Joint Bookrunners. (Incorporated by reference to Exhibit 10.6 of the Company’s Quarterly Report
on Form 10-Q for the quarterly period ended September 30, 2013 as filed on November 12, 2013).


   
# (10.29)  Guarantee and Collateral Agreement dated September 3, 2013 from the grantors referred to therein as Grantors to JPMorgan Chase Bank, N.A. as


Administrative Agent. (Incorporated by reference to Exhibit 10.7 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 2013 as filed on November 12, 2013).


   
# (10.30)  Amended and Restated Credit Agreement, dated as of May 26, 2016, among Eastman Kodak Company, as Borrower, the guarantors named therein, as


Guarantors, the lenders named therein, as Lenders, Bank of America, N.A., as Administrative and Collateral Agent, and Bank of America, N.A. and
JPMorgan Chase Bank, N.A., as Joint Lead Arrangers and Joint Bookrunners. (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly
Report on Form 10-Q for the quarterly period ended June 30, 2016 as filed on August 9, 2016).


   
# (10.31)  Amended and Restated Security Agreement, dated May 26, 2016, from the Grantors referred to therein, as Grantors, to Bank of America, N.A., as


Agent. (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 as
filed on August 9, 2016).


   
(10.32)  Series A Preferred Stock Purchase Agreement, dated as of November 7, 2016, by and among Eastman Kodak Company, Southeastern Asset


Management, Inc., Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust. (Incorporated by
reference to Exhibit 10.1 of the Company’s Current Report on Form 8-K as filed on November 7, 2016).


   
(10.33)  Amended and Restated Settlement Agreement (Eastman Business Park) between Eastman Kodak Company, the New York State Department of


Environmental Conservation, and the New York State Urban Development Corporation d/b/a Empire State Development, dated August 6, 2013.
(Incorporated by reference to Exhibit 10.10 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2013 as
filed on November 12, 2013).


   
(10.34)  Settlement Agreement between Eastman Kodak Company, Kodak Limited, Kodak International Finance Limited, Kodak Polychrome Graphics Finance


UK Limited, and the KPP Trustees Limited, as trustee for the Kodak Pension Plan of the United Kingdom, dated April 26, 2013. (Incorporated by
reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2013 as filed on August 7, 2013).


   
(10.35)  Amended and Restated Stock and Asset Purchase Agreement between Eastman Kodak Company, Qualex, Inc., Kodak (Near East), Inc., KPP Trustees


Limited, as Trustee for the Kodak Pension Plan of the United Kingdom, and, solely for purposes of Section 11.4, KPP Holdco Limited, dated August
30, 2013. (Incorporated by reference to Exhibit 2.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30,
2013 as filed on November 12, 2013).
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(12)  Statement regarding Computation of Ratio of Earnings to Fixed Charges, filed herewith.
   
(21)  Subsidiaries of Eastman Kodak Company, filed herewith.
   
(23)  Consent of Independent Registered Public Accounting Firm, filed herewith.
   
(31.1)  Certification signed by Jeffrey J. Clarke, filed herewith.
   
(31.2)  Certification signed by David E. Bullwinkle, filed herewith.
   
(32.1)  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by Jeffrey J. Clarke,


filed herewith.
   
(32.2)  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 signed by David E.


Bullwinkle, filed herewith.
   
(101.CAL)  XBRL Taxonomy Extension Calculation Linkbase.
   
(101.INS)  XBRL Instance Document.
   
(101.LAB)  XBRL Taxonomy Extension Label Linkbase.
   
(101.PRE)  XBRL Taxonomy Extension Presentation Linkbase.
   
(101.SCH)  XBRL Taxonomy Extension Scheme Linkbase.
   
(101.DEF)  XBRL Taxonomy Extension Definition Linkbase.
 
*  Management contract or compensatory plan or arrangement.


# Eastman Kodak Company was granted confidential treatment for certain information contained in this exhibit.  Such information was filed separately with the Securities and
Exchange Commission pursuant to an application for confidential treatment under 17 C.F.R. §§ 200.80(b)(4) and 240.24b-2.
 


110







SIGNATURES


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
 
 EASTMAN KODAK COMPANY
 (Registrant)
  
By: /s/ Jeffrey J. Clarke
 Jeffrey J. Clarke
 Chief Executive Officer
 March 15, 2018


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities
and on the date indicated.
 
  Signature  Title
     


By:  /s/ Jeffrey J. Clarke  Chief Executive Officer and Director
  Jeffrey J. Clarke  (Principal Executive Officer)
     


By:  /s/ David E. Bullwinkle  Chief Financial Officer
  David E. Bullwinkle  (Principal Financial Officer)
     


By:  /s/ Eric H. Samuels  Chief Accounting Officer and Corporate Controller
  Eric H. Samuels  (Principal Accounting Officer)
     
By:  /s/ Richard Todd Bradley  Director
  Richard Todd Bradley   
     


By:  /s/ Mark S. Burgess  Director
  Mark S. Burgess   
     


By:  /s/ James V. Continenza  Chairman
  James V. Continenza   
     


By:  /s/ Matthew A. Doheny  Director
  Matthew A. Doheny   
     


By:  /s/ Jeffrey D. Engelberg  Director
  Jeffrey D. Engelberg   
     


By:  /s/ George Karfunkel  Director
  George Karfunkel   
     


By:  /s/ Jason New  Director
  Jason New   
     


By:  /s/ William G. Parrett  Director
  William G. Parrett   
     


Date: March 15, 2018
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December 17, 2014


[Address]
 
Re: Employment Agreement
 
Dear Sharon:


This mutually agreeable form of employment agreement (this “Agreement”), will be your employment agreement with Eastman Kodak Company and will be effective
on January 6, 2015 (“the Effective Date”).  For purposes of this Agreement, the term “Company” shall refer to Eastman Kodak Company.


 


1. Terms Schedule


Some of the terms of your employment are in the attached schedule (your “Schedule”), which is part of this Agreement.


2. Your Position, Performance and Other Activities


Position.


  You will be employed in the position stated in your Schedule.  


Authority, Responsibilities, and Reporting.


  Your authority, responsibilities and reporting relationships will correspond to your position and will include any particular authority, responsibilities
and reporting relationships that the Company’s Board of Directors (the “Board”) or any officer of the Company to whom you report may assign to you from time to
time.  


Performance.


  You are expected to devote your best efforts and all of your business time to the affairs of the Company.  You may, however, engage in any charitable,
civic and community activities, provided, however, such activities do not materially interfere with your duties and responsibilities.


3. Your Compensation


Salary.


  You will receive an annual base salary (your “Salary”).   Commencing on the Effective Date, your Salary will be the amount set forth in your
Schedule.  Your Salary will be paid in accordance with the Company's normal payroll practices.


Annual Incentive.


  You will be eligible to participate in the Company’s short-term variable pay plan for its management level employees, known as Executive
Compensation for Excellence and Leadership (“EXCEL”) (your “Annual Incentive”).  Your annual target award under EXCEL will be determined in accordance with
your Schedule.  Any actual award in a given annual performance period will depend upon performance
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against corporate goals selected by management and approved by the appropriate committee of the Board and will be paid in the discretion of such committee and
management.  The terms of the EXCEL plan itself govern and control all interpretations of the plan.


(c) Long-Term Incentive Awards.  You will be eligible to participate in the Company’s Long-Term Incentive (LTI) program under the
Eastman Kodak Company 2013 Omnibus Incentive Plan (the “Omnibus Plan”).  The amount and form of the award (the “Long-Term Equity Award”) to be granted to
you will be determined by the Company in accordance with the terms of the Omnibus Plan and your Schedule.  The specific terms, conditions and restrictions on any
Long-Term Equity Award will be contained in the Administrative Guide and Award Notice delivered to you within twenty (20) business days of the grant date.  


4. Your Benefits


Employee Benefit Plans.


(b)  During your employment, you will be entitled to participate in the Company's employee benefit plans, including plans that provide
retirement and welfare benefits.  


(b) Vacation.  You will be entitled to paid annual vacation on the same basis as immediately prior to the Effective Date.


Additional Benefits.


  During your employment, you will be provided any additional benefits stated in your Schedule.


5. Termination of Your Employment


No Reason Required.


  Neither you nor the Company is under any obligation to continue your employment.  In addition, you or the Company may terminate your
employment at any time for any reason, or for no reason, subject to compliance with Section 5(c).


(b) Related Definitions.


(1) “Cause” means any of the following:  (A) your continued failure, for a period of at least 30 calendar days following a written
warning, to perform your duties in a manner deemed satisfactory by your supervisor, in the exercise of his or her sole discretion; (B) your failure to
follow a lawful written directive of the Chief Executive Officer, your supervisor or the Board; (C) your willful violation of any material rule,
regulation, or policy that may be established from time to time for the conduct of the Company’s business; (D) your unlawful possession, use or sale of
narcotics or other controlled substances, or performing job duties while illegally used controlled substances are present in your system; (E) any act or
omission or commission by you in the scope of your employment (a) which results in the assessment of a civil or criminal penalty against you or the
Company, or (b) which in the reasonable judgment of your supervisor could result in a material violation of any foreign or U.S. federal, state or local
law or regulation having the force of law; (F) your conviction of or plea of guilty or no contest to any crime involving moral turpitude; (G) any
misrepresentation of a material fact to, or concealment of a material fact from, your supervisor or any other person in the Company to whom you have
a reporting relationship in any
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capacity; or (H) your breach of the Company’s Business Conduct Guide or the Eastman Kodak Company Employee's Agreement.


(2)  “Disability” means disability under the terms of the Company’s Long-Term Disability Plan.


(3) “Good Reason” means any of the following:  (A) a material diminution in your total target cash compensation, comprised of
your Salary and target Annual Incentive; (B) a material diminution in your authority or responsibilities as provided in Section 2(a); (C) the transfer of
your primary work site to a new primary work site that increases your one-way commute to work by more than 35 miles; (D) any material breach of
this Agreement by the Company; or (E) any purported termination by the Company of your employment other than as expressly permitted by this
Agreement.


Advance Notice Generally Required.


  


(1) To terminate your employment, either you or the Company must provide a Termination Notice to the other.  A “Termination Notice”
is a written notice that states the specific provision of this Agreement on which termination is based, including, if applicable, the specific clause of the
definition of Cause or Good Reason and a reasonably detailed description of the facts that permit termination under that clause; provided, that the
failure to include any fact in a Termination Notice that contributes to a showing of Cause or Good Reason does not preclude either party from asserting
that fact in enforcing its rights under this Agreement.


If you do not give a Termination Notice within 90 days after you have knowledge that an event constituting Good Reason has occurred, the
event will no longer constitute Good Reason.  In addition, you must give the Company 30 days to cure the first event constituting Good Reason.  


(2) You and the Company agree to provide at least 30 days’ advance Termination Notice of any termination, unless your employment is
terminated by the Company for Cause or because of your Disability or death.  If you die or become Disabled after you provide a valid Termination
Notice with Good Reason or the Company provides Termination Notice without Cause, your termination will be treated as a termination with Good
Reason or without Cause, effective as of the date of your Disability or death.


Following receipt of such notice, the Company may, at its sole discretion, choose to either (1) waive that notice period (thereby immediately
terminating your employment) or (2) place you on paid leave, at your then-current salary for any or all of the notice period.


With Good Reason or Without Cause.


  If the Company terminates your employment without Cause or you terminate your employment with Good Reason:


(1) The Company will pay the following as of the end of your employment:  (A) accrued but unpaid Salary up to the last day of your
employment, (B) your Salary for any accrued but unused vacation, and (C) any accrued expense reimbursements and other cash entitlements
(including for accrued expense
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reimbursement for which supporting documentation is submitted within 30 days after termination of your employment) (together, your “Accrued
Compensation”).  In addition, the Company will timely pay you any amounts and provide you any benefits that are required, or to which you are
entitled, under any plan, contract or arrangement of the Company as of the end of your employment (together, the “Other Benefits”).


(2) The Company will pay you severance (“Severance Payments”) in an amount equal to (A) the sum of your Base Salary for the fiscal
year in which the Termination Notice is given multiplied by (B) the severance multiplier provided on your Schedule (your “Severance Multiplier”).  


(3) Your Annual Incentive will be governed by the terms of the EXCEL plan and any applicable Administrative Guide or Award
Notice.


(4) Your Long-Term Equity Awards will continue to vest and remain exercisable according to the terms of the applicable award, in each
case without regard to any continued employment condition.  The benefits in this Section 5(d)(4) are referred to as “Continued Vesting”.


(e) For Cause or without Good Reason.  If the Company terminates your employment for Cause or you terminate your employment
without Good Reason, the Company will pay your Accrued Compensation and your Other Benefits; however, you will forfeit any unvested equity.


For Your Disability or Death.


  If, during the Scheduled Term, your employment terminates as a result of your Disability or death, the Company will pay your Accrued Compensation and
will provide Continued Vesting and your Other Benefits.


(g) Benefits Bearing.  In no event shall any of the severance payments or benefits provided under this Section 6 be “benefits bearing.”  


(h) Clawback.  In the event you breach any of the terms of the Eastman Kodak Company Employees' Agreement, this Agreement or the
release described in Section 5(i) below, in addition to and not in lieu of any other remedies that the Company may pursue against you, no further severance payments
will be made to you pursuant to this Section 5 and you agree to immediately repay to the Company all moneys previously paid to you pursuant to this Section 5.


Timing.


  The benefits provided in this Section 5 will begin at the end of your employment, and any cash payments owed to you under this Section 5 will be paid in one lump
sum 65 days following your date of termination except for Severance Payments, which will be made consistently with the Company’s normal payroll cycles and begin
as soon as administratively practicable after your separation from service subject to Section 5(j).  Notwithstanding the foregoing, any Severance Payments and any
Continued Vesting will only be provided if, at the time of your termination, you provide a release of any and all claims you may have with respect to the Company
(other than the benefits provided in Section 4 and the other rights under this Agreement that continue following your employment) in a form provided by the Company
such that you have taken all action necessary for such release to become effective and irrevocable no later than 65 days following your date of termination.  The
Termination Allowance Plan (“TAP”) provides broad-based severance benefits to eligible Company employees.  In accordance with the
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terms of TAP, you acknowledge that the amount of TAP benefits for which you may become eligible is calculated by reducing the benefit determined under the TAP
formula by the Severance Payments under this Agreement.  Since the Severance Payments (a minimum of one year’s base salary) exceed the maximum benefit payable
under TAP (six month’s base salary), you agree that if you become eligible for Severance Payments under this Agreement you will not be entitled to TAP
benefits.  Should a court nevertheless award you TAP benefits in such circumstances, you agree that the amount of Severance Payments will be reduced by such award
and be immediately repaid to the Company.


(j) Section 409A.  This Agreement is intended to comply with or be exempt from the requirements of Section 409A of the Code
(“Section 409A”) with respect to amounts, if any, subject thereto and shall be interpreted, construed and performed consistent with such intent.  To the extent you would
otherwise be entitled to any payment that under this Agreement, or any plan or arrangement of the Company or its affiliates, constitutes “deferred compensation” subject
to Section 409A, and that if paid during the six months beginning on the date of termination of your employment would be subject to the Section 409A additional tax
because you are a “specified employee” (within the meaning of Section 409A and as determined by the Company), the payment, together with any earnings on it, will
be paid to you on the earlier of the six-month anniversary of your date of termination or your death.  Similarly, to the extent you would otherwise be entitled to any
benefit (other than a payment) during the six months beginning on termination of your employment that would be subject to the Section 409A additional tax, the benefit
will be delayed and will begin being provided (together, if applicable, with an adjustment to compensate you for the delay) on the earlier of the six-month anniversary of
your date of termination or your death or change in control (within the meaning of Section 409A).  In addition, any payment or benefit due upon a termination of your
employment that represents “deferred compensation” subject to Section 409A shall be paid or provided to you only upon a “separation from service” as defined in
Treas. Reg. § 1.409A-1(h).  Each payment under this Agreement shall be deemed to be a separate payment for purposes of Section 409A, amounts payable under
Sections 6(d)(1) and 6(d)(2) shall be deemed not to be “deferred compensation” subject to Section 409A to the extent provided in the exceptions in Treas. Reg. Sections
1.409A-1(b)(4) (“short-term deferrals”) and (b)(9) (“separation pay plans,” including the exception under subparagraph (iii)) and other applicable provisions of Treas.
Reg. Section 1.409A-1 through A-6.


Notwithstanding anything to the contrary in this Agreement or elsewhere, any payment or benefit under this Agreement or otherwise that is
exempt from Section 409A pursuant to Treas. Reg. Section 1.409A-1(b)(9)(v)(A) or (C) shall be paid or provided to you only to the extent that the expenses are not
incurred, or the benefits are not provided, beyond the last day of your second taxable year following your taxable year in which the “separation from service” occurs;
and provided further that such expenses are reimbursed no later than the last day of your third taxable year following the taxable year in which your “separation from
service” occurs.  Except as otherwise expressly provided herein, to the extent any expense reimbursement or the provision of any in-kind benefit under this Agreement
is determined to be subject to Section 409A, the amount of any such expenses eligible for reimbursement, or the provision of any in-kind benefit, in one calendar year
shall not affect the expenses eligible for reimbursement in any other taxable year (except for any life-time or other aggregate limitation applicable to medical expenses),
in no event shall any expenses be reimbursed after the last day of the calendar year following the calendar year in which you incurred such expenses, and in no event
shall any right to reimbursement or the provision of any in-kind benefit be subject to liquidation or exchange for another benefit.
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6. On-going Restrictions on Your Activities


(a) Employee’s Agreement.  You acknowledge and agree that your Eastman Kodak Company Employee's Agreement is and will remain
in full force and effect, including, without limitation, the provisions therein regarding nondisclosure of confidential information, non-competition with the Company
during, and for up to eighteen (18) months following any termination of, your employment and non-solicitation of Company employees, customers and suppliers during,
and for up to twelve (12) months following any termination of, your employment.  


Your Importance to the Company and the Effect of this Section 6.


  You acknowledge that:


(1) In the course of your involvement in the Company’s activities, you will have access to confidential information and the Company’s
client base and will profit from the goodwill associated with the Company.  On the other hand, in view of your access to confidential information and
your importance to the Company, if you compete with the Company for some time after your employment, the Company will likely suffer significant
harm.  In return for the benefits you will receive from the Company and to induce the Company to enter into this Agreement, and in light of the
potential harm you could cause the Company, you agree to the provisions of this Section 6.  The Company would not have entered into this Agreement
if you did not agree to this Section 6.


(2) This Section 6 may limit your ability to earn a livelihood.  You acknowledge, however, that complying with this Section 6 will not
result in severe economic hardship for you or your family.


Transition Assistance.


  During the 90 days after Termination Notice has been given, you will take all actions the Company may reasonably request to maintain for the Company the business,
goodwill and business relationships with any Clients.


Notice to New Employers.


  Before you accept employment with any other person or entity while your Employee’s Agreement is in effect, you will provide the prospective
employer with written notice of the provisions of the Employee’s Agreement and will deliver a copy of the notice to the Company.


7. Effect on Other Agreements


Prior Employment Agreements and Severance Rights.


This Agreement will supersede any earlier employment agreement and any earlier severance, change in control or similar rights you may have with any member of
the Company.    


Effect on Other Agreements; Entire Agreement.


  This Agreement is the entire agreement between you and the Company with respect to the relationship contemplated by this Agreement and supersedes any earlier
agreement, written or oral, with respect to the subject matter of this Agreement.  In entering into this Agreement, no party has relied on or made any representation,
warranty, inducement, promise or understanding that is not in this Agreement.
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8.   Successors


Assignment by You.


  You may not assign this Agreement without the Company’s consent.  Also, except as required by law, your right to receive payments or benefits under
this Agreement may not be subject to execution, attachment, levy or similar process.  Any attempt to effect any of the preceding in violation of this Section 9(a),
whether voluntary or involuntary, will be void.


Assumption by Any Surviving Company.


  Before the effectiveness of any merger, consolidation, statutory share exchange or similar transaction (including an exchange offer combined with a
merger or consolidation) involving the Company (a “Reorganization”) or any sale, lease or other disposition (including by way of a series of transactions or by way of
merger, consolidation, stock sale or similar transaction involving one or more subsidiaries) of all or substantially all of the Company’s consolidated assets (a “Sale”), the
Company will cause (1) the Surviving Company to unconditionally assume this Agreement in writing and (2) a copy of the assumption to be provided to you.  After the
Reorganization or Sale, the Surviving Company will be treated for all purposes as the Company under this Agreement.  The “Surviving Company” means (i) in a
Reorganization, the entity resulting from the Reorganization or (ii) in a Sale, the entity that has acquired all or substantially all of the assets of the Company.


9.   General Provisions


(a) Administrator.  All compensation and benefits provided under this Agreement will be administered by the Chief Human Resources
Officer for the Company (the “Administrator”).  The Administrator will have total and exclusive responsibility to control, operate, manage and administer such
compensation and benefits in accordance with their terms and all the authority that may be necessary or helpful to enable him to discharge his responsibilities with
respect to them.  Without limiting the generality of the preceding sentence, the Administrator will have the exclusive right to: interpret this Agreement, decide all
questions concerning eligibility for and the amount of compensation and benefits payable, construe any ambiguous provision, correct any default, supply any omission,
reconcile any inconsistency, and decide all questions arising in the administration, interpretation and application of this Agreement.  The Administrator will have full
discretionary authority in all matters related to the discharge of his responsibilities and the exercise of his authority, including, without limitation, his construction of the
terms of this Agreement and his determination of eligibility for compensation and benefits.  It is the intent of the parties hereto, that the decisions of the Administrator
and his actions with respect to this Agreement will be final and binding upon all persons having or claiming to have any right or interest in or under this Agreement and
that no such decision or actions shall be modified upon judicial review unless such decision or action is proven to be arbitrary or capricious.


(b) Withholding.  You and the Company will treat all payments to you under this Agreement as compensation for services.  Accordingly,
the Company may withhold from any payment any taxes that are required to be withheld under any law, rule or regulation.


(c) Confidentiality.  You agree to keep the existence of this letter confidential except that you may review it with your financial advisor,
attorney or spouse/partner and with the Administrator.
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Severability.  


If any provision of this Agreement is found by any court of competent jurisdiction (or legally empowered agency) to be illegal, invalid or
unenforceable for any reason, then (1) the provision will be amended automatically to the minimum extent necessary to cure the illegality or invalidity and permit
enforcement and (2) the remainder of this Agreement will not be affected.  In particular, if any provision of Section 6 is so found to violate law or be unenforceable
because it applies for longer than a maximum permitted period or to greater than a maximum permitted area, it will be automatically amended to apply for the maximum
permitted period and maximum permitted area.


No Set-Off.


  Your and the Company’s respective obligations under this Agreement will not be affected by any set-off, counterclaim, recoupment or other right you or any member
of the Company may have against each other or anyone else (except as this Agreement specifically states).  You do not need to seek other employment or take any other
action to mitigate any amounts owed to you under this Agreement, and those amounts will not be reduced if you do obtain other employment.  


Notices.


  All notices, requests, demands and other communications under this Agreement must be in writing and will be deemed given (1) on the business day sent, when
delivered by hand or facsimile transmission (with confirmation) during normal business hours, (2) on the business day after the business day sent, if delivered by a
nationally recognized overnight courier or (3) on the third business day after the business day sent if delivered by registered or certified mail, return receipt requested, in
each case to the following address or number (or to such other addresses or numbers as may be specified by notice that conforms to this Section 9(g)):


If to you, to the address stated in your Schedule.


If to the Company or any other member of the Company, to:


Eastman Kodak Company
343 State Street
Rochester, New York 14650
Attention:  General Counsel
Facsimile:  585-724-9448


Amendments and Waivers.


  Any provision of this Agreement may be amended or waived but only if the amendment or waiver is in writing and signed, in the case of an
amendment, by you and the Company or, in the case of a waiver, by the party that would have benefited from the provision waived.  Except as this Agreement otherwise
provides, no failure or delay by you or the Company to exercise any right or remedy under this Agreement will operate as a waiver, and no partial exercise of any right
or remedy will preclude any further exercise.


(h) Jurisdiction; Choice of Forum; Costs. You and the Company irrevocably submit to the exclusive jurisdiction of any
state or federal court located in the County of New York over any controversy or claim arising out of or relating to or concerning this Agreement or any aspect of your
employment with the Company (together, an “Employment Matter”).  Both you and the Company (1) acknowledge that the forum stated in this Section 10(i) has a
reasonable relation to this Agreement and to the relationship between you and the Company and that the submission to the forum will apply even if the forum chooses to
apply non-forum law, (2) waive, to the extent permitted by law, any objection to personal
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jurisdiction or to the laying of venue of any action or proceeding covered by this Section 9(i) in the forum stated in this Section, (3) agree not to commence any such
action or proceeding in any forum other than the forum stated in this Section 9(i) and (4)agree that, to the extent permitted by law, a final and non-appealable judgment
in any such action or proceeding in any such court will be conclusive and binding on you and the Company.  However, nothing in this Agreement precludes you or the
Company from bringing any action or proceeding in any court for the purpose of enforcing the provisions of this Section 9(i).  To the extent permitted by law, the
Company will pay or reimburse any reasonable expenses, including reasonable attorney’s fees, you incur as a result of any Employment Matter.  


Governing Law.


  This Agreement will be governed by and construed in accordance with the law of the State of New York applicable to contracts made and to
be performed entirely within that state.


Counterparts.


  This Agreement may be executed in counterparts, each of which will constitute an original and all of which, when taken together, will constitute one
agreement.


IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement as of the date first above written.
 


EASTMAN KODAK COMPANY
 
 
 
By: /s/ Jeffery J. Clarke
 Name Jeffrey J. Clarke
 Title Chief Executive Officer


 
 
 
 


EXECUTIVE
 
 
/s/ Sharon Underberg
 
Sharon Underberg
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SHARON UNDERBERG
EMPLOYMENT AGREEMENT TERMS SCHEDULE


 
sition General Counsel, Secretary, and Senior Vice President, Eastman Kodak


Company
se Salary $330,000
nual Cash Performance Incentive under


ompany’s Executive Compensation for
cellence and Leadership (EXCEL)
an1


The target level for your Annual Incentive will be 50% of your Base Salary.
 
The maximum payout under the EXCEL Plan is 200%.
 
Total Target Cash Compensation is $495,000.


ng-Term Incentive Compensation Target award for annual equity grant:  $400,0002
 
Total Direct Compensation is $895,000 (Total Target Cash plus Annual Equity
Awards under the Omnibus Plan).
 
Your 2014 grant will be comprised of 50% Restricted Stock Units (RSUs) and
50% Non-Qualified Stock Options (NQSOs) with a grant date of December 15,
2014.  An award notice will be issued to you within 20 days of the grant date.


verance Multiplier 1X  Base Salary
ange of Control In the case of a Change of Control event followed by an involuntary


termination3 within two years following the Change of Control, severance
would be paid after the 409(a) waiting period.


ditional Benefits None
 
 
1EXCEL Plan performance metrics are determined annually by the Executive Compensation Committee
2Equity vesting is over a three-year period with the form of equity to be determined by the Executive Compensation Committee (may be in time-based Restricted
Stock Units, performance-based Restricted Stock Units or Stock Options)
3Leaving Reasons and associated eligibility are reviewed and approved by the Executive Compensation Committee
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Eastman Kodak Company and Subsidiary Companies


  
Subsidiaries of the Registrant as of December 31, 2017 are listed below:


  
Eastman Kodak Holdings B.V. Netherlands
Eastman Kodak Sarl Switzerland
Kodak Brasileira Comércio de Produtos para Imagem e Serviços Ltda. Brazil
Kodak Nederland B.V. Netherlands
Kodakit (Singapore) Pte. Ltd. Singapore
Kodakit SAS France
Kodakit UK Limited United Kingd
Eastman Kodak International Capital Company, Inc. Delaware
Kodak de Mexico S.A. de C.V. Mexico
Kodak Mexicana S.A.de C.V. Mexico
Kodak de Colombia, SAS Columbia
Kodak A/S Denmark
Kodak SA/NV Belgium
Kodak Societe Anonyme Switzerland
Kodak (Thailand) Limited Thailand
Far East Development Ltd Delaware
FPC Inc. California
Kodak France
Laboratories Kodak S.A.S. France
Kodak Al Zayani, LLC Delaware
Kodak Americas, Ltd. New York
Kodak Argentina S.A.I.C. Argentina
Kodak (Australasia) Pty. Ltd. Australia
Kodak Canada ULC British Colum
1680382 Ontario Limted Ontario, Cana
Kodak Chilena S.A.F. Chile
Kodak (China) Limited Hong Kong
Kodak (China) Investment Company Limited China
Kodak (China) Company Limited China
Kodak (China) Graphic Communications Company Ltd. China
Kodak Electronic Products (Shanghai) Company Limited China
Miraclon (Shanghai) Trading Company, Limited China
Kodak (Shanghai) International Trading Co. Ltd. China
Kodak (Wuxi) Company Limited China
Kodak (Xiamen) Digital Imaging Products Company China
Kodak Film Lab Atlanta, Inc. Delaware
Kodak GmbH Austria
Kodak Holding GmbH Germany
Kodak Graphic Communications GmbH Germany
Kodak GmbH Germany
Kodak Graphic Communications EAD Germany
Kodak Unterstützungsgesellschaft GmbH Germany
Kodak Korea Limited South Korea
Kodak Limited United Kingd
Kodak India Private Limited India
Kodak International Finance Limited United Kingd
Kodak Graphic Communications Limited United Kingd
Horsell Graphic Industries Ltd. United Kingd
KP Services (Jersey) Limited Jersey, Chann
KPSH P Co1 Limited Jersey, Chann
KPSH P Co2 Limited Jersey, Chann
Kodak (Malaysia) Sdn. Bhd. Malaysia
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Kodak (Near East), Inc. New York
Kodak New Zealand Limited New Zealand
Kodak Nordic AB Sweden
Kodak OOO Russia
Kodak Oy Finland
Kodak Philippines, Ltd. New York
Kodak Polska Sp.zo.o Poland
Kodak Polychrome Graphics Company Ltd. Barbados
Kodak Japan Ltd. Japan
RPB Marketing Company Japan
Yamanashi RPB Supply Co. Japan
KPG Finance (Barbados) SRL Barbados
Kodak IL Ltd. Israel
Kodak Polychrome Graphics Cono Sur SA Uruguay
Kodak Polychrome Graphics Export SAFI Uruguay
Kodak Polychrome Graphics (Maderia) Servicos Ltd. Barbados
Kodak Realty, Inc. New York
Kodak, Sociedad Anonima Spain
Kodak (Singapore) Pte. Limited Singapore
Kodak Societa per Azioni Italy
Kodakit Inc. Delaware
Laser-Pacific Media Corporation Delaware
NPEC Inc. California
Qualex Inc. Delaware
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM


We hereby consent to the incorporation by reference in the Registration Statements on Form S‑8 (No. 333-190957) and Form S-3 (Nos. 333-213029 and 333-216006) of
Eastman Kodak Company of our report dated March 15, 2018 relating to the financial statements, financial statement schedule and the effectiveness of internal control over
financial reporting of Eastman Kodak Company, which appears in this Form 10‑K.


 


/s/ PricewaterhouseCoopers LLP
Rochester, New York
March 15, 2018
 


 


 


 


 


 


 


 







Exhibit (31.1)
CERTIFICATION


 
I, Jeffrey J. Clarke, certify that:
 
1) I have reviewed this Form 10-K;


 
2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in


light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 


3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;


 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and


 
5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors


and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 


a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant's ability to record, process, summarize and report financial information; and
 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial
reporting.


 
 
 
 
/s/Jeffrey J. Clarke
Jeffrey J. Clarke


Chief Executive Officer
 
 
 
Date:  March 15, 2018







Exhibit (31.2)
CERTIFICATION


 
I, David E. Bullwinkle, certify that:


 
 1) I have reviewed this Form 10-K;  
 
 2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements


made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 


 
 3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial


condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


 
 4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act


Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:


 


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;
 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and


 
 5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's


auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 


 
a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and
 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.


 
 
 
 


/s/David E. Bullwinkle
David E. Bullwinkle
Chief Financial Officer
 
 
Date:  March 15, 2018







 
Exhibit (32.1)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 


In connection with the Annual Report of Eastman Kodak Company (the "Company") on Form 10-K for the period ended December 31, 2017 as filed with the Securities
and Exchange Commission on the date hereof (the "Report"), I, Jeffrey J. Clarke, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


 
 
 
/s/Jeffrey J. Clarke
Jeffrey J. Clarke
Chief Executive Officer
 
 
 
Date:  March 15, 2018







 
Exhibit (32.2)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 
In connection with the Annual Report of Eastman Kodak Company (the "Company") on Form 10-K for the period ended December 31, 2017 as filed with the Securities
and Exchange Commission on the date hereof (the "Report"), I, David E. Bullwinkle, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


 
 
 
 
/s/David E. Bullwinkle


David E. Bullwinkle
Chief Financial Officer
 
 
Date:  March 15, 2018
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PART I


ITEM 1. BUSINESS


When used in this report, unless otherwise indicated by the context, “we,” “our,” “us,” and “Kodak” refer to the consolidated company on the basis of consolidation
described in Note 1 to the consolidated financial statements in Part II, Item 8, “Financial Statements and Supplementary Data” of this Form 10-K Report.  Also,
unless otherwise indicated by the context, “EKC” means the parent company, Eastman Kodak Company (the “Company”).


Kodak provides directly, and through partnerships with other innovative companies, hardware, software, consumables and services to customers in graphic arts,
commercial print, publishing, electronic displays, entertainment and commercial films, and consumer products markets.  With its world-class R&D capabilities,
innovative solutions portfolio and highly trusted brand, Kodak is helping customers around the globe to sustainably grow their own businesses and enjoy their lives.


Kodak is a global commercial printing and imaging company with proprietary technologies in materials science, digital imaging science and software, and
deposition processes (methods whereby one or more layers of various materials in gaseous, liquid or small particle form are deposited on a substrate in precise
quantities and positions).  Kodak leverages its core technology products and services to develop solutions for the product goods packaging and graphic
communications markets, and is developing products for the functional printing market. Kodak also offers brand licensing and intellectual property opportunities,
provides products and services for motion pictures and other commercial films, and sells ink to its existing installed consumer inkjet printer base.


Kodak’s consolidated financial statements have been prepared on the going concern basis of accounting, which assumes Kodak will continue to operate as a going
concern and which contemplates the realization of assets and the satisfaction of liabilities and commitments in the normal course of business.  Refer to Note 1,
“Summary of Significant Accounting Principles” in the Notes to Financial Statements for additional information.


The Company was founded by George Eastman in 1880 and incorporated in 1901 in the State of New Jersey.  Kodak is headquartered in Rochester, New York.


REPORTABLE SEGMENTS


Kodak has six reportable segments:  Print Systems, Enterprise Inkjet Systems, Software and Solutions, Consumer and Film, Advanced Materials and 3D Printing
Technology and Eastman Business Park.  


Print Systems


The Print Systems segment is comprised of Prepress Solutions, which includes Kodak’s digital offset plate offerings and computer-to-plate imaging solutions, and
Electrophotographic Printing Solutions, which offers high-quality digital printing solutions using electrically charged toner-based technology.  The Print Systems
segment provides digital and traditional product and service offerings to a variety of commercial industries, including commercial print, direct mail, book
publishing, newspapers and magazines and packaging.  While the businesses in this segment are experiencing pricing pressure, innovations in Kodak product lines
that can command premium prices offset some of the long-term market price erosion.


Prepress Solutions capitalizes on a contract-based, stable and recurring cash flow-generative business model. The average duration of customer contracts is two
years. These contracts offer stability and generate recurring revenue. The core of the business is the manufacturing of aluminum digital printing plates of varying
sizes. These plates can be as small as 23cm x 27cm and as large as 126cm x 287cm.  Unexposed plates are sold to commercial printing companies for use in the
offset printing process. Kodak also manufactures equipment, known as Computer to Plate (“CTP”) equipment, which images the plates with a laser. The plates are
used in the offset printing process, which transfers ink from the plate onto a rubber blanket and then onto the substrate to be printed. Due to the nature of the
imaging and printing process, a new plate must be used for each printing run. As a result, there is a recurring revenue stream from the sale of these plates.
 
Prices for aluminum have risen over the past year, in part due to strong global demand and more recently due to the imposition of U.S. tariffs. Kodak seeks to
mitigate the impact of high aluminum prices through a combination of price increases, commodity contracts, improved production efficiency and cost reduction
initiatives.  In January 2019, Kodak received exemptions on U.S. tariffs for aluminum.
 
The Print Systems products and services are sold globally to customers through both a direct sales team as well as indirectly through dealers. Primary competitors
are Fuji and Agfa.  Kodak expects to benefit from current industry trends, including customers’ increasing focus on sustainability initiatives, which strengthens
demand for Kodak’s process-free solutions.  


• Prepress Solutions:


 • Digital offset plates, which includes KODAK SONORA Process Free Plates. KODAK SONORA Process Free Plates are prepared directly with a
CTP thermal output device and do not require subsequent processing chemistry, processing equipment or chemical disposal. As a result, the plates
deliver cost savings and efficiency for customers and promote environmental sustainability practices.
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 • CTP output devices that are used by customers to transfer images onto aluminum offset printing plates and provide consistent and high-quality
imaging for offset press applications. CTP products provide high resolution, consistency and stability in thermal imaging. Kodak also offers a lower
cost CTP system using TH5 imaging technology, which provides a highly efficient and cost-effective imaging solution at a lower price point.


 • Net sales for Prepress Solutions accounted for 58% of Kodak’s total net revenue for each of the years ended December 31, 2018 and 2017.


• Electrophotographic Printing Solutions:


 • NEXPRESS printers produce high-quality, differentiated printing of short-run, personalized print applications, such as direct mail, books, marketing
collateral and photo products.


 • DIGIMASTER printers use monochrome electrophotographic printing technology for transactional printing, short-run books, corporate
documentation, manuals and direct mail.


 • Net sales for Electrophotographic Printing Solutions accounted for 10% of Kodak’s total net revenue for each of the years ended December 31, 2018
and 2017.


The Print Systems segment also provides service and support related to these products.


Enterprise Inkjet Systems


The Enterprise Inkjet Systems segment contains the Prosper business and the Versamark business. The Enterprise Inkjet Systems products include production press
systems, consumables (primarily ink), inkjet components and services.  Enterprise Inkjet Systems products are distributed directly by Kodak and indirectly through
dealers.  The markets that the Enterprise Inkjet Systems segment serves are highly competitive in variable printing applications like direct mail, newspapers, books,
and packaging/labels.  Key competitors are HP, Canon, Ricoh, and Screen.
 
• Prosper:


 • The Prosper business product offerings, including the PROSPER Press systems and PROSPER Components, feature ultrafast inkjet droplet
generation. This includes the PROSPER 6000 Press, which delivers a continuous flow of ink that enables constant and consistent operation, with
uniform ink droplet size and accurate placement, even at very high print speeds. Applications of the PROSPER Press include publishing, commercial
print, direct mail and packaging.  PROSPER System Components are integrated into original equipment manufacturer partner products and systems.
Sales of equipment that incorporate the PROSPER Writing Systems result in recurring revenue from sales of ink and other consumables and
equipment service. The level of recurring revenue depends on the application for which the equipment is used, which drives the total number of pages
printed and, therefore, the amount of ink usage.  The business model is further supplemented by consumption of other consumables including
refurbished jetting modules and service.


 • The focus of the Prosper business is on developing the next generation platform, Ultrastream, with solutions that place writing systems in original
equipment manufacturers (OEM) as well as direct sale press products that widens its reach into applications for packaging and décor and expands the
substrate range to include plastics.  The Prosper business secured its first agreement in the fourth quarter of 2018 with an industry OEM, who will
integrate Ultrastream in a packaging press solution.


 • The Prosper business includes Kodak Print Services.  Kodak Print Services prints the Jersey Evening Post as well as the majority of U.K. national
newspapers for distribution in both Jersey and Guernsey islands.  The business is used to demonstrate the value of the Kodak Prosper presses to
customers around the world.


 
• Versamark:


 • The KODAK VERSAMARK Products are the predecessor products to the PROSPER Press.  Kodak has ceased manufacturing VERSAMARK Press
systems.  Users of KODAK VERSAMARK Products continue to purchase ink and other consumables as well as service from Kodak.  Applications of
the VERSAMARK products include publishing, transactional, commercial print and direct mail.


Net sales for Enterprise Inkjet Systems accounted for 10% of Kodak’s total net revenue for each of the years ended December 31, 2018 and 2017.  
 
Software and Solutions


The Software and Solutions segment is comprised of Unified Workflow Solutions and Kodak Technology Solutions, which includes enterprise services and
solutions.  Unified Workflow Solutions is an established product line whereas Kodak Technology Solutions includes Kodak Services for Business (“KSB”) and
Kodakit.  Sales in Kodak Technology Solutions are project-based and can vary from year to year depending on the nature and number of projects in existence that
year.  
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• Unified Workflow Solutions:
 


 • Unified Workflow Solutions offers a leading suite of solutions for print production workflow, including the PRINERGY workflow production software,
by providing customer value through automation, web integration and integration with other Kodak systems and third-party offerings. Production
workflow software is used by customers to manage digital and conventional print content from file creation to output.  Production workflow software
manages content and color, reduces manual errors and helps customers manage the collaborative creative process.  Kodak believes it is a leader in
production workflow solutions for the commercial print and packaging industries with systems sold to many of the largest printing and packaging
establishments around the world.  The Unified Workflow Solutions business includes digital front-end controllers which manage the delivery of
personalized content to digital presses while controlling color and print consistency. Products and services are sold directly by Kodak and indirectly
through dealers.  The markets that Unified Workflow Solutions serves are highly competitive.  Key customer segments each face competitive market
pressure in pricing and new product introduction.  Primary competitors include Heidelberg, Agfa, Fuji, and Esko.
 


• Kodak Technology Solutions:
 


 • KSB assists organizations with challenges and opportunities created by the worldwide digital transformation. It provides business process outsourcing
services, scan and capture solutions, records conversion services, workflow solutions, content management and print and managed media services that
assist customers with solutions that meet their business requirements.   KSB has expertise in the capture, archiving, retrieval and delivery of documents
including in-depth knowledge of handling legacy media.  KSB serves enterprise customers primarily in the banking, insurance and government
sectors.  Digitization and document management services are provided by a variety of players, both global and local, in a market that varies significantly
in terms of quality and pricing of services provided.  
 


 • Kodakit is a platform that connects businesses with professional photographers to cater to their photography needs.  Customers include global hotels and
online travel agencies, real estate companies, marketplaces, advertising agencies and global brands.


 
Consumer and Film
 
The Consumer and Film segment is comprised of three lines of business: Consumer Products, Industrial Film and Chemicals, and Motion Picture.  Kodak’s
Consumer and Film products are distributed directly by Kodak and indirectly through dealers.  Brand licensees use the Kodak brand on their products and use their
own distribution channels.  Two Industrial Film and Chemicals customers represented approximately 30 percent of total Consumer and Film segment
revenues.  China tariffs on U.S. made film are increasing material costs in China for printed circuit board film. Prolonged trade disputes with increasing tariffs
could have incremental negative impacts on material costs.


• Consumer Products:


 • Includes licensing of the Kodak brand to third parties.  Kodak currently licenses its brand for use with a range of products including batteries, digital
and instant print cameras and camera accessories, printers, and LED lighting.  Kodak intends to continue efforts to grow its portfolio of brand licenses
to generate both ongoing royalty streams and upfront payments.


 • Consumer Inkjet Solutions, which involves the sale of ink to an existing installed base of consumer inkjet printers.


 • 3rd party sales of specialty inks and dispersions.


 • Kodak developed consumer products.
 


• Industrial Film and Chemicals:


 • Offers industrial film, including films used by the electronics industry to produce printed circuit boards, as well as professional and consumer still
photographic film


 • Includes related component businesses: Polyester Film; Solvent Recovery; and Specialty Chemicals.
 


• Motion Picture:


 • Includes the motion picture film business serving the entertainment industry. Motion picture products are sold directly to studios, external laboratories
and independent filmmakers.


 • Kodak motion picture film processing laboratories offering onsite processing services at strategic locations in the U.S. and Europe.
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Net sales for Motion Picture and Industrial Film and Chemicals accounted for 12% and 11% of Kodak’s total net revenue for the years ended December 31, 2018
and 2017, respectively.


Advanced Materials and 3D Printing Technology


The Advanced Materials and 3D Printing Technology segment contains the Kodak Research Laboratories and associated new business opportunities and
intellectual property licensing not directly related to other business divisions.  Kodak conducts research and files patent applications with fundamental inventions
from the Kodak Research Laboratories.  Additionally, Kodak continues to file new patent applications in areas aligned with its core businesses.  Via these core
business patent applications along with the research inventions, Kodak maintains a large worldwide portfolio of pending applications and issued patents.  Because
product solutions in Advanced Materials and 3D Printing are in the process of being commercialized or are new business opportunities, a higher-level of investment
has been required.  Advanced Materials and 3D Printing Technology significantly reduced the level of this investment in the fourth quarter of 2017, concentrating
on opportunities that are commercialized or nearly commercialized with identified markets and customers.
 
The Advanced Materials and 3D Printing Technology segment will also pursue partnership opportunities to commercialize materials and printed electronics
technologies.  These partnerships may include non-recurring engineering payments for Kodak efforts to further develop such technologies into products.  Further,
the Advanced Materials and 3D Printing Technology segment provides a wide range of analytical services and non-recurring engineering services to external clients
at market rates for such services.
  


• Advanced Materials:
 


 • Advanced Materials is developing solutions for component smart materials based on the materials science inventions and innovations from the
research laboratories.  There are multiple applications that Kodak contemplates addressing in this category, but the singular focus now is light
blocking particles for the textile market.
 


• 3D Printing:
 


 • 3D Printing concentrates on partnership and/or licensing opportunities in printed electronics (micro 3D printing) and materials production for
macro 3D printing companies.


 
• IP Licensing:


 
 • Kodak actively seeks opportunities to leverage its patents and associated technology in licensing and/or cross-licensing deals to support both


revenue growth and its ongoing businesses.  While revenues from these licensing activities tend to be unpredictable in nature, this segment still
carries the potential for revenue generation from intellectual property licensing and new materials businesses.


Eastman Business Park


The Eastman Business Park segment includes the operations of the Eastman Business Park, a more than 1,200-acre technology center and industrial complex in
Rochester, New York and the leasing activities related to that space. A large portion of this facility is used in Kodak’s own manufacturing and other operations,
while the remaining portion is occupied by external tenants or available for rent to external tenants.  Three tenants represented approximately 50% of total Eastman
Business Park segment revenues in 2018.  A tenant that represented approximately 20% of segment revenues for the year ending December 31, 2018 did not renew
its lease upon expiration in the third quarter of 2018.


DISCONTINUED OPERATIONS


Discontinued operations of Kodak include the Flexographic Packaging business.  Refer to Note 27, “Discontinued Operations” in the Notes to Financial Statements
for additional information.
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RAW MATERIALS


The raw materials used by Kodak are many and varied and are generally readily available.  Lithographic aluminum is the primary material used in the manufacture
of offset printing plates.  Kodak procures lithographic aluminum coils from several suppliers with pricing based, in part, on either prevailing market prices for
aluminum or on fixed prices for aluminum agreed to up to one year prior.   Electronic components are used in the manufacturing of commercial printers and other
electronic devices.  The film and chemicals business uses many raw materials from a broad range of suppliers.  Most electronic components, raw materials and
other components are generally available from multiple sources.  However, certain key electronic components, raw materials and other components included in the
finished goods manufactured by Kodak and manufactured by and purchased from Kodak’s third-party suppliers are obtained from single or limited sources, which
subjects Kodak to supply risks.


SEASONALITY OF BUSINESS


Equipment and plate unit sales generally are higher in the fourth quarter, resulting from customer or industry budgeting practices and buying patterns.


RESEARCH AND DEVELOPMENT


Kodak's general practice is to protect its investment in research and development and its freedom to use its inventions by obtaining patents.  The ownership of these
patents contributes to Kodak's ability to provide industry-leading products.  Kodak holds portfolios of patents in several areas important to its business, including
specific technologies such as flexographic and lithographic printing plates and related equipment systems; digital printing workflow and color management
proofing systems; color and black-and-white electrophotographic printing systems including key press components and toners; commercial inkjet writing systems
and components, presses and inks; consumer inkjet inks and media; functional printing materials, formulations, and deposition modalities; engineered
microparticles for specific functions; security materials; embedded information; and color negative films, processing and print films.  Each of these areas is
important to existing and emerging business opportunities that bear directly on Kodak's overall business performance.


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


ENVIRONMENTAL PROTECTION


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


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


Based upon information presently available, future costs associated with environmental compliance are not expected to have a material effect on Kodak's capital
expenditures or competitive position, although costs could be material to a particular quarter or year.


EMPLOYMENT


At the end of 2018, Kodak employed the full time equivalent of approximately 5,400 people globally, of whom approximately 2,300 were employed in the
U.S.  The actual number of employees may be greater because some individuals work part time.


AVAILABLE INFORMATION


Kodak files many reports with the Securities and Exchange Commission (“SEC”) (www.sec.gov), including annual reports on Form 10-K, quarterly reports on
Form 10-Q and current reports on Form 8-K.  These reports, and amendments to these reports, are made available free of charge as soon as reasonably practicable
after being electronically filed with or furnished to the SEC.  They are available through Kodak's website at www.Kodak.com.  To reach the SEC filings, follow the
links to About Kodak, Investor Center, Financial Information and then SEC Filings.
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ITEM 1A. RISK FACTORS


Kodak operates in rapidly changing economic and technological environments which present numerous risks, many of which are driven by factors it cannot control
or predict. Certain factors may have a material adverse effect on its business, financial condition, and results of operations. You should consider carefully the risks
and uncertainties described below in addition to other information contained in this Annual Report on Form 10-K, including the Management’s Discussion and
Analysis of Financial Condition and Results of Operations (MD&A) section and the consolidated financial statements and related notes. The following discussion
of “risk factors” identifies Kodak’s assessment of the most significant factors which may adversely affect its business, operations, financial position or future
financial performance.  Additional risks and uncertainties Kodak is unaware of, or currently believes are not material, may also become important factors which
could adversely affect its business, operations, financial position or future financial performance.


Risks Related to Kodak’s Business


If Kodak is not able to successfully implement its business plans, or experiences implementation delays in cost structure reduction, Kodak’s consolidated results
of operations, financial position and liquidity could be negatively affected.


Kodak’s business plans are subject to a number of assumptions, projections, and analysis. If these assumptions prove to be incorrect, Kodak may be unsuccessful in
executing its business plans or achieving the projected results, which could adversely impact its financial results and liquidity. In addition, Kodak continues to
rationalize its workforce and streamline operations to a leaner and more focused organization aligned with its business initiatives. There are no assurances such
measures will prove to be successful or the cost savings or other results it achieves through these plans will be consistent with its expectations. As a result, its
results of operations, financial position and liquidity could be negatively impacted. If restructuring plans are not effectively managed, it may experience lost
customer sales, product delays, additional costs and other unanticipated effects, causing harm to its business and customer relationships. Finally, the timing and
implementation of these plans require compliance with numerous laws and regulations, including local labor laws, and the failure to comply with such requirements
may result in damages, fines and penalties which could adversely affect Kodak’s business.
 
If Kodak cannot successfully manage and complete the divestiture of the Flexographic Packaging Division, the Company’s strategic objectives and financial
condition could be adversely impacted, as well as Kodak’s ability to meet debt obligations including compliance with debt covenants and other commitments as
they become due.
 
On November 11, 2018, Kodak entered into a definitive agreement to sell its Flexographic Packaging Division to Montagu Private Equity LLP.  The transaction is
expected to close as early as April 8, 2019, subject to the satisfaction of closing conditions.  The net proceeds from the transaction will be used by Kodak to reduce
outstanding term debt. The Company expects that the remaining outstanding term debt will be refinanced and/or repaid using cash proceeds from capital-raising
activities.
 
Successfully executing and completing the divestiture transaction may be costly, difficult, and time consuming, and may require varying levels of management
resources, which may divert our attention from other business obligations. The divestiture transaction may not close within the expected timeframe, which could
impact Kodak’s ability to meet debt obligations and compliance with debt covenants. We could also experience greater dis-synergies than expected and the impact
of the divestiture on our results of operations could be greater than anticipated.
 
Kodak makes no assurances regarding the likelihood, certainty or timing of consummating any asset sales, including the Flexographic Packaging Division,
refinancing of the Company’s existing debt, or regarding the sufficiency of any such actions to meet Kodak’s debt obligations, including compliance with debt
covenants, and to eliminate substantial doubt about Kodak’s ability to continue as a going concern.


The ability to generate positive operating cash flows will be necessary for Kodak to continue to operate its business.


Kodak has not generated positive operating cash flows over the past five years and, based on forecasted cash flows, there are uncertainties regarding its ability to
meet commitments in the U.S. as they come due.  The Print Systems segment is its largest segment and has had declining revenues and segment earnings which are
expected to continue to decline.  Kodak expects to close the sale of its Flexographic Packaging Division which has been growing.  Kodak’s stable and remaining
growth businesses may not grow or continue to generate the same or enough cash flow to offset businesses with declining cash flows and investments needed for
certain growth businesses.  It may take Kodak longer to generate positive cash flow from operations than planned, which would have a material adverse effect on
its liquidity and financial position.  If Kodak is unable to generate positive cash flow from operations in the future or to adequately supplement such cash flow from
operations with proceeds from the sale of businesses or assets or other monetization transactions, its ability to continue as a going concern could be impaired or
limited.


Continued investment, capital needs, restructuring payments, dividends and servicing the Company’s debt require a significant amount of cash and it may not
be able to generate sufficient cash to fund these activities, which could adversely affect its business, operating results and financial condition.


8







Kodak’s business may not generate cash flow in an amount sufficient to enable it to pay the principal or mandatory redemption price of, or interest and dividends
on its indebtedness and Series A Preferred Stock, or to fund Kodak’s other liquidity needs, including working capital, capital expenditures, product development
efforts, strategic acquisitions, investments and alliances, restructuring actions and other general corporate requirements.


Kodak’s ability to generate cash is subject to general economic, financial, competitive, litigation, regulatory and other factors beyond its control. There are no
assurances:
 
 • Kodak’s businesses will generate sufficient cash flow from operations;
 • Kodak will be able to generate expected levels of operational EBITDA;
 • Kodak will be able to repatriate or move cash to locations where and when it is needed;
 • the Company will meet all the conditions associated with making borrowings or issuing letters of credit under


the ABL Credit Agreement;
 • Kodak will realize cost savings, earnings growth and operating improvements resulting from the execution of


its business and restructuring plan;
 • Kodak will not have to expend cash defending lawsuits regardless of the merits of any claims raised; or
 • Future sources of funding will be available in amounts sufficient to enable funding of its liquidity needs.


If Kodak cannot fund its liquidity needs, it will have to take actions, such as reducing or delaying capital expenditures, product development efforts, strategic
acquisitions, and investments and alliances; selling additional assets; restructuring or refinancing the Company’s debt; or seeking additional equity capital. Such
actions could increase the Company’s debt, negatively impact customer confidence in its ability to provide products and services, reduce its ability to raise
additional capital and delay sustained profitability. There are no assurances any of these actions could, if necessary, be taken on commercially reasonable terms, or
at all, or they would satisfy Kodak’s liquidity needs.  In addition, if it were able to incur additional debt, the risks associated with the Company’s substantial
leverage, including the risk it will be unable to service its debt, generate cash flow sufficient to fund its liquidity needs, or maintain compliance with the covenants
in the Credit Agreements, could significantly increase.


Kodak’s inability to effectively complete and manage strategic transactions could adversely impact its business performance, including its financial results.


As part of Kodak’s strategy, it may be engaged in discussions with third parties regarding possible divestitures, asset sales, spin-offs, investments, acquisitions,
strategic alliances, joint ventures, and outsourcing transactions and may enter into agreements relating to such transactions in order to further its business
objectives.  In order to successfully pursue its strategic transaction strategy, it must identify suitable buyers, sellers and partners and successfully complete
transactions, some of which may be large and complex, and manage post-closing issues such as the elimination of any remaining post-sale costs related to divested
businesses, particularly following the sale of the Flexographic Packaging Division. Transaction risk can be more pronounced for larger and more complicated
transactions or when multiple transactions are pursued simultaneously.  There are no assurances Kodak will be able to consummate any strategic transactions which
it undertakes or, if consummated, Kodak will achieve the benefits sought to be achieved from such strategic transactions.  If Kodak fails to identify and successfully
complete transactions that further its strategic objectives, it may be required to expend resources to develop products and technology internally, it may be at a
competitive disadvantage or it may be adversely affected by negative market perceptions. Any of these factors could have an adverse effect on its revenue, gross
margins and profitability. In addition, unpredictability surrounding the timing of such transactions could adversely affect its financial results.


If Kodak is unable to successfully develop, fund and commercialize products in certain businesses upon which it is focused or do so within an acceptable
timeframe, its financial performance could be adversely affected.


Kodak has focused its investments on imaging and printing for business, specifically, commercial inkjet, packaging, advanced materials and 3D printing, and
software and services.  Each of these businesses requires additional investment and may not be successful. The introduction of successful innovative products at
market competitive prices and the achievement of scale are necessary for it to grow these businesses, improve margins and achieve its financial objectives.
Additionally, its strategy is based on a number of factors and assumptions, some of which are not within its control, such as the actions of third parties. There can be
no assurance that it will be able to successfully execute all or any elements of its strategy, or that its ability to successfully execute its strategy will be unaffected by
external factors. If it is unsuccessful in growing Kodak’s investment businesses as planned, or perceiving the needs of its target customers, its financial performance
could be adversely affected.


Kodak may pursue acquisitions or combinations which could fail or present unanticipated problems for its business in the future, which would adversely affect
its ability to realize the anticipated benefits of those transactions or increase the price it would be required to pay.


Kodak may seek to enter into transactions which may include acquiring or combining with other businesses. It may not be able to identify suitable acquisition or
combination opportunities or finance and complete any particular acquisition or combination successfully. Furthermore, acquisitions and combinations involve a
number of risks and challenges, including:
 
 • the ability to obtain required regulatory and other approvals;
 • the need to integrate acquired or combined operations with its business;
 • potential loss of key employees;
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 • difficulty in evaluating operating costs, infrastructure requirements, environmental and other liabilities and other
factors beyond its control;


 • wrong, inaccurate or changing business assumptions on which such acquisitions or combinations are predicated;
 • potential lack of operating experience in new business or geographic areas;
 • an increase in its expenses and working capital requirements;
 • management’s attention may be temporarily diverted; and
 • the possibility it may be required to issue a substantial amount of additional equity or debt securities or assume


additional debt in connection with any such transactions.


Any of these factors could adversely affect its ability to achieve anticipated levels of cash flows or realize synergies or other anticipated benefits from a strategic
transaction. Furthermore, the market for transactions is highly competitive, which may adversely affect its ability to find transactions which fit its strategic
objectives or increase the price it would be required to pay (which could decrease the benefit of the transaction or hinder its desire or ability to consummate the
transaction). Strategic transactions may occur at any time and may be significant in size relative to its assets and operations.


Due to the nature of the products it sells and Kodak’s worldwide distribution, Kodak is exposed to fluctuations in foreign currency exchange rates, interest rates
and commodity costs which may adversely impact its results of operations and financial position.


As a result of Kodak’s global operating and financing activities, it is exposed to changes in currency exchange rates and interest rates, which may adversely affect
its results of operations and financial position.  Exchange rates and interest rates in markets in which it does business tend to be volatile and, at times, its sales and
profitability can be negatively impacted across all its segments depending upon the value of the U.S. dollar and other major currencies such as the euro, the
Japanese yen, the British pound and the Chinese yuan. In addition, Kodak’s products contain aluminum, silver, petroleum-based or other commodity based raw
materials, the prices of which have been, and may continue to be, volatile. In the case of aluminum, recently imposed tariffs may give rise to future cost
increases.  If the global economic situation remains uncertain or worsens, there could be further volatility in changes in currency exchange rates, interest rates and
commodity prices, which could have negative effects on its revenue and earnings.


Weakness or worsening of global economic conditions could adversely affect Kodak’s financial performance and liquidity.


The global economic environment may adversely affect sales of Kodak’s products, profitability and liquidity. Global financial markets have been experiencing
volatility. Economic conditions could accelerate any decline in demand for products, which could also place pressure on its results of operations and liquidity.
There is no guarantee that anticipated economic growth levels in markets which have experienced some economic strength will continue in the future, or Kodak
will succeed in expanding sales in these markets. In addition, accounts receivable and past due accounts could increase due to a decline in its customers’ ability to
pay as a result of an economic downturn, and its liquidity, including its ability to use credit lines, could be negatively impacted by failures of financial instrument
counterparties, including banks and other financial institutions. If global economic weakness and tightness in the credit markets exist, worsen or are attenuated,
Kodak’s profitability and related cash generation capability could be adversely affected and, therefore, affect its ability to meet its anticipated cash needs, impair its
liquidity or increase its costs of borrowing.
 
In June 2016, the United Kingdom (the “UK”) held a referendum in which voters opted for the country’s exit from the EU, commonly referred to as Brexit and,
accordingly, the UK is scheduled to leave the EU on April 12, 2019 (unless delayed). The UK government has been negotiating with the EU on terms for such exit
but no agreement has yet been reached. Leaving without any agreement on terms would lead to disruption to UK/EU trade. However, we have put appropriate plans
in place for continuity of supply and purchase of products, although there is likely to be some limited cost impact associated with these plans.
 
The prospect of Brexit has also caused global stock market volatility and currency exchange rate fluctuations that resulted in strengthening of the U.S. dollar
relative to other foreign currencies in which we conduct business. There may also be broader uncertainty over the position the United States will take with respect
to certain treaty and trade relationships with other countries. This uncertainty may impact (i) the ability or willingness of non-U.S. companies to transact business in
the United States, including with our company, (ii) regulation and trade agreements affecting U.S. companies, (iii) global stock markets and (iv) general global
economic conditions. All of these factors are outside of our control but may cause us to adjust our strategy in order to compete effectively in global markets and
could adversely affect our business, financial condition, operating results and cash flows.


If Kodak is unable to successfully develop or commercialize new products or do so in a timely manner, its business, financial position and operating results may
suffer.


Kodak generally sells its products in industries which are characterized by rapid technological changes, frequent new product and service introductions and
changing industry standards. Without the timely introduction of new products, services and enhancements, its products and services will become technologically
obsolete over time, in which case its revenue and operating results would suffer. Therefore, its future results of operations will depend to a significant extent upon
its ability to successfully commercialize new products in a timely manner. The success of its new products and services will depend on several factors, including its
ability to:
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 • identify customer needs;
 • innovate and develop new technologies, services, and applications;
 • commercialize new technologies in a timely manner;
 • manufacture and deliver its products in sufficient volumes and on time;
 • differentiate its offerings from its competitors’ offerings;
 • price its products and services competitively;
 • anticipate its competitors’ development of new products, services or technological innovations;
 • work successfully alongside its partners; and
 • control product quality in its manufacturing processes.


As a result of these and other factors, products currently in development by Kodak (for example, UltraStream technology, small particle technology and Ultra NX)
may or may not be successfully commercialized in a timely manner, or at all. If any of its key products cannot be successfully or timely commercialized, its
operating results could be adversely affected. Moreover, it cannot guarantee any investment made in developing products will be recouped, even if it is successful
in commercializing those products, which could have a material adverse effect on its business, financial position and operating results.


If Kodak’s commercialization and manufacturing processes fail to prevent issues with product reliability, yield and quality, its product launch plans may be
delayed, its financial results may be adversely impacted, and its reputation may be harmed.


In developing, commercializing and manufacturing Kodak’s products and services it must adequately address reliability and prevent yield and other quality issues,
including defects in its engineering, design and manufacturing processes, as well as defects in third-party components included in its products. Because Kodak’s
products are sophisticated and complicated to develop and commercialize with rapid advances in technologies, the occurrence of defects may increase, particularly
with the introduction of new product lines. Unanticipated issues with product performance may delay product launch plans which could result in additional
expenses, lost revenue and earnings. Although it has established internal procedures to minimize risks which may arise from product quality issues, there can be no
assurance it will be able to eliminate or mitigate occurrences of these issues and associated liabilities. Product reliability, yield and quality issues can impair its
relationships with new or existing customers and adversely affect its brand image; product quality issues can result in recalls, warranty, or other service obligations
and litigation, and its reputation as a producer of high quality products could suffer, which could adversely affect its business as well as its financial results.


If the reputation of Kodak or its brand erodes significantly, it could have a material impact on its financial results.
 
Kodak’s reputation, and the reputation of its brand, form the foundation of its relationships with key stakeholders and other constituencies, including customers,
suppliers and consumers. The quality and safety of Kodak’s products are critical to its business.  Kodak’s products have worldwide recognition, and its financial
success is directly dependent on the success of its product offering.  One aspect of Kodak’s business is licensing others to use Kodak’s brand in connection with the
sale of such licensees’ products and services, and activities by such licensees may be perceived by the market as being activities of Kodak.  The success of Kodak’s
brand can suffer if its or its licensees’ marketing plans, product initiatives or activities do not have the desired impact on the brand’s image or ability to attract
customers.  Kodak’s results could also be negatively impacted if its brand suffers substantial harm to its reputation due to significant product reliability and quality
issues, and product-related litigation.  Additionally, negative or inaccurate postings or comments on social media or networking websites about Kodak, its licensees
or its brand could generate adverse publicity which could damage the reputation of the brand.  Kodak also devotes significant time and resources to programs
consistent with its corporate values and commitments that are designed to protect and preserve its reputation, such as social responsibility and environmental
sustainability. If these programs are not executed as planned or suffer negative publicity, Kodak’s reputation and financial results could be adversely impacted.


The competitive pressures it faces could harm Kodak’s revenue, gross margins, cash flow and market share.


The markets in which Kodak does business are highly competitive with large, entrenched, and well financed industry participants, many of which are larger than
Kodak. In addition, it encounters aggressive price competition for many of its products and services from numerous companies globally. Any of its competitors
may:
 
 • foresee the course of market developments more accurately than it does;
 • sell superior products and provide superior services or offer a broader variety of products and services;
 • have the ability to produce or supply similar products and services at a lower cost;
 • have better access to supplies and the ability to acquire supplies at a lower cost;
 • develop stronger relationships with its suppliers or customers;
 • adapt more quickly to new technologies or evolving customer requirements than it does; or
 • have access to capital markets or other financing sources on more favorable terms than it can obtain.
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As a result, Kodak may not be able to compete successfully with its competitors. Finally, it may not be able to maintain its operating costs or prices at levels which
would allow it to compete effectively. Kodak’s results of operations and financial condition may be adversely affected by these and other industry-wide pricing
pressures. If its products, services and pricing are not sufficiently competitive with current and future competitors, it could also lose market share, adversely
affecting its revenue, gross margins and cash flow.


An inability to provide competitive financing arrangements to Kodak’s customers or extension of credit to customers whose creditworthiness deteriorates could
adversely impact its revenue, profitability and financial position.


The competitive environment in which Kodak operates may require it to facilitate or provide financing to its customers. Customer financing arrangements may
cover all or a portion of the purchase price for its products and services. It may also assist customers in obtaining financing from banks and other sources. Its
success may be dependent, in part, upon its ability to provide customer financing on competitive terms and on its customers’ creditworthiness. Tightening of credit
in the global financial markets can adversely affect the ability of Kodak’s customers to obtain financing for significant purchases, which may result in a decrease in,
or cancellation of, orders for its products and services. If Kodak is unable to provide competitive financing solutions to its customers or if it extends credit to
customers whose creditworthiness deteriorates, its revenues, profitability and financial position could be adversely impacted.


The loss of one or more of Kodak’s key personnel, or its failure to attract and retain other highly qualified personnel in the future, could harm its business.


In order for it to be successful, Kodak must continue to attract, retain and motivate executives and other key employees, including technical, managerial, marketing,
sales, research and support positions. Hiring and retaining qualified executives, research and engineering professionals, and qualified sales representatives,
particularly in Kodak’s targeted growth markets, are critical to its future. It may be unable to attract and retain highly qualified management and employees,
particularly if it does not offer employment terms competitive with the rest of the market. Failure to attract and retain qualified individuals, key leaders, executives
and employees, or failure to develop and implement a viable succession plan, could result in inadequate depth of institutional knowledge or skill sets, which could
adversely affect its business.


If Kodak cannot effectively anticipate technology trends and develop and market new products to respond to changing customer preferences, its revenue,
earnings and cash flow could be adversely affected.


Kodak serves imaging needs for business markets, including packaging, graphic communications, enterprise services, and printed electronics. Its success in these
markets depends on its ability to offer differentiated solutions and technologies to capture market share and grow scale. To enable this, it must continually develop
and introduce new products and services in a timely manner to keep pace with technological developments and achieve customer acceptance. In addition, the
services and products it provides to customers may not or may no longer meet the needs of its customers as the business models of its customers evolve. Its
customers may decide to outsource their imaging needs or may purchase imaging services and needs from other suppliers. In addition, it is difficult to predict
successfully the products and services its customers will demand. The success of Kodak’s business depends in part on its ability to identify and respond promptly to
changes in customer preferences, expectations and needs. If it does not timely assess and respond to changing customer expectations, preferences and needs, its
financial condition, results of operations or cash flows could be adversely affected.


If Kodak is unable to timely anticipate new technology trends, develop improvements to its current technology to address changing customer preferences, and
effectively communicate its businesses, products, and the markets it serves, its revenue, earnings and cash flow could be adversely affected. The success of Kodak’s
technology development efforts may be affected by the development efforts of its competitors, which may have more financial and other resources to better
ascertain technology trends, changing customer preferences, and changing business expectations or models. Kodak’s assessment and response may as a result be
incomplete or inferior when compared to its competitors, which could adversely affect its product roadmaps and associated revenue streams.


Kodak has reduced the scope of its corporate-focused research and development activities.  If its investment in research and product development is inadequate, its
response to changing customer needs and changing market dynamics may be too slow and this may adversely affect revenue streams from new products and
services.
 
Kodak makes sizeable investments in new products and services that may not achieve expected returns.
 
Commercial success depends on many factors, including innovativeness, developer support, and effective distribution and marketing. If customers do not perceive
Kodak’s latest offerings as providing significant new functionality or other value, they may reduce their purchases of new products or upgrades, unfavorably
affecting revenue. Kodak may not achieve significant revenue from new product, service, and distribution channel investments for several years, if at all. New
products and services may not be profitable, and even if they are profitable, operating margins for some new products and businesses may not be as high as the
margins Kodak has experienced historically. Developing new technologies is complex. It can require long development and testing periods. Significant delays in
new releases or significant problems in creating new products or services could adversely affect Kodak’s revenue.
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Kodak relies on third-party suppliers and service providers to support its manufacturing, logistics, and business operations and faces the risks associated with
reliance on external business partners.
 
Kodak relies on third-party suppliers for goods and services to support its manufacturing, logistics, and business operations.  To the extent it relies on third-parties,
it faces the risks that those third parties may not be able to:
 
 • develop manufacturing methods appropriate to Kodak’s products;
 • maintain an adequate control environment;
 • quickly respond to changes in customer demand for Kodak’s products;
 • obtain supplies and materials necessary for the manufacturing process; or
 • mitigate the impact of labor shortages and/or other disruptions.


Suppliers may choose to unilaterally withhold products, components or services. In addition, Kodak may experience shortages in supply and disruptions in service
as a result of unexpected demand, transportation and logistical limitations, and/or disruptions or production difficulties at its suppliers, such as disruptions due to
fires, other natural disasters or events outside of a supplier’s control. In addition, disruptions could result from a reduction in the number of its suppliers due to their
own financial difficulties or a reduction in the products offered by such suppliers. As a result of the loss of any supplier, or a substantial decrease in the availability
of products from its suppliers, Kodak may be unable to meet its customer commitments, its costs could be higher than planned, and its cash flows and the reliability
of its products could be negatively impacted. Kodak will vigorously enforce its contractual rights under such circumstances, but there is no guarantee it will be
successful in preventing or mitigating the effects of unilateral actions by its suppliers. Other supplier problems that Kodak could encounter include electronic
component shortages, excess supply, risks related to the duration and termination of its contracts with suppliers for components and materials and risks related to
the ability to obtain products, components or services from single source suppliers on favorable terms or at all. The realization of any of these risks, should
alternative third-party relationships not be established, could cause interruptions in supply or increases in costs which might result in Kodak’s inability to meet
customer demand for its products, damage to its relationships with its customers, and reduced market share, all of which could adversely affect its results of
operations and financial condition.


Any significant negative change in the payment terms that Kodak has with its suppliers could adversely affect its liquidity.  There is a risk that Kodak’s key
suppliers could respond to any actual or apparent decrease in or any concern with its financial results or liquidity by requiring or conditioning their sale of goods or
services to Kodak on more stringent or more costly payment terms, such as by requiring standby letters of credit, earlier or advance payment of invoices, payment
upon delivery, or shorter payment terms. Kodak’s need for additional liquidity could significantly increase and its supply could be materially disrupted if a
significant portion of its key suppliers and vendors took one or more of the actions described above, which could have a material adverse effect on its sales,
customer satisfaction, cash flows, liquidity and financial position.


Business disruptions could seriously harm Kodak’s future revenue and financial condition and increase its costs and expenses.


Worldwide operations could be subject to earthquakes, power shortages, telecommunications failures, cyber-attacks, terrorism and other physical security threats,
water shortages, tsunamis, floods, hurricanes, typhoons, fires, extreme weather conditions, medical epidemics, political or economic instability, and other natural or
manmade disasters or business interruptions, for which Kodak is predominantly self-insured. The occurrence of any of these business disruptions could seriously
harm its revenue and financial condition and increase its costs and expenses. In addition, some areas, including parts of the east and west coasts of the United
States, have previously experienced, and may experience in the future, major power shortages and blackouts. These blackouts could cause disruptions to its
operations or the operations of its suppliers, distributors and resellers, or customers. It has operations including research and development facilities in
geographically disparate locations, such as Israel, Japan, China, Canada and Germany. The impact of these risks is greater in areas where products are
manufactured at a sole or limited number of location(s), and where the sourcing of materials is limited to a sole or limited base of suppliers, since any material
interruption in operations in such locations or suppliers could impact Kodak’s ability to provide a particular product or service for a period of time.
 
Kodak could be adversely impacted by a security breach, through cyber-attack, cyber intrusion, insider threats or otherwise, or other significant disruption of
its IT networks and related systems or of those it operates for certain of its customers.


To effectively manage Kodak’s global business, it depends on secure and reliable information technology systems with accurate data. These systems and their
underlying infrastructure are provided by a combination of Kodak and third-parties, and if unavailable or unreliable, could disrupt Kodak’s operations, causing
delays or cancellation of customer orders, impeding the manufacturing or delivery of products, delaying the reporting of financial results, or impacting other
business processes critical to running its business.


Kodak’s IT systems contain critical information about its business, including intellectual property and confidential information of its customers, business partners,
and employees.  Cyber-attacks or defects in its systems could result in this proprietary information being disclosed or modified, which could cause significant
damage to its business or its reputation.  Kodak has system controls and security measures in place that are designed to protect its IT systems against intentional or
unintentional disruptions of its operations or disclosure of confidential information, but it may not be able to implement solutions that result in stopping or detecting
all of these threats to its internal information systems or those of its third-party providers.  A breach of Kodak’s security measures could result in unauthorized
access to and misuse of its information, corruption of data, or disruption of operations, any of which could have a material adverse impact on its business.
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Kodak also provides IT-based products and services to its customers, and operates services used by its customers and hosted by Kodak, both businesses and
consumers, and a breach of its security or reliability measures, or those of its third-party service providers, could negatively impact its customers’ operations or data
privacy.


Attacks on information technology systems continue to grow in frequency, complexity and sophistication, and Kodak is regularly targeted by unauthorized parties
using malicious tactics, code and viruses. It has programs in place to prevent, detect and respond to data or cyber security incidents. However, because the
techniques used to obtain unauthorized access, disable or degrade service, or sabotage systems change frequently, are increasingly more complex and sophisticated
and may be difficult to detect for long periods of time, Kodak may be unable or fail to anticipate these techniques or implement adequate or timely preventive or
responsive measures.
 
Failure to comply with anti-corruption laws and regulations, anti-money laundering laws and regulations, economic and trade sanctions, and similar laws
could have a materially adverse effect on Kodak’s reputation, results of operations or financial condition, or have other adverse consequences.


Regulators worldwide are exercising heightened scrutiny with respect to anti-corruption, economic and trade sanctions, and anti-money laundering laws and
regulations. Such heightened scrutiny has resulted in more aggressive investigations and enforcement of such laws and more burdensome regulations, any of which
could adversely impact Kodak’s business.  Kodak has a global operating presence, including in numerous developing economies where companies and government
officials are more likely to engage in business practices that are prohibited by domestic and foreign laws and regulations, including the United States Foreign
Corrupt Practices Act and the U.K. Bribery Act. Such laws generally prohibit improper payments or offers of payments to foreign government officials and leaders
of political parties, and in some cases, to other persons, for the purpose of obtaining or retaining business.  Kodak is also subject to economic and trade sanctions
programs, including those administered by the U.S. Treasury Department’s Office of Foreign Assets Control, which prohibit or restrict transactions or dealings with
specified countries, their governments, and in certain circumstances, their nationals, and with individuals and entities that are specially designated, including
narcotics traffickers and terrorists or terrorist organizations, among others.  In addition, Kodak is subject to anti-money laundering laws and regulations.


Kodak has implemented policies and procedures to monitor and address compliance with applicable anti-corruption, economic and trade sanctions and anti-money
laundering laws and regulations, and it is continuously in the process of reviewing, upgrading and enhancing certain of its policies and procedures. However, there
can be no assurance that its employees, consultants or agents will not take actions in violation of its policies for which it may be ultimately responsible, or that its
policies and procedures will be adequate or will be determined to be adequate by regulators.  Any violations of applicable anti-corruption, economic and trade
sanctions or anti-money laundering laws or regulations could limit certain of Kodak’s business activities until they are satisfactorily remediated and could result in
civil and criminal penalties, including fines, which could damage its reputation and have a materially adverse effect on its results of operation or financial
condition.


Failure to comply with privacy, data protection and cyber security laws and regulations could have a materially adverse effect on Kodak’s reputation, results of
operations or financial condition.


Kodak receives, processes, transmits and stores information relating to identifiable individuals (personal information), both in its role as a technology provider and
as an employer. As a result, Kodak is subject to numerous U.S. federal and state and foreign laws and regulations relating to personal information. These laws have
been subject to frequent changes, and new legislation in this area may be enacted at any time. In Europe, the General Data Protection Regulation (“GDPR”) became
effective on May 25, 2018 for all European Union (“EU”) member states. The GDPR includes operational requirements for companies receiving or processing
personal data of EU residents that are partially different from those previously in place and includes significant penalties for non-compliance. This change, as well
as any other change to existing laws, the introduction of new laws in this area, or the failure to comply with existing laws that are applicable, may subject Kodak to,
among other things, additional costs or changes to its business practices, liability for monetary damages, fines and/or criminal prosecution, unfavorable publicity,
restrictions on its ability to obtain and process information and allegations by its customers and clients that it has not performed its contractual obligations. At the
same time, the risk of cyber-attacks is relevant to the requirements regarding storage, transfer, sharing and handling of personal information.  


This environment demands Kodak continuously improve its design and coordination of security controls and contractual arrangements across its businesses and
geographies.  Despite these efforts, it is possible its security controls over personal data, its training of employees and vendors on data privacy and data security,
and other practices it follows may not prevent the improper disclosure of personal information.  Improper disclosure of this information could harm its reputation or
subject it to liability under laws which protect personal data, resulting in increased costs or loss of revenue.
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If Kodak cannot protect the intellectual property rights on which its business depends, or if third parties assert it violates their intellectual property rights, its
revenue, earnings, expenses and liquidity may be adversely impacted.


A key differentiator for Kodak in many of its businesses is its technological advantage over competitors’ products and solutions. Its technological advantage is
supported by Kodak’s intellectual property rights. Patent, copyright, trademark and trade secret laws in the United States and similar laws in other countries, and
non-disclosure, confidentiality and other types of agreements with Kodak’s employees, customers, suppliers and other parties, may not be effective in establishing,
maintaining, protecting and enforcing Kodak’s intellectual property rights. Any of Kodak’s direct or indirect intellectual property rights could be challenged,
invalidated, circumvented, infringed, diluted, disclosed or misappropriated, or such intellectual property rights may not be sufficient to permit it to take advantage
of current market trends or otherwise to provide competitive advantages, which could result in costly product redesign efforts, discontinuance of certain product
offerings or other competitive harm. Further, the laws of certain countries do not protect proprietary rights to the same degree as the laws of the United States.
Therefore, in certain jurisdictions, Kodak may be unable to protect its proprietary technology adequately against unauthorized third party copying, infringement or
use, which could adversely affect its competitive position.  Also, much of Kodak’s business and many of its products rely on key technologies developed or
licensed by third parties and, because of the rapid pace of technological change in the information technology industry, it may not be able to obtain or continue to
obtain licenses and technologies from relevant third parties on reasonable terms, or at all.


Kodak also licenses third parties to use its trademarks. In an effort to preserve its trademark rights, Kodak enters into license agreements with these third parties
which govern the use of its trademarks and require its licensees to abide by quality control standards with respect to the goods and services they provide under the
trademarks. Although Kodak makes efforts to police the use of its trademarks by its licensees, there can be no assurance these efforts will be sufficient to ensure the
licensees abide by the terms of their licenses. In the event Kodak’s licensees fail to do so, its trademark rights could be diluted and its reputation harmed by its
licensees’ activities.  Also, failure by Kodak and its licensees to sufficiently exploit any of Kodak’s trademarks in any markets could erode Kodak’s trademark
rights with respect to the relevant trademarks. Because the laws and enforcement regimes of certain countries do not protect proprietary rights to the same degree as
those in the United States, in certain jurisdictions Kodak may be unable to adequately prevent such unauthorized uses, which could result in impairment of its
trademark rights.


Kodak has made substantial investments in new, proprietary technologies and has filed patent applications and obtained patents to protect its intellectual property
rights in these technologies as well as the interests of its licensees. There can be no assurance Kodak’s patent applications will be approved, any patents issued will
be of sufficient scope or strength to provide it with meaningful protection, or such patents will not be challenged by third parties. Furthermore, Kodak may fail to
accurately predict all of the countries where patent protection will ultimately be desirable, and if it fails to timely file a patent application in any such country, it
may be precluded from doing so at a later date. The patents issuing may vary in scope of coverage depending on the country in which such patents issue.
 
In addition, the intellectual property rights of others could inhibit Kodak’s ability to conduct its business. Other companies may hold patents on technologies used
in Kodak’s industries and some of these companies are aggressively seeking to expand, enforce or license their patent portfolios.  Third parties may claim Kodak
and its customers, licensees or other parties indemnified by it are infringing upon their intellectual property rights. Such claims may be made by competitors
seeking to block or limit Kodak’s access to certain markets. Additionally, in recent years, individuals and groups have begun purchasing intellectual property assets
for the sole purpose of making claims of infringement and attempting to extract settlements from large companies like Kodak. Even if it believes the claims are
without merit, these claims may have the following negative impacts on its business:
 • claims can be time consuming and costly to defend and may distract management’s attention and


resources;
 • claims of intellectual property infringement may require it to redesign affected products, enter into costly


settlement or license agreements or pay costly damage awards, or face a temporary or permanent
injunction prohibiting it from marketing or selling certain of its products;


 • even if it has an agreement with a third party to indemnify it against such costs, the indemnifying party
may be unable to uphold such party’s contractual obligations; and


 • if it cannot or does not license the infringed technology at all, license the technology on reasonable terms
or substitute similar technology from another source, its revenue and earnings could be adversely
impacted.


Finally, Kodak uses open source software in connection with its products and services. Companies which incorporate open source software into their products have,
from time to time, faced claims challenging the ownership of open source software and/or compliance with open source license terms. As a result, Kodak could be
subject to suits by parties claiming ownership of what it believes to be open source software or noncompliance with open source licensing terms. Some open source
software licenses require users who distribute open source software as part of their software to publicly disclose all or part of the source code to such software
and/or make available any derivative works of the open source code on unfavorable terms or at no cost.  Any requirement to disclose Kodak’s source code or pay
damages for breach of contract could be harmful to its business results of operations and financial condition.


Kodak’s future pension and other postretirement benefit plan costs and required level of contributions could be unfavorably impacted by changes in actuarial
assumptions, market performance of plan assets and obligations imposed by legislation or pension authorities which could adversely affect its financial
position, results of operations, and cash flow.
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Kodak has significant defined benefit pension and other postretirement benefit obligations. The funded status of its U.S. and non-U.S. defined benefit pension plans
(and other postretirement benefit plans), and the related cost reflected in its financial statements, are affected by various factors subject to an inherent degree of
uncertainty. Key assumptions used to value these benefit obligations, funded status and expense recognition include the discount rate for future payment
obligations, the long term expected rate of return on plan assets, salary growth, healthcare cost trend rates, mortality trends, and other economic and demographic
factors. Significant differences in actual experience, or significant changes in future assumptions or obligations imposed by legislation or pension authorities, could
lead to a potential future need to contribute cash or assets to Kodak’s plans in excess of currently estimated contributions and benefit payments and could have an
adverse effect on Kodak’s consolidated results of operations, financial position or liquidity.


In past years, Kodak has experienced increases in the costs of these defined benefit pension and postretirement benefit obligations as a result of macro-economic
factors beyond its control, including increases in health care costs, declines in investment returns on pension plan assets, and changes in discount rates and
mortality rates used to calculate pension and related liabilities. At least some of these macro-economic factors may again put pressure on the cost of providing
pension and medical benefits. There can be no assurance it will succeed in limiting cost increases. In addition, continued upward pressure, including any as a result
of new legislation, could reduce the profitability of its businesses.


Kodak may be required to recognize impairments in the value of its goodwill and/or other long-lived assets which could adversely affect its results of
operations.


Upon emergence from bankruptcy, Kodak applied fresh start accounting pursuant to which the reorganization value was allocated to the individual assets and
liabilities based on their estimated fair values. The excess reorganization value over the fair value of identified tangible and intangible assets is reported as
goodwill. In connection with fresh start, Kodak also determined the fair value of its other long-lived assets, including intangible assets. The determination of
reorganization value, equity value of the Company’s common stock and fair value of assets and liabilities is dependent on various estimates and assumptions,
including financial projections and the realization of certain events. Kodak tests goodwill and indefinite lived intangible assets for impairment annually or
whenever events occur or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. Kodak
evaluates other long-lived assets for impairments whenever events or changes in circumstances indicate the carrying value may not be recoverable. Impairments
could occur in the future if Kodak’s expected future cash flows decline, market or interest rate environments deteriorate, or if carrying values change materially
compared with changes in their respective fair values.


Kodak’s businesses experience seasonality of sales. Therefore, lower demand for Kodak’s products or increases in costs during periods which are expected to be
at peak in seasonality may have a pronounced negative effect on its results of operations.


Equipment and consumables sales generally exhibit higher levels in the fourth quarter due to the seasonal nature of placements, resulting from customer or industry
budgeting practices. As a result, a sequential quarter-to-quarter comparison is not a good indication of Kodak’s performance or how it will perform in the future. In
addition, adverse developments during what are expected to be peak periods in seasonality, such as lower-than-anticipated demand for its products, an internal
systems failure, increases in materials costs, or failure of or performance problems with one of its key logistics, components supply, or manufacturing partners,
could have a material adverse impact on its financial condition and operating results. Tight credit markets which limit capital investments or a weak economy
which decreases print demand could negatively impact equipment or consumable sales. These external developments are often unpredictable and may have an
adverse impact on its business and results of operations.  


If Kodak fails to manage distribution of its products and services properly, its revenue, gross margins and earnings could be adversely impacted.


Kodak uses a variety of different distribution methods to sell and deliver its products and services, including third-party resellers and distributors and direct and
indirect sales to both enterprise accounts and customers. Successfully managing the interaction of direct and indirect channels with various potential customer
segments for its products and services is a complex process. Moreover, since each distribution method has distinct risks and costs, Kodak’s failure to achieve the
most advantageous balance in the delivery model for its products and services could adversely affect its revenue, gross margins and earnings. This has concentrated
Kodak’s credit and operational risk and could result in an adverse impact on its financial performance.


Kodak’s future results could be harmed if it is unsuccessful in its sales in emerging markets.


Because Kodak is seeking to expand its sales and number of customer relationships outside the United States, including in emerging markets in Asia, Latin
America and Eastern Europe, Kodak’s business is subject to risks associated with doing business internationally, such as:
 
 • support of multiple languages;
 • recruitment of sales and technical support personnel with the skills to design, manufacture, sell and


supply products;
 • compliance with governmental regulation of imports and exports, including obtaining required


import or export approval for its products;
 • complexity of managing international operations;
 • exposure to foreign currency exchange rate fluctuations;
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 • commercial laws and business practices which may favor local competition and the imposition of
tariffs on products or raw materials imported into or exported from the U.S.;


 • multiple, potentially conflicting, and changing governmental laws, regulations and practices,
including differing export, import, tax, anti-corruption, anti-dumping, economic sanction, labor, and
employment laws;


 • difficulties in collecting accounts receivable;
 • limitations or restrictions on the repatriation of cash;
 • limitations or reductions in protection of intellectual property rights;
 • complications in logistics and distribution arrangements; and
 • political or economic instability.


There can be no assurance Kodak will be able to market and sell its products in all of its targeted markets. If its efforts are not successful, its business growth and
results of operations could be harmed. As a global company, Kodak is subject to regulatory requirements and laws in the jurisdictions in which it operates, and any
alleged non-compliance with these requirements or laws could result in an adverse financial or reputational impact.


Kodak is subject to environmental laws and regulations and failure to comply with such laws and regulations or liabilities imposed as a result of such laws and
regulations could have an adverse effect on its business, results of operations and financial condition.


Kodak is subject to environmental laws and regulations world-wide that govern, for example, the discharge of pollutants, the management of hazardous materials,
the cleanup of contaminated sites, and the composition and end-of-life management of its products.  Non-compliance with applicable laws or liability incurred
without regard to fault could have a material adverse effect on its business, results of operations and financial condition. The cost of complying with such laws
could have a material adverse effect on its business, results of operations and financial condition.


In addition, the Company, the New York State Department of Environmental Conservation and the New York Empire State Development Corporation have entered
into a settlement agreement concerning certain of the Company’s historical environmental liabilities at Eastman Business Park or from discharges to the Genesee
River through the establishment of a $49 million environmental remediation trust. Should historical liabilities exceed $49 million, New York State is responsible for
payments of cost up to an additional $50 million. In the event the historical liabilities exceed $99 million, the Company will become liable for 50% of the portion
above $99 million, which could have a material adverse effect on its financial condition. The settlement agreement was implemented on May 20, 2014. The
settlement agreement includes a covenant not to sue from the U.S. Environmental Protection Agency. Any uncertainties related to the Company’s environmental
obligations may impact its ability to further develop and transform Eastman Business Park.


Kodak may have additional tax liabilities.


Kodak is subject to income taxes in the U.S. and in many foreign jurisdictions. Significant judgment is required in determining Kodak’s worldwide provision for
income taxes.  In the course of its business, there are transactions and calculations where the ultimate tax determination is uncertain. For example, compliance with
the Tax Cuts and Jobs Act (“2017 Tax Act”) may continue to require the exercise of significant judgment in accounting for its provisions. Many aspects of the 2017
Tax Act are unclear and may not be clarified for some time.  As regulations and guidance evolve with respect to the 2017 Tax Act, and as Kodak gathers more
information and performs more analysis, Kodak’s results may differ from previous estimates and may materially affect our financial position.
 
Kodak operates within multiple taxing jurisdictions worldwide and is subject to audit in these jurisdictions.  These audits can involve complex issues, which may
require an extended period of time for resolution.  Management’s ongoing assessments of the outcomes of these issues and related tax positions require judgment,
and although management believes that adequate provisions have been made for such issues, there is the possibility that the ultimate resolution of such issues could
have an adverse effect on the earnings and cash flow of Kodak.


Kodak’s business, financial position, results of operations, cash flows and reputation may be negatively impacted by legal matters.


Kodak has various contingencies which are not reflected on its balance sheet, including those arising as a result of being involved from time to time in a variety of
claims, lawsuits, investigations, remediations and proceedings concerning:  commercial, tax, tort, customs, employment, health and safety and intellectual property
matters, licensee activities, and compliance with various domestic and international laws and regulations.  Should developments in any of these matters cause a
change in its determination as to an unfavorable outcome and result in the need to recognize a material accrual or should any of these matters result in a final
adverse judgment or be settled for significant amounts, they could have a material adverse effect on its business, financial position, results of operations, and cash
flows.
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Regulations related to “conflict minerals” may require Kodak to incur additional expenses and could limit the supply and increase the cost of certain metals
used in manufacturing Kodak’s products.


The Dodd-Frank Wall Street Reform and Consumer Protection Act contains provisions to improve transparency and accountability concerning the supply of
minerals originating from the conflict zones of the Democratic Republic of Congo (“DRC”) and adjoining countries. As a result, in August 2012, the SEC adopted
rules requiring disclosure related to sourcing of specified minerals, known as “conflict minerals,” which are necessary to the functionality or production of products
manufactured or contracted to be manufactured by public companies. Kodak has designed its overall conflict minerals policies and procedures to be consistent with
the guidance issued by the Organization for Economic Co-operation and Development (“OECD”) and continues to perform due diligence on its supply
chain.  Kodak filed its most recent Conflict Minerals Disclosure report for the reporting period from January 1, 2017 to December 31, 2017 on May 31, 2018.  As
of the date of the report, Kodak determined certain of its products contain such specified minerals but was unable to determine whether or not such minerals
originate from the DRC or an adjoining country.  Kodak may incur additional costs to comply with these disclosure requirements, including costs related to
determining the sources of the specified minerals used in its products, in addition to the cost of any changes to products, processes, or sources of supply as a
consequence of such verification activities, which may adversely affect its business. In addition, the number of suppliers who provide “conflict-free” minerals may
be limited, which may make it difficult to satisfy customers who require all of the components of its products be certified as conflict-free, which could place it at a
competitive disadvantage if it is unable to do so. Because Kodak’s supply chain is complex, it may also not be able to sufficiently verify the origins of the relevant
minerals used in its products through its due diligence procedures, which may harm its reputation.


Risks Related to the Company’s Indebtedness and Access to Capital Markets


There can be no assurance the Company will be able to comply with the terms of its various credit facilities.


A breach of any of the financial or other covenants contained in the Senior Secured First Lien Term Credit Agreement (the “Term Credit Agreement”) or the Asset
Based Revolving Credit Agreement (the “ABL Credit Agreement” and, together with the Term Credit Agreement, the “Credit Agreements”) could result in an
event of default under these facilities. If any default or event of default occurs and the Company is not able to either cure it or obtain a waiver from the requisite
lenders under each of these facilities, the administrative agent of each credit facility may, and at the request of the requisite lenders for that facility must, declare all
of the Company’s outstanding obligations under the applicable credit facility, together with accrued interest and fees, to be immediately due and payable.  In
addition, the agent under the ABL Credit Agreement may, and at the request of the requisite lenders must, terminate the lenders’ commitments under that facility
and cease making further loans. If applicable, each respective agent could institute foreclosure proceedings against the pledged assets. Any of these outcomes
would likely have an adverse effect on the Company’s operations and its ability to satisfy its obligations as they come due.


The lenders under the Term Credit Agreement may take the position that the going concern explanatory paragraph contained in the audit report on Kodak’s
financial statements as of and for the year ended December 31, 2018 does not satisfy the reporting covenant under the Term Credit Agreement.  Under the Term
Credit Agreement, if notice of a failure to comply with the reporting covenant is given to Kodak by the lenders, an event of default would occur thereunder if such
failure is not cured within thirty days after such notice is given, unless such event of default is waived by the requisite lenders. On March 31, 2019 Kodak obtained
a waiver from the agent and lenders under the ABL Credit Agreement with respect to any event of default under the reporting covenant in the ABL Credit
Agreement that may be deemed to occur in relation to the going concern explanatory paragraph in the audit report. Such waiver does not waive any cross-default
that may occur in the event of the occurrence of an event of default under the Term Credit Agreement, as described above.  For more information on the reporting
covenants under the Credit Agreements and the potential impact of the explanatory paragraph in the audit report refer to Item 7. “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources—Sources of Liquidity.”


The combination of covenant requirements in the Term Credit Agreement and Kodak’s on-going investment in growth businesses, a decline in Strategic Other
Business or an accelerated decline in its Planned Declining Business or continuing softness and volatility of global economic conditions and foreign currency
exchange rates, could make it difficult for the Company to satisfy the leverage covenants under the Term Credit Agreement on an on-going basis.


The Company is obligated to comply with a number of financial and other covenants contained in the Credit Agreements.  Kodak intends to conduct its operations
in a manner which will result in continued compliance with the secured leverage ratio covenants under the Term Credit Agreement; however, compliance for future
quarters may depend on Kodak undertaking one or more non-operational transactions, such as a monetization of assets, a debt refinancing, the raising of equity
capital, or a similar transaction. If the Company is unable to remain in compliance and does not make alternate arrangements with its term lenders, an event of
default would occur under the Credit Agreements which, among other remedies, would entitle the lenders or their agents to declare the outstanding obligations
under the Credit Agreements to be immediately due and payable.


We may require additional capital funding and such capital may not be available to us and/or may be limited.


Because of Kodak’s current non-investment grade credit rating and financial condition, and/or general conditions in the financial and credit markets, its access to
the capital markets is limited. Moreover, the urgency of a capital-raising transaction may require it to pursue additional capital at an inopportune time or
unattractive cost. The loans made under the Term Credit Agreement become due on the earlier to occur of (i) the maturity date of September 3, 2019 or (ii) the
acceleration of such loans following the occurrence of an event of default (as defined in the Term Credit Agreement).  The Company has issued approximately $85
million and $96 million of letters of credit under the ABL Credit Agreement as of December 31, 2018 and 2017, respectively.  
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Should the Company not repay, refinance or extend the maturity of the loans under the existing Term Credit Agreement prior to June 5, 2019, the termination date
will occur under the ABL Credit Agreement on such date unless the ABL Credit Agreement has been previously amended.  Upon the occurrence of the termination
date under the ABL Credit Agreement, the obligations thereunder will become due and the Company will need to provide alternate collateral in place of the letters
of credit issued under the ABL Credit Agreement.


Kodak’s ability to obtain capital and the costs of such capital are dependent on numerous factors, including:
 
 • covenants in the Credit Agreements;
 • obtaining a consent from the holders of Series A Preferred Stock for the issuance of additional preferred


shares which rank senior or pari passu to the Series A Preferred Stock;
 • investor confidence in Kodak and the markets in which it operates;
 • its financial performance and the financial performance of its subsidiaries;
 • its levels of debt and redemption obligations, including the mandatory redemption of the Series A Preferred


Stock on November 15, 2021;
 • its ability to complete the sale of its Flexographic Packaging Division;


 • its ability to consummate other asset sales or monetization transactions;
 • its ability to generate positive cash flow;
 • its requirements for posting collateral under various commercial agreements;
 • its credit ratings;
 • its cash flow;
 • its long-term business prospects; and
 • general economic and capital market conditions.


Kodak may not be successful in obtaining additional capital for these or other reasons. An inability to access capital is likely to limit its ability to meet its operating
needs and, as a result, may have a material adverse effect on its financial condition, results of operations and cash flows.  In particular, Kodak does not have
committed refinancing or the liquidity to meet the debt obligations under the Term Credit Agreement and ABL Credit Agreement if they were to become due in
accordance with their current terms, and there are no assurances Kodak will be able to amend, extend, refinance or repay the loans under the Term Credit
Agreement or, as necessary, its obligations under the ABL Credit Agreement before they become due.  If Kodak is unable to amend, extend or refinance the Term
Credit Agreement or ABL Credit Agreement before they become due, its ability to continue as a going concern would likely be impaired.


The current non-investment grade status and Kodak’s financial condition may adversely impact Kodak’s commercial operations, increase its liquidity
requirements and increase the cost of refinancing opportunities. It may not have adequate liquidity to post required amounts of additional collateral.


The Company’s corporate family credit rating is currently below investment grade and there are no assurances its credit ratings will improve, or they will not
decline, in the future. Its credit ratings and financial condition may affect the evaluation of its creditworthiness by trading counterparties and lenders, which could
put it at a disadvantage to competitors with higher or investment grade ratings.


In carrying out its commercial business strategy, the current non-investment grade credit ratings have resulted and will likely continue to result in requirements that
Kodak either prepay obligations or post significant amounts of collateral to support its business. Additionally, Kodak’s current non-investment grade credit rating
and financial condition may limit its ability to obtain additional sources of liquidity, refinance its debt obligations, including any mandatory redemption of its Series
A Preferred Stock, or access the capital markets at the lower borrowing costs which would presumably be available to competitors with a higher or investment
grade rating or stronger financial condition. Should its ratings continue at their current levels, or should its ratings be further downgraded, it would expect these
negative effects to continue and, in the case of a downgrade, become more pronounced.  In particular, given the Company’s current credit ratings it would be
required, if requested, to provide up to $13 million of additional letters of credit to the issuers of certain surety bonds to fully collateralize such bonds.


The availability of borrowings and letters of credit under the ABL Credit Agreement is limited by the amount of various types of assets and, under certain
circumstances, the administrative agent under the ABL Credit Agreement will have greater control over Kodak’s cash.


Availability under the Company’s ABL Credit Agreement is based on the amount of Eligible Receivables, Eligible Inventory, Eligible Machinery and Equipment
and Eligible Cash less specified reserves as described in Note 9, “Debt and Capital Leases” to the consolidated financial statements.  Kodak’s U.S. Accounts
Receivable and Inventory levels have declined over the past four years, and Machinery and Equipment for purposes of the ABL Credit Agreement amortizes down
by $1 million per quarter.  If Eligible Receivables, Eligible Inventory and Eligible Machinery and Equipment continue to decline and an asset base cannot be
maintained to support the $85 million of outstanding letters of credit and the $18.75 million of Excess Availability required under the ABL Credit Agreement, the
Company would be required to increase restricted cash deposited in the Eligible Cash account or remain in compliance with the ABL Credit Agreement’s Fixed
Charge Coverage Ratio and operate under cash dominion by the administrative agent under the ABL Credit Agreement.  Additional cash deposited in the Eligible
Cash account would be classified as restricted cash, would not be available to support ongoing working capital and investment needs and could not be used in
determining the Net Secured Leverage Ratio under the Term Credit Agreement.  
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If the administrative agent under the ABL Credit Agreement executed cash dominion, it would increase operational complexities for the Company.  An event of
default would occur under these circumstances if neither of these alternatives were achieved.


The Company’s substantial monetary obligations require a portion of its cash flow be used to pay interest, dividends and fund other obligations rather than be
invested in the business and could adversely affect its ability to fund its operations.


The Company’s indebtedness under the Credit Agreements and its other obligations including the potential mandatory redemption of the Series A Preferred Stock
could have important negative consequences to the Company and investors in its securities. These include the following:


 
 • it may not be able to satisfy all of its obligations, including, but not limited to, its obligations under the


Credit Agreements, which may cause a cross-default or cross-acceleration on other debt it may have
incurred;


 • it could have difficulties obtaining necessary financing in the future for working capital, capital
expenditures, debt service requirements, mandatory redemption of the Series A Preferred Stock,
refinancing or other purposes;


 • it will have to use a significant part of its cash flow or cash balances to make payments on its debt or
Series A Preferred Stock and to satisfy the other obligations set forth above, which may reduce the capital
available for operations and expansion; and


 • adverse economic or industry conditions may have more of a negative impact on it.


The Company cannot be sure cash generated from its business will be as high as it expects or its expenses will not be higher than it expects. Because a portion of its
expenses are fixed in any given year, its operating cash flow margins are highly dependent on revenues, which are largely driven by customer demand. A lower
amount of cash generated from its business or higher expenses than expected, when coupled with its debt obligations, could adversely affect its ability to fund its
operations.


Risks Related to the Company’s Common Stock


The conversion of the Company’s Series A Preferred Stock into shares of the Company’s common stock may dilute the value for the current holders of the
Company’s common stock.


The 2,000,000 outstanding shares of the Company’s Series A Preferred Stock are convertible into shares of the Company’s common stock at a conversion rate of
5.7471 shares of common stock per share of Series A Preferred Stock. As a result of the conversion of any issued and outstanding Series A Preferred Stock, the
Company’s existing shareholders will own a smaller percentage of its outstanding common stock. Based on the capitalization of the Company as of March 1, 2018,
the conversion of all shares of the Series A Preferred Stock would result in the issuance to holders thereof of approximately 21% of the outstanding common stock
after giving effect to such conversion. Further, additional shares of common stock may be issuable pursuant to certain other features of the Series A Preferred
Stock, with such issuances being further dilutive to existing holders of common stock.


If Series A Preferred Stock is converted into common stock, holders of such converted common stock will be entitled to the same dividend and distribution rights
as holders of the common stock currently authorized and outstanding. As such, another dilutive effect resulting from the conversion of any issued and outstanding
shares of Series A Preferred Stock will be a dilution to dividends and distributions.


Holders of the Company’s common stock will not realize any dilution in their ownership, dividend or distribution rights solely as a result of the reservation of any
shares of common stock for issuance upon conversion of the Series A Preferred Stock or for issuance of additional shares of common stock pursuant to certain
other features of the Series A Preferred Stock, but will experience such dilution to the extent additional shares of common stock are issued in the future as described
above.


The holders of the Company’s Series A Preferred Stock own a large portion of the voting power of the Company’s outstanding securities and have the right to
nominate two members to the Company’s Board. As a result, these holders may influence the composition of the Board and future actions taken by the Board.


The holders of the Company’s Series A Preferred Stock are entitled to vote upon all matters upon which holders of the Company’s common stock have the right to
vote and are entitled to the number of votes equal to the number of full shares of common stock into which such shares of Series A Preferred Stock could be
converted at the then applicable conversion rate. These holders currently hold approximately 30% of the voting power of the Company on an as-converted basis. As
a result, these holders may have the ability to influence future actions by the Company requiring shareholder approval.  The Company and these holders are parties
to a Shareholder Agreement that contains certain restrictions on disposition or acquisition of Company securities and other actions by these holders, some of which
restrictions will expire on April 17, 2020.


Further, for as long as they hold any shares of Series A Preferred Stock, the current holders of the Series A Preferred Stock are entitled to nominate for election
(collectively and not individually) at the Company’s annual meeting of shareholders a number of directors to the board of directors of the Company (the “Board”)
commensurate with their ownership percentage of common stock on an as-converted basis. Two of the Company’s current Board members were nominated by these
current holders, who also have the right to fill vacancies on the Board created by one of their nominees ceasing to serve on the Board. The nomination and other
rights regarding the Board granted to the current holders of Series A Preferred Stock are not transferrable to any other person.
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Also, whenever dividends on the Series A Preferred Stock are in arrears for six or more dividend periods, the holders of Series A Preferred Stock (voting with
holders of all other classes of preferred stock of the Company whose voting rights are then exercisable) are entitled to vote for the election of two additional
directors at the Company’s next annual meeting and all subsequent meetings until all accumulated dividends on such Series A Preferred Stock and other voting
preferred stock have been paid or set aside (during which time the number of directors the current holders of Series A Preferred Stock are entitled to nominate
under the Purchase Agreement will be reduced by two). As a result, the presence of directors on the Board nominated by the current holders of Series A Preferred
Stock or elected by the holders of Series A Preferred Stock would enable such current holders or the holders of Series A Preferred Stock to influence the
composition of the Board and, in turn, potentially influence and impact future actions taken by the Board. As of April 1, 2019, the Company is in arrears for two
dividend payments.


The Company has registered the resale of a large portion of its outstanding securities.  The resale of the Company’s common stock, or the perception that such
resale may occur, may adversely affect the price of its common stock.


In compliance with two Registration Rights Agreements to which the Company is a party, it has registered the resale of an aggregate of 20,723,050 shares of
outstanding common stock, 2,000,000 shares of outstanding Series A Preferred Stock, 11,494,200 shares of common stock, subject to anti-dilution adjustments,
issuable upon the conversion of outstanding Series A Preferred Stock, and 863,804 shares of common stock issuable upon the exercise of outstanding
warrants.  The resale of a substantial number of shares of common stock in the public market, or the perception that such resale might occur, could cause the market
price of the Company’s common stock to decline. Under the terms of the Registration Rights Agreements to which the Company is subject, the counterparties to
such Registration Rights Agreements can, in certain circumstances, require the Company to participate in an underwritten public offering of the registered
securities. Any shares sold in a registered resale will be freely tradable without restriction under the Securities Act. While the Company cannot predict the size of
future resales or distributions of its common stock, if there is a perception that such resales or distributions could occur, or if the holders of the Company’s
securities registered for resale sell a large number of the registered securities, the market price for the Company’s common stock could be adversely affected.


The resale of a significant portion of the Company’s securities registered for resale could result in a change of control of the Company and the loss of
favorable tax attributes.


The Company has registered the resale of securities representing approximately 60% of its outstanding shares of common stock assuming the issuance of all
common stock issuable upon the conversion of the Series A Preferred Stock or the exercise of the warrants corresponding to shares of common stock registered for
resale.  Although the holders of the subject securities consist of several unaffiliated groups, these holders collectively have a controlling influence over all matters
presented to the Company’s shareholders for approval, including election of members to the Board and change of control transactions. In addition, the holders of
subject securities collectively would be able to cause a change of control of the Company by selling a sufficient portion of the Company’s securities held by them.
If such a transaction, in combination with other transactions including the issuance of the Series A Preferred Stock or future issuances of securities by the Company,
were to result in an “ownership change” as determined under Section 382 of the Internal Revenue Code of 1986, as amended, then the Company’s ability to offset
taxable income with tax attributes generated prior to the ownership change date could be limited, possibly substantially.  For more information on the Company’s
tax attributes refer to Note 17, “Income Taxes”.  The interests of the holders of the securities registered for resale may not always coincide with the interests of the
other holders of our common stock.


The Company’s stock price has been and may continue to be volatile.


The market price of the Company’s common stock has fluctuated substantially and may continue to fluctuate significantly. Future announcements or disclosures
concerning the Company, its strategic initiatives, its sales and profitability, and quarterly variations in actual or anticipated operating results or comparable sales,
any failure to meet analysts’ expectations and sales of large blocks of its common stock, among other factors, could cause the market price of its common stock to
fluctuate substantially.


The market price of the Company’s common stock may be affected by the volatility of blockchain and cryptocurrency markets.


The trading price of the Company’s common stock has been dramatically affected by the announcement of the license granted by Kodak to WENN Digital, Inc.
(“WENN”) to use Kodak’s brand in connection with WENN’s KODAKOne blockchain-based image rights management platform and Kodak-branded
cryptocurrency.  Kodak may, in the future, have other involvement relating to blockchain technology or cryptocurrency, either directly or as a licensor.  Kodak
cannot predict whether, or the extent to which, the trading price of the Company’s common stock will continue to be affected by blockchain or cryptocurrency
markets and any volatility in such markets.


ITEM 1B. UNRESOLVED STAFF COMMENTS


None.


ITEM 2. PROPERTIES
 
Kodak's worldwide headquarters is located in Rochester, New York.
 
Kodak owns 12 million square feet and leased, as lessee, approximately 1 million square feet of space that includes administrative, research and development,
manufacturing and marketing facilities in several worldwide locations.  Out of the owned space, Kodak leases out approximately 1 million square feet to third party
tenants.  The leases are for various periods and are generally renewable.
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The location of Kodak’s manufacturing facilities, by segment, are listed below.  Properties in a location may be shared by all segments operating in that location.
 


Enterprise Inkjet Systems  Print Systems  Software and Solutions
Rochester, New York, USA  Rochester, New York, USA  Vancouver, Canada


Dayton, Ohio, USA  Columbus, Georgia, USA  (software development)
Shanghai, China  Osterode, Germany  Shanghai, China


  Gunma, Japan   
Consumer and Film  Shanghai, China  Advanced Materials and


Rochester, New York, USA  Xiamen, China  3D Printing Technology
Xiamen, China  Vancouver, Canada  Rochester, New York, USA


     
     
    


 


Regional distribution centers are located in various places within and outside of the United States.  


Research and development is headquartered at the Kodak Research Laboratories which is part of the Eastman Business Park in Rochester, New York, where Kodak
conducts research and files patent applications with fundamental inventions.  Other U.S. research and development groups are located in Dayton, Ohio and
Columbus, Georgia.  Outside the U.S., research and development groups are located in Canada, Israel, Germany, Japan and China.  The research and development
groups work in close cooperation with manufacturing units and marketing organizations to develop new products and applications to serve both existing and new
markets.
 
Kodak has excess capacity in some locations.  Kodak is pursuing monetizing its excess capacity by selling or leasing the associated properties.


ITEM 3. LEGAL PROCEEDINGS


Kodak’s Brazilian operations are involved in various litigation matters and have received or been the subject of numerous governmental assessments related to
indirect and other taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and contract labor.  The tax matters,
which comprise the majority of the litigation matters, are primarily related to federal and state value-added taxes and income taxes.  Kodak’s Brazilian operations
are disputing these matters and intend to vigorously defend their position.  Kodak routinely assesses these matters as to the probability of ultimately incurring a
liability in its Brazilian operations and records its best estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.  As of
December 31, 2018, Kodak maintained accruals of approximately $4 million for claims aggregating approximately $158 million inclusive of interest and penalties
where appropriate.  In connection with assessments and litigation in Brazil, local regulations may require Kodak to post security for a portion of the amounts in
dispute.  Generally, any encumbrances of the Brazilian assets would be removed to the extent the matter is resolved in Kodak’s favor.


Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs, employment,
environmental, tort and health and safety matters, which are being handled and defended in the ordinary course of business. Kodak is also subject, from time to
time, to various assertions, claims, proceedings and requests for indemnification concerning intellectual property, including patent infringement suits involving
technologies that are incorporated in a broad spectrum of Kodak’s products and claims arising out of Kodak’s licensing its brand. These matters are in various
stages of investigation and litigation, and are being vigorously defended. Based on information currently available, Kodak does not believe that it is probable that
the outcomes in any of these matters, individually or collectively, will have a material adverse effect on its financial condition or results of operations. Litigation is
inherently unpredictable, and judgments could be rendered or settlements entered that could adversely affect Kodak’s operating results or cash flows in a particular
period. Kodak routinely assesses all of its litigation and threatened litigation as to the probability of ultimately incurring a liability, and records its best estimate of
the ultimate loss in situations where it assesses the likelihood of loss as probable.


ITEM 4. MINE SAFETY DISCLOSURES


None.
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EXECUTIVE OFFICERS OF THE REGISTRANT


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


     Year First Elected
     an  to
     Executive  Present


Name Age  Positions Held  Officer  Office
James V. Continenza 56  Executive Chairman  2019  2019
Todd R. Bigger 46  Vice President  2019  2019
David E. Bullwinkle 44  Chief Financial Officer and Senior Vice President  2016  2016
Roger W. Byrd 53  General Counsel, Secretary, and Senior Vice President  2019  2019
Eric-Yves Mahe 56  Senior Vice President  2015  2015
John O'Grady 55  Senior Vice President  2016  2016
Christopher J. Payne 54  Vice President  2017  2017
Eric H. Samuels 51  Chief Accounting Officer and Corporate Controller  2009  2009
Terry R. Taber 64  Senior Vice President  2009  2010
Randy D. Vandagriff 56  Vice President  2017  2017
 
The executive officers' biographies follow:


James V. Continenza


Jim Continenza is the Executive Chairman of Kodak, appointed to that position by the Board of Directors on February 20, 2019.  Continenza joined the Board of
Directors of Kodak in April 2013 and became Chairman of the Board in September 2013.


Continenza brings robust experience and a track record guiding several leading, innovative technology companies through transformations. Since September 2012,
Continenza has served as the Chairman and Chief Executive Officer of Vivial, Inc., a privately held marketing technology and communications company. He served
as the President of STi Prepaid, LLC, a telecommunications company, from June 2010 to February 2011. Continenza served as Interim Chief Executive Officer of
Anchor Glass Container Corp., a leading manufacturer of glass containers, from September 2006 to December 2006. He served as President and Chief Executive
Officer of Teligent, Inc., which provides communications services including voice, data, and internet access, from September 2002 to June 2004, served as its Chief
Operating Officer from May 2001 to September 2002, and served as its Senior Vice President of Strategic Operations from September 2000 to May 2001. From
April 1999 to September 2000, he was the President and Chief Executive Officer of Lucent Technologies Product Finance, a global leader in telecom equipment,
and served as its Senior Vice President of Worldwide Sales and Marketing from September 1997 to April 1999. Continenza served at AT&T from 1991 until
September 1997.


In addition to his management experience, Continenza currently serves on the board of NII Holdings, Inc. (since August 2015), a provider of wireless
communication services under the Nextel brandTM in Brazil.  Continenza served on the board of Tembec, Inc., a manufacturer of specialty products, acetates and
ethers, from February 2008 to November 2017 and on the board of Neff Corporation, a regional equipment rental company in the United States, or its predecessor
from October 2010 to October 2017. He also serves or has served on the boards of a number of private companies.


Continenza received a B.S. degree in Liberal Arts from the University of Wisconsin.


Todd R. Bigger


Effective January 8, 2019, Todd Bigger is President of Kodak Software Division (formerly Unified Workflow Solutions Division), which provides print production
software, automation tools and professional services that enhance workflow efficiencies for graphic arts, packaging and commercial print customers. He reports to
Executive Chairman Jim Continenza.


Bigger joined Kodak in 1996 and has held various roles in the company.  Most recently, from December 2015 to January 2019, Bigger was the United States and
Canada Regional Business Director & Vice President Print Systems Division. From April 2011 to December 2015, he was Worldwide Director of Product
Management, Print Systems Division, and from December 2009 to April 2011 he was Worldwide Plate Operations Director, Print Systems Division. The Board of
Directors elected Bigger a corporate vice president in January 2019.


Bigger received a B.S. degree in Printing Management from Rochester Institute of Technology.


David E. Bullwinkle


Dave Bullwinkle is the Chief Financial Officer and Senior Vice President of Kodak.  The Board of Directors elected Bullwinkle to this position effective July
2016.  Effective November 6, 2018, Bullwinkle is President of the Eastman Business Park Division.  Bullwinkle is responsible for advancing the growth strategy
for Eastman Business Park and leading Kodak’s worldwide finance, corporate development, internal audit and purchasing teams.  Bullwinkle reports to Executive
Chairman Jim Continenza.
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Bullwinkle joined Kodak in 2004 and has worked in several financial management roles at the company including Worldwide BU Controller, Assistant Corporate
Controller and External Reporting Manager. He served as the Director of Corporate Financial Planning and Analysis and Vice President, Finance at Kodak from
November 2010 to June 2016, and Director of Investor Relations from August 2013 to June 2016.  


Prior to joining Kodak, Bullwinkle worked as the Manager of Financial Reporting at Birds Eye Foods, Inc. and previously at PricewaterhouseCoopers from 1996 to
2002 in various roles including serving as an Assurance Manager.


Bullwinkle has an MBA from St. John Fisher College and Bachelor of Science in Accounting degree from SUNY Geneseo. Bullwinkle is also a Certified Public
Accountant in the State of New York.


Roger W. Byrd


Roger Byrd was appointed General Counsel, Secretary and Senior Vice President of Kodak in January 2019. He is responsible for leading the company's global
legal function and for providing legal guidance to senior leadership and the Board of Directors. Byrd reports to Executive Chairman Jim Continenza.


Byrd joined Kodak in 2014 as Assistant General Counsel and Vice President, Legal Department and while at Kodak has focused on M&A and financing
transactions, joint ventures, and other strategic initiatives.  Byrd has also been active in providing credit agreement compliance, securities reporting and corporate
governance support to the Company. The Board of Directors elected him to Senior Vice President and Secretary in January 2019.


Prior to joining Kodak, Byrd was a Partner at Nixon Peabody LLP.  During his 23-year career at Nixon Peabody, he represented a broad range of clients in
connection a variety of M&A, financing and other corporate transactions. Byrd also served as General Counsel at Choice One Communications, Inc. from 2005 –
2006, a competitive local exchange carrier.
 
Byrd received a B.S. degree in accounting from Bob Jones University and a J.D. from Duke University School of Law.


Eric-Yves Mahe


Effective January 8, 2019, Mahe is President of Brand, Film & Imaging Division, a newly formed division combining the former Software and Solutions Division’s
Kodak Technology Solutions, Kodak Services for Business and KODAKIT with the Consumer Products, Brand Licensing, and Motion Picture and Industry Film
and Chemicals businesses.  He reports to Executive Chairman Jim Continenza.


From June 11, 2018 to January 8, 2019 Mahe was President of the Consumer and Film Division, leading Kodak’s most consumer-facing division, with
responsibility for motion picture and commercial films, synthetic chemicals, and consumer products, including products from Kodak brand licensees.  This division
was responsible for the exploration of other potential initiatives in the consumer space.


From January 1, 2015 to January 8, 2019, Mahe was President of Software and Solutions, which served existing and future workflow software customers with
software to manage digital and conventional print content from creation to output, as well as serving enterprise customers primarily in the government and financial
services sectors with managed media services to assist with printing requirements and document management services, including the capture, archiving, retrieval
and delivery of documents.  The division also contained Kodakit, which is a platform that connects businesses with professional photographers to cater to their
photography needs.  


Beginning April 2014, Mahe was Senior Vice President Kodak Technology Solutions, Sales Strategy and Sales Operations.  In that capacity, Mahe was responsible
for formulating a strategy to drive and measure sales of Kodak’s unique and innovative portfolio of hardware, consumables, software and services.  Mahe also
advised Kodak’s senior management team on software, OEM partnerships and the sale of complex solutions.  In April 2014, the Board of Directors elected Mahe a
senior vice president.


Mahe has more than 25 years of experience in the IT industry with several multinational companies.  Prior to joining Kodak, he was based in Singapore with Pitney
Bowes Inc., most recently as President, Global Growth Markets, with responsibility for the company’s operations in Latin America, Asia Pacific, Middle East,
Africa and emerging markets, from July 2010 until March 2014.  Mahe managed this innovation-centered business from inception, and in two years, it became
Pitney Bowes’s best performing operation worldwide.  Mahe joined Pitney Bowes in 2007 as President, Asia Pacific, Middle East and Africa.


Previously, Mahe was Vice President and General Manager of Asia North for CA, Inc. (now called CA Technologies), with responsibility for business operations
and enterprise sales in China, Hong Kong and Taiwan.  He also has held sales management positions with Sun Microsystems, where he focused on OEM
partnerships, Siemens Nixdorf and Xerox.


Mahe earned his MBA in Marketing and International Trade from Ecole Superieure de Commerce et d’Administration des Enterprises in Bretagne, France.


John O’Grady


Effective April 24, 2018, John O’Grady is President, Print Systems Division, which serves graphic arts and commercial print customers with printing plates,
computer to plate imaging solutions, electrophotographic printing solutions, OEM toner, and equipment services.  He reports to Executive Chairman Jim
Continenza.
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From December 1, 2017 to April 24, 2018, O’Grady was President of Consumer Imaging Division.  In this role, he was responsible for motion picture and
commercial films, synthetic chemicals, and consumer products, including products from Kodak brand licensees. From January 2016 to December 2017, O’Grady
was General Manager, Worldwide Sales, Print Systems Division, responsible for managing the sales, service and regional marketing for the Print Systems Division
on a worldwide basis in addition to the go-to-market back office operations for Kodak.  From January 2015 to December 2015, O’Grady was Managing Director of
the Europe, United States and Canada, Australia and New Zealand (EUCAN) Region.  From December 2010 to December 2014, he was Managing Director, U.S. &
Canada Region.  From December 2008 to December 2010, O’Grady was Regional Managing Director, Europe, Africa and Middle East Region (EAMER) and
Chairman Eastman Kodak Sàrl, and from May 2007 to December 2008, he was Managing Director, EAMER, Consumer Businesses.  The Board of Directors
elected him a corporate vice president in March 2007, and a senior vice president in August 2016.


O’Grady joined Kodak in 1997 and has held key business development and regional management positions in Kodak’s digital imaging businesses.


Prior to joining Kodak, O’Grady had a 12-year career at Verbatim.


O’Grady graduated from the University of Limerick in Ireland with a B.S. degree in Electronics.


Christopher J. Payne


Effective May 1, 2017, Christopher Payne is President of the Flexographic Packaging Division, which provides solutions and services for the Flexo Packaging
industry that drive differentiation across the value chain from brand owners to printers.  He reports to Executive Chairman Jim Continenza.


From January 2015 to May 2017, Payne was General Manager of the Flexographic Packaging Solutions business.  From May 2009 through December 2014, he
was the Director and Vice President, Marketing, Commercial Imaging Business, responsible for marketing and strategic planning for Kodak’s print businesses, and
from April 1999 to April 2009, he held senior marketing roles in Kodak’s Graphic Communication Group and at NexPress Solutions LLC, which at the time was a
joint venture between Kodak and Heidelberg.  The Board of Directors elected Payne a vice president effective May 1, 2017.


Prior to joining Kodak, Payne served as Director of Marketing at Xeikon N.V. and Vice President of Marketing for Xeikon North America Inc.  Earlier in his career,
he was employed by prepress equipment manufacturer Crosfield Electronics Ltd.


Payne has been a full member of the Chartered Institute of Marketing (UK) since 1995 and is a past chair of The Association for Print Technologies (formerly
known as NPES), a trade association supporting the commercial printing value chain.


Payne graduated from Napier College, Edinburgh, where he studied printing, administration and production.


Eric H. Samuels


Eric Samuels was appointed Corporate Controller and Chief Accounting Officer in July 2009.  Samuels previously served as the Company’s Assistant Corporate
Controller and brings to his position more than 20 years of leadership experience in corporate finance and public accounting. He joined Kodak in 2004 as Director,
Accounting Research and Policy. Samuels reports to Chief Financial Officer David Bullwinkle.


Prior to joining Kodak, Samuels had a 14-year career in public accounting during which he served as a senior manager at KPMG LLP's Department of Professional
Practice (National Office) in New York City. Prior to joining KPMG in 1996, he worked in Ernst & Young's New York City office.


Samuels has a B.S. degree in business economics from the State University of New York College at Oneonta.  He is a Certified Public Accountant in New York and
a member of the American Institute of Certified Public Accountants.


Terry R. Taber, PhD


Terry Taber has served as Kodak’s Chief Technical Officer since January 2009.  Effective May 1, 2017, he was named President of the Advanced Materials and 3D
Printing Technology Division which contains the research laboratories and includes licensing as well as new business development activities related to Kodak’s
patents and proprietary technology, and focuses on opportunities in smart material applications, printed electronics markets and 3D printing materials.  Taber
reports to Executive Chairman Jim Continenza.


From January 1, 2015 to May 1, 2017, Taber was President of the Intellectual Property Solutions Division.  From January 2007 to December 2008 he was the Chief
Operating Officer of Kodak’s Image Sensor Solutions (“ISS”) business, a leading developer of advanced CCD and CMOS sensors serving imaging and industrial
markets, and prior to Terry’s role with ISS, he held a series of senior positions in Kodak’s research and development and product organizations.  The Board of
Directors elected Taber a vice president in December 2008 and a senior vice president in December 2010.  


During his more than 35 years at Kodak, Taber has been involved in new materials research, product development and commercialization, manufacturing, and
executive positions in R&D and business management.  Taber’s early responsibilities included research on new synthetic materials, an area in which he holds
several patents, program manager for several film products, worldwide consumer film business product manager, Associate Director of R&D and director of
Materials & Media R&D.
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Taber received a B.S. degree in Chemistry from Purdue University and a Ph.D. in Organic Chemistry from the California Institute of Technology.  He also received
an M.S. in General Management from MIT as a Kodak Sloan Fellow.  In past board service, he was a founding Board Member of the Innovation & Material
Sciences Institute and served on the Executive Advisory Board of FIRST Rochester (For Inspiration and Recognition of Science and Technology).  Taber currently
serves on the George Eastman Museum Board, effective June 2018.  He also serves on the Executive Committee of the Greater Rochester Chamber of Commerce
and on the Board of Trustees for Roberts Wesleyan College and Northeastern Seminary.


Randy D. Vandagriff


Effective May 1, 2017, Randy D. Vandagriff is President, Enterprise Inkjet Systems Division, responsible for delivering commercial inkjet technology, printers and
solutions to the market. He reports to Executive Chairman Jim Continenza.


Vandagriff has spent his 37-year career innovating inkjet technology for the printing market. From January 2004 to August 2012, Vandagriff was Vice President,
Research and Development for Kodak Versamark, responsible for leading a worldwide R&D organization responsible for developing four generations of inkjet
technologies and delivering industry-leading performance, including Kodak Stream and ULTRASTREAM inkjet technologies. From January 2015 to May 2017,
Vandagriff led the Kodak Creo Server business located in Tel Aviv, Israel.  The Board of Directors elected him a vice president effective May 1, 2017.


In addition to his strong product development capabilities, Vandagriff has traveled internationally, working with key Kodak customers to successfully implement
commercial inkjet into their production processes. His respected knowledge, broad background, and deep industry network has contributed to making Kodak the
world’s leader in high volume variable printing solutions.


Vandagriff holds an MBA degree from the University of Phoenix and a Bachelor of Science in Mechanical Engineering from Wright State University.
 


PART II


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES


The Company’s common stock is listed on the New York Stock Exchange (NYSE) under the symbol “KODK” and has been trading since September 23, 2013,
following emergence from bankruptcy on September 3, 2013 after confirmation of the revised First Amended Joint Chapter 11 Plan of Reorganization.


There were 2,630 shareholders of record of common stock on December 31, 2018.
 
Information regarding securities authorized for issuance under equity compensation plans is included in Item 12. “Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Matters” under the caption “Equity Compensation Plan Information.”
 
DIVIDEND INFORMATION


No dividends on common stock were declared or paid during 2018 or 2017.


Dividends for common shareholders may be restricted under Kodak’s Credit Agreements and the Series A Preferred Stock Agreement.  Refer to Note 9, “Debt and
Capital Leases,” and Note 10, “Redeemable, Convertible Series A Preferred Stock” in the Notes to Financial Statements.
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ISSUER PURCHASES OF EQUITY SECURITIES DURING THE QUARTER ENDED DECEMBER 31, 2018 (1)
 


  


Total Number
of Shares


Purchased   


Average
Price Paid
per Share   


Total Number of Shares
Purchased as Part of


Publicly Announced Plans
or Programs (2)  


Maximum That May
Be Purchased


under the Plans or
Programs


October 1 through 31, 2018   7,332   2.85  n/a  n/a
November 1 through 30, 2018   1,031   3.95  n/a  n/a
December 1 through 31, 2018   15,629   2.86  n/a  n/a
Total   23,992   2.90    


 


 
 (1) These purchases were made to satisfy tax withholding obligations in connection with the vesting of restricted stock units issued to employees.


 (2) Kodak does not currently have a publicly announced repurchase plan or program.
 
ITEM 6. SELECTED FINANCIAL DATA
 
Kodak is a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and is not required to provide the information under this item.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS


The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is intended to help the reader understand the
results of operations and financial condition of Kodak for the years ended December 31, 2018 and 2017.  All references to Notes relate to Notes to the Financial
Statements in Item 8. “Financial Statements and Supplementary Data.”


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


This report on Form 10-K includes "forward–looking statements" as that term is defined under the Private Securities Litigation Reform Act of 1995.
 
Forward–looking statements include statements concerning Kodak’s plans, objectives, goals, strategies, future events, future revenue or performance, capital
expenditures, liquidity, investments, financing needs and business trends and other information that is not historical information. When used in this document, the
words “estimates,” “expects,” “anticipates,” “projects,” “plans,” “intends,” “believes,” “predicts,” “forecasts,” “strategy,” “continues,” “goals,” “targets” or future
or conditional verbs, such as “will,” “should,” “could,” or “may,” and similar expressions, as well as statements that do not relate strictly to historical or current
facts, are intended to identify forward–looking statements. All forward–looking statements, including management’s examination of historical operating trends and
data, are based upon Kodak’s expectations and various assumptions. Future events or results may differ from those anticipated or expressed in the forward-looking
statements. Important factors that could cause actual events or results to differ materially from the forward-looking statements include, among others, the risks and
uncertainties described in more detail in this report on Form 10–K under the headings “Business,” “Risk Factors,” “Legal Proceedings” and/or “Management’s
Discussion and Analysis of Financial Condition and Results of Operations–Liquidity and Capital Resources,” and in other filings the Company makes with the SEC
from time to time, as well as the following:


 • Kodak’s ability to improve and sustain its operating structure, cash flow, profitability and other financial results;


 • Kodak’s ability to achieve cash forecasts, financial projections, and projected growth;


 • Kodak’s ability to achieve the financial and operational results contained in its business plans;


 • Kodak’s ability to comply with the covenants in its various credit facilities;


 • Kodak’s ability to repay, refinance or extend the maturity of the loans under the existing Term Credit Agreement prior to their maturity date of
September 3, 2019 or prior to June 5, 2019, the date on which the ABL Credit Agreement will terminate unless such repayment, refinancing or
extension has occurred, or the ABL Credit Agreement has been amended;


 • Kodak’s ability to consummate the sale of its Flexographic Packaging segment when expected and to discontinue, sell or spin-off certain other
businesses or operations or otherwise monetize other assets;


 • Kodak’s ability to fund continued investments, capital needs and restructuring payments and service its debt and Series A Preferred Stock;


 • Changes in foreign currency exchange rates, commodity prices and interest rates;


 • Kodak’s ability to effectively anticipate technology trends and develop and market new products, solutions and technologies;


 • Kodak’s ability to effectively compete with large, well-financed industry participants;


 • Continued sufficient availability of borrowings and letters of credit under the ABL Credit Agreement, Kodak’s ability to obtain additional financing
if and as needed and Kodak’s ability to provide or facilitate financing for its customers;


 • The performance by third parties of their obligations to supply products, components or services to Kodak; and


 • The impact of the global economic environment on Kodak.


There may be other factors that may cause Kodak’s actual results to differ materially from the forward–looking statements. All forward–looking statements
attributable to Kodak or persons acting on its behalf apply only as of the date of this report on Form 10-K and are expressly qualified in their entirety by the
cautionary statements included in this document. Kodak undertakes no obligation to update or revise forward–looking statements to reflect events or circumstances
that arise after the date made or to reflect the occurrence of unanticipated events, except as required by law.


28







 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES


Revenue Recognition


Kodak's revenue transactions include sales of products (such as components and consumables for use in Kodak, and other manufacturers’ equipment, and film-
based products), equipment, software, services, integrated solutions, and intellectual property and brand licensing.   Complex arrangements with nonstandard terms
and conditions may require significant contract interpretation to determine the appropriate accounting, including the allocation of transaction price to the various
performance obligations and determination of the stand-alone selling price of each performance obligation.  For equipment sales, revenue recognition may depend
on completion of installation based on the type of equipment, level of customer specific customization and other contractual terms.  In instances in which the
agreement with the customer contains a customer acceptance clause, revenue is deferred until customer acceptance is obtained, provided the customer acceptance
clause is considered to be substantive.


At the time revenue is recognized, Kodak also records reductions to revenue for customer incentive programs.  Such incentive programs include cash and volume
discounts and promotional allowances.  For those incentives that require the estimation of sales volumes or redemption rates, such as for volume rebates, Kodak
uses historical experience and both internal and customer data to estimate the sales incentive at the time revenue is recognized.  In the event that the actual results of
these items differ from the estimates, adjustments to the sales incentive accruals are recorded.  Future market conditions and product transitions may require Kodak
to take actions to increase customer incentive offers, possibly resulting in an incremental reduction of revenue at the time the incentive is offered.


Valuation and Useful Lives of Long-Lived Assets, Including Goodwill and Intangible Assets


Kodak performs a test for goodwill impairment annually and whenever events or changes in circumstances occur that would more likely than not reduce the fair
value of the reporting unit below its carrying amount.


Goodwill is tested for impairment at a level of reporting referred to as a reporting unit, which is an operating segment or one level below an operating segment (a
component) if the component constitutes a business for which discrete financial information is available and regularly reviewed by segment management.


The Print Systems segment has two goodwill reporting units: Prepress Solutions and Electrophotographic Printing Solutions.  The Software and Solutions segment
has two goodwill reporting units: Kodak Technology Solutions and Unified Workflow Solutions.  The Consumer and Film segment has two goodwill reporting
units, Motion Picture, Industrial Chemicals and Films and Consumer Products.  The Enterprise Inkjet Systems segment, Advanced Materials and 3D Printing
segment and Eastman Business Park segment all have one goodwill reporting unit.  As of December 31, 2018, goodwill is recorded in the Unified Workflow
Solutions and Consumer Products reporting units.  Goodwill is also recorded in the Flexographic Packaging business and is reported in Current assets held for sale
in the Consolidated Statement of Financial Position.
 
Kodak early adopted Accounting Standards Update (“ASU”) 2017-04, Intangibles – Goodwill and Other (Topic 350):  Simplifying the Accounting for Goodwill
Impairment effective January 1, 2017 which requires entities to calculate a goodwill impairment as the amount by which a reporting unit’s carrying value exceeds
its fair value, not to exceed the carrying amount of goodwill.


Determining the fair value of a reporting unit involves the use of significant estimates and assumptions.  Kodak estimates the fair value of its reporting units using
the guideline public company method and discounted cash flow method.  To estimate fair value utilizing the guideline public company method, Kodak applies
valuation multiples, derived from the operating data of publicly-traded benchmark companies, to the same operating data of the reporting units.   The valuation
multiples are based on earnings before interest, taxes, depreciation and amortization (“EBITDA”).  To estimate fair value utilizing the discounted cash flow method,
Kodak establishes an estimate of future cash flows for each reporting unit and discounts those estimated future cash flows to present value. 
 
Kodak performed a quantitative test of impairment for all reporting units for its annual goodwill impairment test as of December 31, 2018.  Kodak utilized the
discounted cash flow method and guideline public company method to estimate the fair value of reporting units with goodwill.  For these reporting units, Kodak
selected equal weighting of the guideline public company method and the discounted cash flow method as the valuation approaches produced comparable ranges of
fair value.  Fair values for the other reporting units were estimated using the discounted cash flow method only.
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To estimate fair value utilizing the discounted cash flow method, Kodak established an estimate of future cash flows for the period ranging from January 1, 2019 to
December 31, 2023 and discounted the estimated future cash flows to present value. The expected cash flows were derived from earnings forecasts and
assumptions regarding growth and margin projections, as applicable. The discount rates are estimated based on an after-tax weighted average cost of capital
(“WACC”) for each reporting unit reflecting the rate of return that would be expected by a market participant.  The WACC also takes into consideration a company
specific risk premium for each reporting unit reflecting the risk associated with the overall uncertainty of the financial projections.  Discount rates of 13% to 55%
were utilized in the valuation based on Kodak’s best estimates of the after-tax weighted-average cost of capital of each reporting unit.


A terminal value was included for all reporting units at the end of the cash flow projection period to reflect the remaining value that the reporting unit is expected to
generate.  The terminal value was calculated using either the constant growth method (“CGM”) based on the cash flows of the final year of the discrete period or
the H-model, which assumes the growth during the terminal period starts at a higher rate and declines in a linear manner over a specified transition period toward a
stable growth rate.


Based upon the results of Kodak’s December 31, 2018 analysis, Kodak concluded that the fair value of the reporting units substantially exceeded their carrying
values, therefore no impairment of goodwill was indicated.  Impairment of goodwill could occur in the future if a reporting unit’s fair value changes significantly, if
Kodak’s market capitalization significantly declines, if a reporting unit’s carrying value changes materially compared with changes in its fair values, or as a result
of changes in operating segments or reporting units.
 
The carrying value of the indefinite-lived intangible asset related to the Kodak trade name is evaluated for potential impairment annually or whenever events or
changes in circumstances indicate that it is more likely than not that the asset is impaired.  


Kodak performed its annual test of impairment for the Kodak trade name as of December 31, 2018.  The fair value of the Kodak trade name was valued using the
income approach, specifically the relief from royalty method based on the following significant assumptions: (a) forecasted revenues ranging from January 1, 2019
to December 31, 2023, including a terminal year with growth rates ranging from -2% to 2.5%; (b) after-tax royalty rates ranging from .4% to .8% of expected net
sales determined with regard to comparable market transactions and profitability analysis; and (c) discount rates ranging from 17% to 32%, which were based on
the after-tax weighted-average cost of capital


Based on the results of Kodak’s December 31, 2018 assessment, the carrying value of the Kodak trade name exceeded its fair value and Kodak recorded a pre-tax
impairment charge of $13 million.  Impairment of the Kodak trade name could occur in the future if expected revenues decline or if there are significant changes in
the discount rates or royalty rates.


Long-lived assets other than goodwill and indefinite-lived intangible assets are evaluated for impairment whenever events or changes in circumstances indicate the
carrying value may not be recoverable.  When evaluating long-lived assets for impairment, the carrying value of an asset group is compared to its estimated
undiscounted future cash flows.  An impairment is indicated if the estimated future cash flows are less than the carrying value of the asset group.  The impairment is
the excess of the carrying value over the fair value of the long-lived asset group.


The value of property, plant, and equipment is depreciated over its expected useful life in such a way as to allocate it as equitably as possible to the periods during
which services are obtained from their use, which aims to distribute the value over the remaining estimated useful life of the unit in a systematic and rational
manner.  An estimate of useful life not only considers the economic life of the asset, but also the remaining life of the asset to the entity.  Impairment of long-lived
assets other than goodwill and indefinite lived intangible assets could occur in the future if expected future cash flows decline or if there are significant changes in
the estimated useful life of the assets.
 
Series A Preferred Stock Embedded Conversion Features Derivative


On November 15, 2016, the Company issued 2,000,000 shares of 5.50% Series A Convertible Preferred Stock, no par value per share (the “Series A Preferred
Stock”).  The Company concluded that the Series A Preferred Stock is considered more akin to a debt-type instrument and that the economic characteristics and
risks of the embedded conversion features, except where the conversion price is increased to the liquidation preference, were not considered clearly and closely
related to the Series A Preferred Stock.  Accordingly, these embedded conversion features were bifurcated from the Series A Preferred Stock and separately
accounted for on a combined basis at fair value as a single derivative.  The Company allocated $43 million of the net proceeds received to the derivative liability
based on the aggregate fair value of the embedded conversion features on the date of issuance which reduced the original carrying value of the Series A Preferred
Stock.  The derivative is being accounted for at fair value with subsequent changes in the fair value being reported as part of Other (income) charges, net in the
Consolidated Statement of Operations. The fair value of the derivative as of both December 31, 2018 and 2017 was an asset of $4 million and is included within
Other long-term assets in the accompanying Consolidated Statement of Financial Position.
 
The fair value of the Series A Preferred Stock embedded conversion features derivative is calculated using a binomial lattice model.  The following table presents
the key inputs in the determination of fair value at December 31, 2018 and 2017:
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  Valuation Date  
(in millions)  For the Year Ended December 31,  
  2018   2017  


Total value of embedded derivative asset  $ 4  $ 4 
Kodak's closing stock price   2.55   3.10 
Expected stock price volatility   95.55%   58.22%
Risk free rate   2.46%   2.08%
Yield on the preferred stock   23.77%   22.31%


The Fundamental Change and Reorganization Conversion value at issuance was calculated as the difference between the total value of the Series A Preferred Stock
and the sum of the net present value of the cash flows if the Series A Preferred Stock is redeemed on its fifth anniversary and the values of the other embedded
derivatives. The Fundamental Change and Reorganization Conversion value reduces the value of the embedded conversion features derivative liability. The
Fundamental Change and Reorganization Conversion value exceeded the value of the embedded conversion features derivative liability at December 31, 2018 and
2017 resulting in the derivative being reported as an asset.
 
Taxes
 
Kodak recognizes deferred tax liabilities and assets for the expected future tax consequences of operating losses, credit carry-forwards and temporary differences
between the carrying amounts and tax basis of Kodak’s assets and liabilities.  Kodak records a valuation allowance to reduce its net deferred tax assets to the
amount that is more likely than not to be realized.  Kodak has considered forecasted earnings, future taxable income, the geographical mix of earnings in the
jurisdictions in which Kodak operates and prudent and feasible tax planning strategies in determining the need for these valuation allowances.  As of December 31,
2018, Kodak has net deferred tax assets before valuation allowances of approximately $999 million and a valuation allowance related to those net deferred tax
assets of approximately $853 million, resulting in net deferred tax assets of approximately $146 million.  The net deferred tax assets can be used to offset taxable
income in future periods and reduce Kodak’s income tax payable in those future periods.  At this time, it is considered more likely than not that taxable income in
the future will be sufficient to allow realization of these net deferred tax assets.  However, if Kodak is unable to generate sufficient taxable income, then a valuation
allowance to reduce net deferred tax assets may be required, which could materially increase expenses in the period the valuation allowance is recognized. 
Conversely, if Kodak were to make a determination that it is more likely than not that deferred tax assets, for which there is currently a valuation allowance, would
be realized, the related valuation allowance would be reduced and a benefit to earnings would be recorded.  Kodak considers both positive and negative evidence,
in determining whether a valuation allowance is needed by territory, including, but not limited to, whether particular entities are in three-year cumulative income
positions. During 2018 and 2017, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would be realized as a
result of increased profits in locations outside the U.S. and accordingly recorded a benefit of $4 million and $101 million, respectively, associated with the release
of a valuation allowance on those deferred tax assets. Additionally, during 2018, Kodak determined that it was more likely than not that a portion of the deferred tax
assets outside the U.S. would not be realized due to reduced sales volumes in a location outside the U.S. and accordingly recorded a provision of $15 million
associated with the establishment of a valuation allowance on those deferred tax assets.  During 2017, Kodak determined that it was more likely than not that a
portion of the deferred tax assets outside the U.S. would not be realized due to reduced manufacturing volumes negatively impacting profitability in a location
outside the U.S. and accordingly, recorded a provision of $7 million associated with the establishment of a valuation allowance on those deferred tax assets.    
 
Kodak may be able to make the determination that the realization of deferred tax assets in certain foreign jurisdictions are more likely than not in the future.  Kodak
will continue to evaluate whether valuation allowances are needed, at a jurisdictional level, in future reporting periods. It is possible that sufficient positive
evidence, including sustained profitability, may become available in future periods with respect to one or more jurisdictions to reach a conclusion that all or part of
the valuation allowance with respect to such jurisdictions could be reversed.
 
Utilization of post-emergence net operating losses (“NOL”) and tax credits may be subject to limitations in the event of significant changes in stock ownership of
the Company in the future. Section 382 of the Internal Revenue Code of 1986, as amended, imposes annual limitations on the utilization of NOL carryforwards,
other tax carryforwards, and certain built-in losses as defined under that Section, upon an ownership change. In general terms, an ownership change may result
from transactions that increase the aggregate ownership of five percent stockholders in Kodak’s stock by more than 50 percentage points over a three-year testing
period.  The Company has a relatively high concentration of five percent stockholders.  There have been reported transactions within the testing period that,
combined with future transactions, could aggregate an ownership change during the testing period in excess of 50 percentage points.  A Section 382 ownership
change would significantly impair Kodak’s ability to utilize NOLs and tax credits in the U.S.  As of December 31, 2018, Kodak had available U.S. NOL carry-
forwards for income tax purposes of approximately $804 million and unused foreign tax credits of $357 million.  Any impairment of these tax attributes would be
fully offset by a corresponding decrease in Kodak’s U.S. valuation allowance, which would result in no net tax provision.
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On December 22, 2017, the 2017 Tax Act was signed into law. The legislation significantly changed U.S. tax law by, among other things, lowering corporate
income tax rates, implementing a territorial tax system and imposing a repatriation tax on deemed repatriated earnings of foreign subsidiaries. Additionally, the
SEC staff issued Staff Accounting Bulletin No. 118 (“SAB 118”) to address the application of U.S. GAAP in situations when a registrant did not have the necessary
information available, prepared, or analyzed (including computations) in reasonable detail to complete the accounting for certain income tax effects of the 2017 Tax
Act.  Kodak recognized provisional tax impacts related to the one-time transition tax on mandatory deemed repatriation of cumulative foreign earnings and the
revaluation of deferred tax assets and liabilities in its consolidated financial statements for the year ended December 31, 2017.  December 22, 2018 marked the end
of the measurement period for purposes of SAB 118.  Kodak completed its analysis based on legislative updates relating to the 2017 Tax Act available by the end of
2018 resulting in adjustments which were fully offset by Kodak’s U.S. valuation allowance, resulting in no net tax provision or benefit.   
 
Kodak has deferred tax liabilities of $22 million and $20 million for potential taxes on undistributed earnings, including foreign withholding taxes, as of December
31, 2018 and 2017, respectively.
 
In general, the amount of tax expense or benefit from continuing operations is determined without regard to the tax effects of other categories of income or loss,
such as Other comprehensive (loss) income.  However, an exception to this rule applies when there is a loss from continuing operations and income from items
outside of continuing operations that must be considered.  This exception requires that income from discontinued operations, extraordinary items, and items charged
or credited directly to other comprehensive income be considered in determining the amount of tax benefit that results from a loss in continuing operations.  This
exception affects the allocation of the tax provision amongst categories of income.
 
Kodak operates within multiple taxing jurisdictions worldwide and is subject to audit in these jurisdictions.  These audits can involve complex issues, which may
require an extended period of time for resolution.  Management’s ongoing assessments of the outcomes of these issues and related tax positions require judgment,
and although management believes that adequate provisions have been made for such issues, there is the possibility that the ultimate resolution of such issues could
have an adverse effect on the earnings of Kodak.  Conversely, if these issues are resolved favorably in the future, the related provisions would be reduced, thus
having a positive impact on earnings.
 
Pension and Other Postretirement Benefits


Kodak’s defined benefit pension and other postretirement benefit costs and obligations are estimated using several key assumptions.  These assumptions, which are
reviewed at least annually by Kodak, include the discount rate, long-term expected rate of return on plan assets (“EROA”), salary growth, healthcare cost trend rate,
mortality trends and other economic and demographic factors.  Actual results that differ from Kodak’s assumptions are recorded as unrecognized gains and losses
and are amortized to earnings over the estimated future service period of the active participants in the plan or, if the plan is almost entirely inactive, the average
remaining lifetime expectancy of inactive participants, to the extent such total net unrecognized gains and losses exceed 10% of the greater of the plan's projected
benefit obligation or the calculated value of plan assets.  Significant differences in actual experience or significant changes in future assumptions would affect
Kodak’s pension and other postretirement benefit costs and obligations.


Asset and liability modeling studies are utilized by Kodak to adjust asset exposures and review a liability hedging program through the use of forward-looking
correlation, risk and return estimates.  Those forward-looking estimates of correlation, risk and return generated from the modeling studies are also used to estimate
the EROA.  The EROA is estimated utilizing a forward-looking building block model factoring in the expected risk of each asset category, return and correlation
over a five to seven-year horizon, and weighting the exposures by the current asset allocation.  Historical inputs are utilized in the forecasting model to frame the
current market environment with adjustments made based on the forward-looking view.  Kodak aggregates investments into major asset categories based on the
underlying benchmark of the strategy.  Kodak’s asset categories include broadly diversified exposure to U.S. and non-U.S. equities, U.S. and non-U.S. government
and corporate bonds, inflation-linked bonds, commodities and absolute return strategies.  Each allocation to these major asset categories is determined within the
overall asset allocation to accomplish unique objectives, including enhancing portfolio return, providing portfolio diversification, or hedging plan liabilities.


The EROA, once set, is applied to the calculated value of plan assets in the determination of the expected return component of Kodak’s pension expense.  Kodak
uses a calculated value of plan assets, which recognizes gains and losses in the fair value of assets over a four-year period, to calculate expected return on assets.  
At December 31, 2018, both the calculated value and the fair value of the assets of Kodak’s major U.S. and non-U.S. defined benefit pension plans were
approximately $4.1 billion.  Asset gains and losses that are not yet reflected in the calculated value of plan assets are not included in amortization of unrecognized
gains and losses.


Kodak reviews its EROA assumption annually.  To facilitate this review, every three years, or when market conditions change materially, Kodak’s larger plans will
undertake asset allocation or asset and liability modeling studies.  The weighted average EROA used to determine the 2018 net pension expense for major U.S. and
non-U.S. defined benefit pension plans were 6.40% and 3.98%, respectively.


Generally, Kodak bases the discount rate assumption for its significant plans on high quality corporate bond yields in the respective countries as of the measurement
date.  Specifically, for its U.S., Canadian, Euro-zone and UK plans, Kodak determines a discount rate using a cash flow model to incorporate the expected timing of
benefit payments and an AA-rated corporate bond yield curve.  For Kodak's U.S. plans, the Citigroup Above Median Pension Discount Curve is used.  For Kodak’s
other non-U.S. plans, discount rates are determined by comparison to published local high quality bond yields or indices considering estimated plan duration and
removing any outlying bonds, as warranted.
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Kodak uses the spot yield curve approach to estimate the service and interest costs by applying the specific spot rates along the yield curve used to determine the
benefit obligations to relevant projected cash outflows.


The salary growth assumptions are determined based on Kodak’s long-term actual experience and future and near-term outlook.  The healthcare cost trend rate
assumptions are based on historical cost and payment data, the near-term outlook and an assessment of the likely long-term trends.


The following table illustrates the sensitivity to a change to certain key assumptions used in the calculation of expense for the year ending December 31, 2019 and
the projected benefit obligation (“PBO”) at December 31, 2018 for Kodak's major U.S. and non-U.S. defined benefit pension plans:
 


(in millions)  


Impact on 2019
Pre-Tax Pension Expense


Increase (Decrease)   


Impact on PBO
December 31, 2018
Increase (Decrease)  


  U.S.   Non-U.S.   U.S.   Non-U.S.  
Change in assumption:                 


25 basis point decrease in discount rate  $ (5)  $ —  $ 72  $ 23 
25 basis point increase in discount rate   5   —   (70)   (22)
25 basis point decrease in EROA   8   2  N/A  N/A 
25 basis point increase in EROA   (8)   (2)  N/A  N/A


 


 
Total pension income from continuing operations before special termination benefits, curtailments and settlements for the major defined benefit pension plan in the
U.S. was $103 million for 2018 and is expected to be approximately $88 million in 2019.  Pension income from continuing operations before special termination
benefits, curtailments and settlements for the major non-U.S. defined benefit pension plans was $6 million for 2018 and is projected to be approximately $2 million
in 2019.  The reductions in income are driven primarily by higher expected 2019 interest expense for the U.S. plan and lower expected 2019 asset gains due to
reduced asset balances for both the U.S. and non-U.S. plans.


Inventories


Inventories are stated at the lower of cost or market.  Carrying values of excess and obsolete inventories are reduced to net realizable value.  Judgment is required to
assess the ultimate demand for and realizable value of inventory.  The analysis of inventory carrying values considers several factors including length of time inventory
is on hand, historical sales, product shelf life, product life cycle, product category, and product obsolescence.


Accounts Receivable Reserves


Accounts receivable reserves are based on historical collections experience as well as reserves for specific receivables deemed to be at risk for collection.  The
collectability of customer receivables is reviewed on an ongoing basis considering past due invoices and the current creditworthiness of each customer.  Judgment
is required in assessing the ultimate realization of accounts receivables.


New Accounting Pronouncements


A description of new accounting pronouncements is contained in Note 1, “Summary of Significant Accounting Policies”.


OVERVIEW


Revenue declined $61 million (4.4%) from 2017 to 2018.  Currency impacted revenue favorably in 2018 compared to 2017 ($19 million).


Kodak’s strategy is to:


 • Focus product investment in growth engines - Sonora, Ultrastream, Advanced Materials and 3D Printing and Software and Services;


 • Maintain market leadership position and cash flows associated with Prepress Solutions;


 • Manage the expected decline in and maximize cash generated by mature businesses;


 • Continue to streamline processes to drive cost reductions and improve operating leverage; and


 • Continue to explore opportunities to monetize the asset base.


 
A discussion of opportunities and challenges related to Kodak’s strategy follows:
 
 • The Company has $395 million of outstanding indebtedness under the Term Credit Agreement. The loans made under the Term Credit Agreement


become due on the earlier of (i) the maturity date of September 3, 2019 or (ii) the acceleration of such loans following the occurrence of an event of
default (as defined in the Term Credit Agreement). Kodak does not have committed refinancing or the liquidity to meet the debt obligation as it
becomes due. Kodak is working to both reduce the overall debt balance by using proceeds from asset sales, including the sale of its Flexographic
Packaging segment, to pay down debt and to renew or replace the Term Credit Agreement.
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 • Print Systems’ digital plate products include traditional digital plates and KODAK SONORA Process Free Plates. SONORA process free plates


allow Kodak customers to skip the plate processing step prior to mounting plates on a printing press. This improvement in the printing process saves
time and costs for customers. Also, SONORA process free plates reduce the environmental impact of the printing process because they eliminate the
use of chemicals (including solvents), water and power that is otherwise required to process a traditional plate. While traditional digital plate
offerings are experiencing pricing pressure, innovations in Kodak product lines which command premium prices, such as SONORA Process Free
Plates, are expected to offset some of the long-term price erosion in the market and manufacturing efficiencies are expected to mitigate the impact on
earnings from revenue declines.  Print Systems’ revenues, which accounted for 68% of Kodak’s total revenues in 2018, declined $47 million (5%) in
2018 including the favorable impact of currency ($14 million).  Segment earnings declined $22 million from 2017 to 2018 including the unfavorable
impact of currency ($5 million), driven by competitive pricing pressures, lower volumes and higher aluminum costs partially offset by
manufacturing efficiencies and cost reductions.  Prices for aluminum have risen over the past year, in part due to strong global demand and more
recently due to the imposition of U.S. tariffs.  Kodak seeks to mitigate the impact of high aluminum prices and competitive selling environment
through a combination of price increases, commodity contracts, improved production efficiency and cost reduction initiatives.  In January 2019,
Kodak received exemptions on U.S. tariffs for aluminum.
 


 • In Enterprise Inkjet Systems, the legacy Versamark business is expected to continue to decline as a percentage of the segment’s total revenue as the
Prosper business continues to grow.  The Prosper Inkjet Systems business is expected to continue to build profitability.  Investment in the next
generation technology, Ultrastream, is focused on the ability to place Ultrastream writing systems in original equipment manufacturers and hybrid
applications.  Enterprise Inkjet Systems’ revenue declined $8 million in 2018.  Segment earnings improved $1 million from 2017 to 2018 driven by
cost controls.


 
 • The Software and Solutions segment is comprised of Unified Workflow Solutions and Kodak Technology Solutions which includes enterprise


services and solutions.  Unified Workflow Solutions is an established product line whereas Kodak Technology Solutions includes Kodak Services for
Business and Kodakit. The contributions these business initiatives make to earnings are expected to grow with a modest amount of additional
investment. Software and Solutions’ revenue declined $1 million (1%) in 2018, primarily reflecting volume declines in Unified Workflow Solutions.
Sales in Kodak Technology Solutions are project based and can vary from year to year depending on the nature and number of projects in existence
in a given year.


 
 • Consumer and Film’s revenue declined $9 million (5%) from 2017 to 2018.  Earnings of the Consumer and Film segment declined $1 million (6%)


from 2017 to 2018.  China tariffs on U.S. made film are increasing material costs in China for printed circuit board film.  Prolonged trade disputes
with increasing tariffs could have incremental negative impacts on material costs.  Kodak plans to continue to promote the use of film to utilize as
much film manufacturing capacity as possible.  


 
 • Film and related component manufacturing operations and Kodak Research Laboratories utilize capacity at Eastman Business Park (“EBP”), which


helps cost absorption at EBP.
 
 • Kodak plans to capitalize on its intellectual property through new business or licensing opportunities, focusing on opportunities in smart material


applications and printed electronics markets and also pursuing limited opportunities in 3D printing materials.
 
 • Kodak plans to continue to pursue monetization of its asset base, selling and licensing intellectual property and selling and leasing excess capacity in


its properties.
 
DETAILED RESULTS OF OPERATIONS


Net Revenues from Continuing Operations by Reportable Segment
 


  Year Ended December 31,  
  2018   2017  
(in millions)         
Print Systems  $ 895  $ 942 
Enterprise Inkjet Systems   136   144 
Software and Solutions   84   85 
Consumer and Film   189   198 
Advanced Materials and 3D Printing Technology   4   1 
Eastman Business Park   17   16 


Consolidated total  $ 1,325  $ 1,386
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Segment Operational EBITDA and Consolidated Earnings (Loss) from Continuing Operations Before Income Taxes
 


  Year Ended December 31,  
(in millions)  2018   2017  
Print Systems  $ 27  $ 49 
Enterprise Inkjet Systems   4   3 
Software and Solutions   —   (1)
Consumer and Film   (19)   (18)
Advanced Materials and 3D Printing Technology   (14)   (27)
Eastman Business Park   3   4 
Depreciation and amortization   (70)   (77)
Restructuring costs and other   (17)   (38)
Stock-based compensation   (6)   (9)
Consulting and other costs (1)   (14)   (5)
Idle costs (2)   (3)   (4)
Other operating (expense) income, net (3)   (9)   (28)
Goodwill impairment loss (3)   —   (56)
Interest expense (3)   (9)   (8)
Pension income excluding service cost component (3)   131   152 
Other income (charges), net (3)   (17)   37 
Consolidated loss from continuing operations
   before income taxes  $ (13)  $ (26)


 
(1) Consulting and other costs are professional services and internal costs associated with certain corporate strategic initiatives.
 
(2) Consists of third-party costs such as security, maintenance, and utilities required to maintain land and buildings in certain locations not used in any Kodak


operations.
 
(3) As reported in the Consolidated Statement of Operations.


 
Kodak reduced workers’ compensation reserves by approximately $5 million in 2018 due to changes in discount rates and reduction in estimated ultimate losses.
The reduction in reserves impacted gross profit by approximately $3 million and SG&A by approximately $2 million.
 
2019 Segments
 
Change in Segments
Effective in January 2019 Kodak changed its organizational structure.  Kodak Technology Solutions, formerly part of the Software and Solutions segment, was
moved into the Consumer and Film segment.  The Consumer and Film segment was renamed the Brand, Film & Imaging segment.  The Unified Workflow
Solutions business, formerly part of the Software and Solutions segment, will operate as a dedicated segment named Kodak Software segment.
 
Change in Segment Measure of Profitability
During the first quarter of 2019 the segment measure was changed to exclude the costs, net of any rental income received, of underutilized portions of certain
properties.  Additionally, the allocation of costs from EBP to the Consumer and Film segment and Advanced Materials and 3D Printing Technology segment as
tenants of EBP and to each of the segments as users of shared corporate space at the global headquarters is changing.
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RESULTS OF OPERATIONS
 


  
Year Ended


December 31,  % of   
Year Ended


December 31,  % of   $ Change vs.  
  2018   Sales   2017   Sales   2017  
Revenues  $ 1,325      $ 1,386       (61)
Cost of revenues   1,144       1,175       (31)


Gross profit   181   14%   211   15%   (30)
Selling, general and administrative expenses   225   17%   239   17%   (14)
Research and development costs   48   4%   64   5%   (16)
Restructuring costs and other   17   1%   31   2%   (14)
Other operating expense (income), net   9   1%   28   2%   (19)
Goodwill impairment loss   —   0%   56   4%   (56)
Loss from continuing operations before interest expense, pension
income excluding service cost component, other charges (income), net
and income taxes   (118)   (9%)   (207)   (15%)  89 
Interest expense   9   1%   8   1%   1 
Pension income excluding service cost component   (131)   (10%)  (152)   (11%)  21 
Other charges (income), net   17   1%   (37)   (3%)   54 
Loss from continuing operations before income taxes   (13)   (1%)   (26)   (2%)   13 
Benefit from income taxes   (4)   (0%)   (120)   (9%)   116 
Equity in loss of equity method investment, net of income
   taxes   —   0%   1   0%   (1)
(Loss) earnings from continuing operations   (9)   (1%)   93   7%   (102)
(Loss) earnings from discontinued operations, net of income taxes   (7)   (1%)   1   0%   (8)
NET (LOSS) EARNINGS  $ (16)   (1%)  $ 94   7%   (110)


Revenues
For the year ended December 31, 2018, revenues decreased by approximately $61 million compared with the same period in 2017.  Volume and pricing declines
within Print Systems ($60 million) and Enterprise and Inkjet Systems ($10 million) and volume declines in Consumer and Film ($11 million) were offset by
favorable foreign currency ($19 million).  See segment discussions for additional details.


Gross Profit
Gross profit for 2018 decreased by approximately $30 million. The decrease reflected volume and pricing declines within Print Systems ($14 million) and
Enterprise Inkjet Systems ($10 million), and higher aluminum costs within Print Systems ($23 million), partially offset by reduced inventory write-offs due to
restructuring ($7 million), favorable costs (excluding the impact of aluminum costs) in Print Systems ($8 million) and higher volumes and lower costs in Advanced
Materials and 3D Printing Technology ($7 million).  See segment discussions for additional details.


Selling, General and Administrative Expenses
Consolidated SG&A for 2018 decreased $14 million primarily due to lower investment in selling and marketing activities ($15 million), driven by a lower
investment in Print Systems, Enterprise Inkjet Systems and Consumer and Film ($16 million), a reduction in workers’ compensation reserves ($2 million), lower
stock compensation expense and foreign currency (each $3 million) partially offset by higher costs associated with strategic initiatives such as asset sales and debt
restructuring ($9 million).


Research and Development Costs
Consolidated R&D expenses decreased $16 million in 2018 primarily due to lower investment in Advanced Materials and 3D Printing Technology ($10 million) as
well as lower investment in segment R&D activities driven by a lower investment in Print Systems and Enterprise Inkjet Systems ($5 million).  


Restructuring Costs and Other
These costs, as well as the restructuring costs reported in Cost of revenues, are discussed under the "RESTRUCTURING COSTS AND OTHER" section in this
MD&A.


Other Operating Expense (Income), Net


For details, refer to Note 15, “Other Operating Expense (Income), Net.”
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Pension Income


For details, refer to Note 19, “Retirement Plans.”


Other (Income) Charges, Net


For details, refer to Note 16, “Other (Income) Charges, Net.”


Benefit from Income Taxes


For details, refer to Note 17, “Income Taxes.”


Discontinued Operations


Discontinued operations of Kodak include the Flexographic Packaging segment.  Refer to Note 27, “Discontinued Operations” in the Notes to Financial Statements
for additional information.


PRINT SYSTEMS SEGMENT
 
  Year Ended December 31,  
  2018   2017   $ Change  
Revenues  $ 895  $ 942  $ (47)
             
Operational EBITDA   27   49   (22)
Operational EBITDA as a % of revenues   3%   5%    


 


Revenues


The decrease in Print Systems revenues of approximately $47 million reflected lower pricing ($8 million) driven by competitive pressures in the industry combined
with volume declines in Prepress Solutions ($41 million) and Electrophotographic Printing Solutions consumables and service ($9 million). Partially offsetting the
declines was favorable foreign currency ($14 million).


Operational EBITDA


The decrease in Print Systems Operational EBITDA of approximately $22 million reflected lower pricing ($8 million) and volume declines ($5 million) in Prepress
Solutions, higher aluminum costs ($23 million), unfavorable costs in Electrophotographic Printing Solutions ($5 million) and the unfavorable impact of currency
($5 million) partially offset by manufacturing cost improvements in Prepress consumables ($12 million), a lower level of investment in product development,
advertising and sales activities ($13 million) and a reduction in workers’ compensation reserves ($2 million).    


ENTERPRISE INKJET SYSTEMS SEGMENT
 
  Year Ended December 31,  
  2018   2017   $ Change  
Revenues  $ 136  $ 144  $ (8)
             
Operational EBITDA   4   3   1 
Operational EBITDA as a % of revenues   3%   2%    


 


Revenues
 
The decrease in Enterprise Inkjet Systems revenues of approximately $8 million primarily reflected lower volume of VERSAMARK service and consumables ($12
million) due to declines in the installed base of VERSAMARK systems, lower volume of VERSAMARK system placements ($5 million) primarily due to the
placement of used equipment in the prior year and unfavorable volume, product mix and pricing for Prosper components ($4 million). The unfavorable impacts
were partially offset by volume improvements in PROSPER systems ($8 million), including the conversion of two rental units to customer owned units ($5
million), volume improvements in PROSPER services and consumables ($4 million) due to increases in the installed base as well as the favorable impact of
currency ($2 million).
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Operational EBITDA


The increase in Enterprise Inkjet Systems Operational EBITDA of $1 million was primarily due to a lower level of investment in marketing, advertising and sales
activities ($5 million) and R&D activities ($3 million), service and manufacturing cost improvements ($2 million) and volume improvements in PROSPER services
and consumables ($1 million) partially offset by the lower volume of VERSAMARK service, consumables and equipment ($6 million) and unfavorable volume,
product mix and pricing for Prosper components ($4 million).


SOFTWARE AND SOLUTIONS SEGMENT
 
  Year Ended December 31,  
  2018   2017   $ Change  
Revenues  $ 84  $ 85  $ (1)
             
Operational EBITDA   —   (1)   1 
Operational EBITDA as a % of revenues   0%   -1%    


 


 
Revenues


The decrease in Software and Solutions revenues of approximately $1 million primarily reflected lower volume in Unified Workflow Solutions ($5 million) and
lower volume in Kodak Services for Business ($2 million) partially offset by volume improvements for Kodakit ($3 million) and the favorable impact of currency
($1 million).


Operational EBITDA


The increase in Software and Solutions Operational EBITDA of $1 was primarily due to improved cost of sales ($2 million), volume improvements in Kodakit and
a lower level of investment in marketing, advertising and sales activities (each $1 million) partially offset by volume declines in Unified Workflow Solutions ($3
million).


CONSUMER AND FILM SEGMENT
 
  Year Ended December 31,  
  2018   2017   $ Change  
Revenues  $ 189  $ 198  $ (9)
             
Operational EBITDA   (19)   (18)   (1)
Operational EBITDA as a % of revenues   -10%   -9%    


 


Revenues


The decrease in Consumer and Film revenues of approximately $9 million reflected volume declines in Consumer Inkjet Systems ($9 million) driven by lower sales
of ink to the existing installed base of printers, lower brand licensing revenue ($3 million) driven by the modification of a brand licensing agreement in the prior
year offset by higher volume in Industrial Film and Chemicals ($2 million) primarily due to timing of customer orders and the favorable impact of currency ($2
million).


Operational EBITDA


The decrease in Consumer and Film Operational EBITDA of approximately $1 million reflected declines in Consumer Inkjet Systems ($6 million) primarily driven
by lower volumes due to declining sales of ink to the existing installed base of printers, lower brand licensing revenue as described above ($3 million), unfavorable
volume and product mix ($2 million) and the impact of China tariffs ($1 million) in Industrial Film and Chemicals.  Offsetting the unfavorable impacts were costs
improvements in Motion Picture ($4 million) (the prior year period had higher costs associated with a vendor transition), reduced SG&A costs ($5 million) and the
favorable impact of currency ($2 million).


ADVANCED MATERIALS AND 3D PRINTING TECHNOLOGY SEGMENT
 
  Year Ended December 31,  
  2018   2017   $ Change  
Revenues  $ 4  $ 1  $ 3 
             
Operational EBITDA   (14)   (27)   13 
Operational EBITDA as a % of revenues  N/M  N/M    


 


Advanced Materials and 3D Printing Technology Operational EBITDA improved by approximately $13 million primarily due to the reduced level of investment as
well as improved revenues primarily reflecting increased IP licensing, analytical services and 3D Printing revenues (each $1 million).
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EASTMAN BUSINESS PARK SEGMENT


Eastman Business Park revenue and Operational EBITDA did not change significantly in the reporting periods.


RESTRUCTURING COSTS AND OTHER


2018


Restructuring actions taken in 2018 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included cost
rationalization in France, consolidation of R&D sites in Israel, EPS manufacturing cost reductions in Germany, and various targeted reductions in manufacturing,
service, sales, research and development, and other administrative functions.


As a result of these actions, for the year ended December 31, 2018 Kodak recorded $17 million of charges which were reported as Restructuring costs and other in
the accompanying Consolidated Statement of Operations.


Kodak made cash payments related to restructuring of approximately $14 million for the year ended December 31, 2018.


The restructuring actions implemented in 2018 are expected to generate future annual cash savings of approximately $26 million. These savings are expected to
reduce future annual Cost of revenues, SG&A and R&D expenses by $8 million, $11 million and $7 million, respectively. Kodak expects the majority of the annual
savings to be in effect by the end of the second quarter of 2019 as actions are completed.


2017


For the year ended December 31, 2017 Kodak recorded $38 million of charges, including $7 million of charges for inventory write-downs which were reported in
Cost of revenues and $31 million which was reported as Restructuring costs and other in the accompanying Consolidated Statement of Operations.
 
LIQUIDITY AND CAPITAL RESOURCES
 
Kodak has debt due in 2019 and is facing liquidity challenges due to negative cash flow. Based on forecasted cash flows, there are uncertainties regarding Kodak’s
ability to meet commitments in the U.S. as they come due. Kodak’s plans to improve cash flow include reducing interest expense by decreasing the debt balance
using proceeds from asset sales, including the sale of the Flexographic Packaging segment; further restructuring Kodak’s cost structure; and paring investment in
new technology by eliminating, slowing, and partnering with investors in product development programs. The divestiture of the Flexographic Packaging segment
will negatively impact segment earnings and cash flow.  Kodak is also exploring options regarding additional liquidity from other sources.
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The sale of the Flexographic Packaging segment and/or refinancing of the loans under the Term Credit Agreement (as defined below) are not solely within Kodak’s
control. Executing agreements for the sale or a refinancing of the loans under the Term Credit Agreement and the timing for a closing of the sale or a refinancing of
the loans under the Term Credit Agreement are dependent upon several external factors outside Kodak’s control, including but not limited to, the ability of the
Company to reach acceptable agreements with different counterparties and the time required to meet conditions to closing under a sale agreement or credit facility.


Kodak makes no assurances regarding the likelihood, certainty or timing of consummating any asset sales, including of the Flexographic Packaging segment, or
refinancing of the Company’s existing debt, or regarding the sufficiency of any such actions to meet Kodak’s debt obligations, including compliance with debt
covenants, or other commitments in the U.S. as they come due.


These conditions raise substantial doubt about Kodak’s ability to continue as a going concern.


Refer to the Going Concern section of Note 1, “Summary of Significant Accounting Policies”,; Note 9, "Debt and Capital Leases," and Note 10, “Redeemable,
Convertible Series A Preferred Stock” in the Notes to Financial Statements for further discussion of long-term debt and convertible preferred shares.
 


  As of December 31,  
(in millions)  2018   2017  
Cash, cash equivalents and restricted cash  $ 267  $ 369


 


Cash Flow Activity
 


  Year Ended December 31,      


(in millions)  2018   2017   
Year-Over-Year


Change  
Cash flows from operating activities:             
Net cash used in operating activities  $ (62)  $ (67)  $ 5 
Cash flows from investing activities:             
Net cash used in investing activities   (22)   (24)   2 
Cash flows from financing activities:             
Net cash used in financing activities   (11)   (29)   18 
Effect of exchange rate changes on cash   (7)   11   (18)
Net decrease in cash, cash equivalents and restricted cash  $ (102)  $ (109)  $ 7


 


Operating Activities
Net cash used in operating activities improved $5 million for the year ended December 31, 2018 as compared with the prior year primarily due to improved cash
earnings partially offset by less favorable accounts payable terms.
 
Investing Activities
Net cash used in investing activities improved $2 million for the year ended December 31, 2018 as compared to the prior year due to a lower level of capital
improvements.
 
Financing Activities
Net cash used in financing activities improved $18 million in the year ended December 31, 2018 as compared to the prior year primarily due to a lower level of
debt repayment and the timing of the payment for contingent consideration related to the sale of a business.


Sources of Liquidity
Available liquidity includes cash balances and the unused portion of the ABL Credit Agreement.  The amount of available liquidity is subject to fluctuations and
includes cash balances held by various entities worldwide.  At December 31, 2018 and 2017, approximately $117 million and $172 million, respectively, of cash
and cash equivalents were held within the U.S. and approximately $131 million and $172 million, respectively, of cash and cash equivalents were held outside the
U.S.  Cash balances held outside of the U.S. are generally required to support local country operations, may have high tax costs or other limitations that delay the
ability to repatriate, and therefore may not be readily available for transfer to other jurisdictions.  Kodak utilizes cash balances outside the U.S. to fund needs in the
U.S. through the use of intercompany loans.  As of December 31, 2018 and 2017 outstanding intercompany loans to the U.S. were $390 million and $358 million,
respectively, which includes short-term intercompany loans of $92 million and $59 million. In China, where approximately $72 million and $108 million,
respectively, of cash and cash equivalents were held as of December 31, 2018 and 2017, there are limitations related to net asset balances that impact the ability to
make cash available to other jurisdictions in the world.  Under the terms of the Credit Agreements, the Company is permitted to invest up to $100 million at any
time in subsidiaries and joint ventures that are not party to the loan agreement.
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Under the ABL Credit Agreement, if Excess Availability ($19 million as of December 31, 2018) falls below 12.5% of lender commitments ($18.75 million as of
December 31, 2018), Kodak may, in addition to the requirement to be in compliance with a minimum Fixed Charge Coverage Ratio, become subject to cash
dominion control.  Kodak intends to continue to maintain Excess Availability above the minimum threshold which may require additional funding of Eligible
Cash.  In addition to Eligible Cash, the borrowing base is supported by Eligible Receivables, Eligible Inventory and Eligible Equipment.  To the extent the assets
supporting the borrowing base decline, if the remaining assets included in the borrowing base are not sufficient to support the required Excess Availability amount,
additional funding of Eligible Cash may be required.  Since Excess Availability was greater than 12.5% of lender commitments Kodak is not required to have a
minimum Fixed Charge Coverage Ratio of 1.0 to 1.0.  As of December 31, 2018 EBITDA exceeded fixed charges (as defined in the ABL Credit Agreement) by
approximately $5 million.
 
Kodak funded $3 million and $6 million to the Eligible Cash account held with the ABL Credit Agreement Administrative Agent as of December 31, 2018 and
2017, which is classified as Restricted cash in the Consolidated Statement of Financial Position, supporting the Excess Availability amount.  
 
During the second quarter of 2017, the Company reduced the amount of outstanding letters of credit issued under the ABL Credit Agreement by $20 million, which
increased the amount of Excess Availability by a corresponding amount, enabling the Company to release Eligible Cash. The reduction of outstanding letters of
credit was primarily attributable to the substitution of partially collateralized surety bonds in place of outstanding letters of credit.  As a result of the Company’s
current credit ratings, the Company was required to provide $6 million in letters of credit to the issuers of the surety bonds during the third quarter of 2018. The
Company could be required to provide up to an additional $13 million of letters of credit to the issuers of the surety bonds in the future to fully collateralize the
bonds.  
 
Under the terms of the Term Credit Agreement, Kodak is required to maintain a Secured Leverage Ratio not to exceed specified levels.  The Secured Leverage
Ratio is tested at the end of each quarter based on the prior four quarters and is generally determined by dividing secured debt, net of U.S. cash and cash
equivalents, by consolidated EBITDA, as calculated under the Term Credit Agreement.  The maximum Secured Leverage Ratio permitted under the Term Credit
Agreement is 2.75 to 1.  As of December 31, 2018, Kodak’s EBITDA, as calculated under the Term Credit Agreement, exceeded the EBITDA necessary to satisfy
the covenant ratio by approximately $20 million.
 
Under the terms of the Credit Agreements, the Company may designate Restricted Subsidiaries as Unrestricted Subsidiaries provided the aggregate sales of all
Unrestricted Subsidiaries are less than 7.5% of the consolidated sales of Kodak and the aggregate assets of all Unrestricted Subsidiaries are less than 7.5% of
Kodak’s consolidated assets. Further, under the ABL Credit Agreement, on a pro forma basis at the time of designation and immediately after giving effect thereto,
Excess Availability must be at least $30 million, and the pro forma Fixed Charge Coverage Ratio must be no less than 1.0 to 1.0. Upon designation of Unrestricted
Subsidiaries, the Company will be required to provide to the Lenders reconciling statements to eliminate all financial information pertaining to Unrestricted
Subsidiaries which is included in its annual and quarterly financial statements.
 
In March 2018, the Company designated five subsidiaries as Unrestricted Subsidiaries, Kodak PE Tech, LLC, Kodak LB Tech, LLC, Kodak Realty, Inc., Kodakit
Singapore Pte. Limited and KP Services (Jersey) Ltd. This action allowed the Company to better position assets which may be monetized in the future and address
costs related to underutilized properties. Collectively, these subsidiaries had sales of approximately $12 million for the year ended December 31, 2018, which
represents 1% of Kodak’s consolidated sales. Collectively, these subsidiaries had assets of $21 million as of December 31, 2018, which represents 1% of Kodak’s
consolidated assets as of December 31, 2018.
 
The designation of these subsidiaries as Unrestricted Subsidiaries increased the amount by which the Company’s EBITDA, as calculated under the Term Credit
Agreement and the ABL Credit Agreement, exceeded the amount of EBITDA needed to satisfy the Net Secured Leverage Ratio covenant of 2.75 to 1.0 by $21
million and the Fixed Charge Coverage Ratio of 1.0 to 1.0 by $22 million as of December 31, 2018. Each of the capitalized but undefined terms has the meaning
ascribed to such term in the Credit Agreements.
  
Kodak intends to conduct its operations in a manner that will result in continued compliance with the secured leverage ratio covenant; however, future compliance
may depend on Kodak undertaking one or more non-operational transactions, such as the repatriation of cash into the U.S., the management of operating cash
outflows, the designation of subsidiaries as Unrestricted Subsidiaries, a monetization of assets, a debt refinancing, the raising of equity capital, or a similar
transaction.  If Kodak is unable to remain in compliance and does not make alternate arrangements with its term lenders, an event of default would occur under
Kodak’s credit agreements which, among other remedies, would entitle the lenders or their agents to declare the outstanding obligations under the Credit
Agreements to be immediately due and payable.
 
Reporting requirements under the Term Credit Agreement require the Company to provide annual audited financial statements accompanied by an opinion of an
independent public accountant without a “going concern” or like qualification or exception and without any qualification or exception as to the scope of such audit
or other material qualification or exception, except for any such qualification or exception with respect to any indebtedness maturing within 364 days after the date
of such financial statements.  Lenders may take the position that the going concern explanatory paragraph contained in the audit report on the Company’s financial
statements as of and for the year ended December 31, 2018 does not satisfy the requirements under the Term Credit Agreement.  Under the Term Credit Agreement,
if notice of a failure to comply with the reporting covenant is given to the Company by the lenders, an event of default would occur thereunder if such failure is not
cured within thirty days after such notice is given, unless such event of default is waived by the requisite lenders.  In the event of default, the debt could become
immediately due.
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The Company’s ABL Credit Agreement contains an opinion delivery requirement that corresponds to the requirement under the Term Credit Agreement, although
under the ABL Credit Agreement there is an additional requirement that the opinion be reasonably acceptable to the agent under the ABL Credit Agreement.  On
March 31, 2019 the Company obtained a waiver from the agent and lenders under the ABL Credit Agreement with respect to any event of default under the
reporting covenant that may be deemed to occur in relation to the going concern explanatory paragraph in the audit report. Such waiver does not waive any cross-
default that may occur in the event of the occurrence of an event of default under the Term Credit Agreement, as described above.
 
The loans made under the Term Credit Agreement become due on the earlier to occur of (i) the maturity date of September 3, 2019 or (ii) an acceleration of such
loans following the occurrence of an event of default (as defined in the Term Credit Agreement). The Company also has issued approximately $85 million and $96
million of letters of credit under the ABL Credit Agreement as of December 31, 2018 and 2017, respectively. Should the Company not repay, refinance or extend
the maturity of the loans under the existing Term Credit Agreement prior to June 5, 2019, the termination date will occur under the ABL Credit Agreement on such
date unless the ABL Credit Agreement has been amended in the interim. Upon the occurrence of the termination date under the ABL Credit Agreement, the
obligations thereunder will become due and the Company will need to provide alternate collateral in place of the letters of credit issued under the ABL Credit
Agreement.  Kodak entered into an agreement to sell its Flexographic Packaging Division (“FPD”) on November 11, 2018.  The Company expects to close the sale
of FPD as early as April 8, 2019 and intends to use the proceeds of such sale to reduce the loans outstanding under the Term Credit Agreement.  The Company has
also been engaged in negotiations to refinance the portion of the Term Credit Agreement that will not be paid from proceeds from the sale of FPD.  The Company
intends to amend and restate or refinance the Term Credit Agreement prior to the maturity of the Term Credit Agreement or ABL Credit Agreement and prior to the
date on which any event of default would occur under the Term Credit Agreement.
 
Defined Benefit Pension and Postretirement Plans
Kodak made contributions (funded plans) or paid net benefits (unfunded plans) totaling approximately $15 million relating to its defined benefit pension and
postretirement benefit plans in 2018.  For 2019, the forecasted contribution (funded plans) and net benefit payment (unfunded plans) requirements for its defined
benefit pension and postretirement plans are approximately $20 million.
 
Capital Expenditures
Cash flows from investing activities included $33 million for capital expenditures for the year ended December 31, 2018.  Kodak expects approximately $15
million to $25 million of cash flows for investing activities from capital expenditures for the year ended December 31, 2019.  
 
Kodak is expanding its manufacturing facility in Weatherford, Oklahoma to provide additional production capacity for FLEXCEL NX Plates. The additional
capacity will supplement Kodak’s existing plate manufacturing facility in Yamanashi, Japan and is designed to meet increasing demand. The new production line is
expected to be in full production by mid-2019 and will initially focus on supplying FLEXCEL NX Plates to customers in the United States, Canada and Latin
America. Kodak invested approximately $7 million in both 2018 and 2017. The total investment for the project is expected to be approximately $15 million.
 
IRS and Korean National Tax Service Agreement
In June 2012, Kodak filed a Request for Competent Authority Assistance with the United States Internal Revenue Service (IRS). The request related to a potential
double taxation issue with respect to patent licensing royalty payments received by Kodak in 2010. In October 2018, an agreement was reached by the IRS and
Korean National Tax Service, resulting in a partial refund of Korean withholding taxes in the amount of $32 million. Kodak had previously agreed with the licensee
that made the royalty payments that any refunds of the related Korean withholding taxes would be shared equally between Kodak and the licensee. Kodak received
the $16 million net payment in the fourth quarter of 2018.
 
Transaction with RED-Rochester, LLC
In January 2019 Kodak entered into a series of agreements with RED-Rochester, LLC (“RED”), which provides utilities to the Eastman Business Park.  Under the
agreements, future utility costs at Eastman Business Park may increase.  In exchange for the increase in utility costs, Kodak received a payment of $14 million from
RED.  Kodak is required to pay a minimum annual overhead payment to RED of approximately $2 million regardless of utility usage.  Kodak is accounting for the
$14 million payment from RED as debt.  The minimum payments required under the agreement from Kodak to RED will be reported as a reduction of the debt and
interest expense using the effective interest method.


Off-Balance Sheet Arrangements
EKC guarantees obligations to third parties for some of its consolidated subsidiaries.  The maximum amount guaranteed is $4 million and the outstanding amount
for those guarantees is $1 million.


In connection with the settlement of certain of the Company’s historical environmental liabilities at EBP and in accordance with the terms of the associated
settlement agreement (“Amended EBP Settlement Agreement”), in the event the historical EBP liabilities exceed $99 million, the Company will become liable for
50% of the portion above $99 million with no limitation to the maximum potential future payments.  There is no liability recorded related to this guarantee.


Kodak issues indemnifications in certain instances when it sells businesses and real estate, and in the ordinary course of business with its customers, suppliers,
service providers and business partners.  
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Further, the Company indemnifies its directors and officers who are, or were, serving at the Company's request in such capacities.  Historically, costs incurred to
settle claims related to these indemnifications have not been material to Kodak’s financial position, results of operations or cash flows.  Additionally, the fair value
of the indemnifications that Kodak issued during the year ended December 31, 2018 was not material to Kodak’s financial position, results of operations or cash
flows.
 
 
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
Kodak is a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and is not required to provide the information under this item.
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ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA


Report of Independent Registered Public Accounting Firm
 
To the Board of Directors and Shareholders of Eastman Kodak Company
 
Opinions on the Financial Statements and Internal Control over Financial Reporting
 
We have audited the accompanying consolidated statements of financial position of Eastman Kodak Company and its subsidiaries (the “Company”) as of December
31, 2018 and 2017, and the related consolidated statements of operations, comprehensive income (loss), equity (deficit), and cash flows for each of the two years in
the period ended December 31, 2018, including the related notes, and schedule of valuation and qualifying accounts for each of the two years in the period ended
December 31, 2018 appearing under Item 15(a)(2) (collectively referred to as the “consolidated financial statements”).  We also have audited the Company's
internal control over financial reporting as of December 31, 2018, based on criteria established in Internal Control - Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO).
 
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of December
31, 2018 and 2017, and the results of its operations and its cash flows for each of the two years in the period ended December 31, 2018 in conformity with
accounting principles generally accepted in the United States of America.  Also in our opinion, the Company maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2018, based on criteria established in Internal Control - Integrated Framework (2013) issued by the COSO.
 
Substantial Doubt About the Company’s Ability to Continue as a Going Concern
 
The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 1 to
the consolidated financial statements, the Company has debt maturing in 2019, operating losses and negative cash flows that raise substantial doubt about its ability
to continue as a going concern.  Management's plans in regard to these matters are also described in Note 1.  The consolidated financial statements do not include
any adjustments that might result from the outcome of this uncertainty.
 
Change in Accounting Principles
 
As discussed in Note 1 to the consolidated financial statements, the Company changed the manner in which it accounts for revenues from contracts with customers
and the manner in which it accounts for retirement benefits in 2018.
 
Basis for Opinions
 
The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting, included in Management’s Report on Internal Control Over Financial Reporting
appearing under Item 9A.  Our responsibility is to express opinions on the Company’s consolidated financial statements and on the Company's internal control over
financial reporting based on our audits.  We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.
 
We conducted our audits in accordance with the standards of the PCAOB.  Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal
control over financial reporting was maintained in all material respects.  
 
Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks.  Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the consolidated financial statements.  Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements.  Our audit of internal control over financial
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk.  Our audits also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.
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Definition and Limitations of Internal Control over Financial Reporting
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles.  A company’s internal control over financial
reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.
 
 
/s/ PricewaterhouseCoopers LLP
Rochester, New York
April 1, 2019
 
We have served as the Company’s auditor since at least 1924. We have not been able to determine the specific year we began serving as auditor of the Company.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF OPERATIONS


(in millions, except per share data)
 
  Year Ended December 31,  
  2018   2017  
Revenues         


Sales  $ 1,044  $ 1,096 
Services   281   290 


Total net revenues   1,325   1,386 
Cost of revenues         


Sales   950   968 
Services   194   207 


Total cost of revenues   1,144   1,175 
Gross profit   181   211 


Selling, general and administrative expenses   225   239 
Research and development costs   48   64 
Restructuring costs and other   17   31 
Other operating expense (income), net   9   28 
Goodwill impairment loss   —   56 
Loss from continuing operations before interest expense, pension income excluding service cost component,
other charges (income), net and income taxes   (118)   (207)
Interest expense   9   8 
Pension income excluding service cost component   (131)   (152)
Other charges (income), net   17   (37)
Loss from continuing operations before income taxes   (13)   (26)
Benefit from income taxes   (4)   (120)
Equity in loss of equity method investment, net of income
   taxes   —   1 
(Loss) earnings from continuing operations   (9)   93 
(Loss) earnings from discontinued operations, net of income taxes   (7)   1 
NET (LOSS) EARNINGS  $ (16)  $ 94 


         
Basic (loss) earnings per share attributable to
   Eastman Kodak Company common shareholders:         


Continuing operations  $ (0.68)  $ 1.74 
Discontinued operations   (0.16)   0.02 
Total  $ (0.84)  $ 1.76 


         
Diluted (loss) earnings per share attributable to Eastman Kodak Company common shareholders:         


Continuing operations  $ (0.68)  $ 1.74 
Discontinued operations   (0.16)   0.02 
Total  $ (0.84)  $ 1.76 


         
Number of common shares used in basic and diluted (loss) earnings per share         


Basic   42.7   42.5 
Diluted   42.7   42.7


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)


(in millions)
 
  Year Ended December 31,  
  2018   2017  
NET (LOSS) EARNINGS  $ (16)  $ 94 
         
Other comprehensive loss, net:         
Currency translation adjustments   (11)   11 
Pension and other postretirement benefit plan obligation activity, net of tax   (9)   36 
Other comprehensive (loss) income, net attributable to Eastman Kodak Company   (20)   47 
COMPREHENSIVE (LOSS) INCOME, NET  $ (36)  $ 141


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION


(in millions)
 
  As of December 31,  
  2018   2017  
ASSETS         
Cash and cash equivalents  $ 246  $ 343 
Trade receivables, net of allowances of $9 and $9   232   253 
Inventories, net   236   246 
Other current assets   51   54 
Current assets held for sale   113   62 


Total current assets   878   958 
Property, plant and equipment, net of accumulated depreciation of $422 and $384, respectively   246   294 
Goodwill   12   12 
Intangible assets, net   60   84 
Restricted cash   11   17 
Deferred income taxes   160   187 
Other long-term assets   144   113 
Long-term assets held for sale   —   42 


TOTAL ASSETS  $ 1,511  $ 1,707 
         
LIABILITIES, REDEEMABLE, CONVERTIBLE PREFERRED STOCK AND EQUITY (DEFICIT)         
Accounts payable, trade  $ 149  $ 183 
Short-term borrowings and current portion of long-term debt   396   4 
Other current liabilities   213   211 
Current liabilities held for sale   20   21 


Total current liabilities   778   419 
Long-term debt, net of current portion   5   399 
Pension and other postretirement liabilities   379   462 
Other long-term liabilities   179   202 
Long-term liabilities held for sale   —   4 
Total liabilities   1,341   1,486 
         
Commitments and contingencies (Note 11)         
         
Redeemable, convertible Series A preferred stock, no par value, $100 per share liquidation preference   173   164 
         
Equity (Deficit)         
Common stock, $0.01 par value   —   — 
Additional paid in capital   617   631 
Treasury stock, at cost   (9)   (9)
Accumulated deficit   (200)   (174)
Accumulated other comprehensive loss   (411)   (391)


Total equity (deficit)   (3)   57 
TOTAL LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK AND EQUITY
(DEFICIT)  $ 1,511  $ 1,707


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF EQUITY (DEFICIT)


(in millions, except share data)
 


  
Common
Stock (1)   


Additional
Paid in
Capital   


Accumulated
Deficit   


Accumulated
Other


Comprehensive
Loss   


Treasury
Stock   Total   


Series A
Redeemable
Convertible


Preferred Stock  
Equity (deficit) as of December 31, 2016  $ —  $ 641  $ (268)  $ (438)  $ (8)   (73)  $ 156 
Net (loss) earnings   —   —   94   —   —   94   — 
Other comprehensive income (loss) (net of tax):                             


Currency translation adjustments   —   —   —   11   —   11   — 
Pension and other postretirement
   liability adjustments   —   —   —   36   —   36   — 


Series A preferred stock cash
   dividends   —   (11)   —   —   —   (11)   — 
Series A preferred stock deemed
   dividends   —   (8)   —   —   —   (8)   8 
Stock-based compensation   —   9   —   —   —   9   — 
Purchases of treasury stock, (98,056
   shares) (2)   —   —   —   —   (1)   (1)   — 
Equity (deficit) as of December 31, 2017  $ —  $ 631  $ (174)  $ (391)  $ (9)  $ 57  $ 164 
Net earnings   —   —   (16)   —   —   (16)   — 
Adjustments due to ASU 2014-09   —   —   (10)   —   —   (10)   — 
Other comprehensive loss (net of tax):                             


Currency translation adjustments   —   —   —   (11)   —   (11)   — 
Pension and other postretirement
   liability adjustments   —   —   —   (9)   —   (9)   — 


Series A preferred stock cash and accrued
   dividends   —   (11)   —   —   —   (11)   — 
Series A preferred stock deemed
   dividends   —   (9)   —   —   —   (9)   9 
Stock-based compensation   —   6   —   —   —   6   — 
Equity (deficit) as of December 31, 2018  $ —  $ 617  $ (200)  $ (411)  $ (9)  $ (3)  $ 173


 


 
(1) There are 60 million shares of no par value preferred stock authorized, 2 million of which have been issued.


(2) Represents purchases of common stock and/ or warrants to satisfy tax withholding obligations.
 
The accompanying notes are an integral part of these consolidated financial statements.
 
 


49







EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOW


  Year Ended December 31,  
(in millions)  2018   2017  
Cash flows from operating activities:         
Net (loss) earnings  $ (16)  $ 94 
Adjustments to reconcile to net cash used in operating activities:         
Depreciation and amortization   73   80 
Pension and other postretirement income   (106)   (119)
Change in fair value of embedded conversion features derivative liability   —   (47)
Non-cash restructuring costs, asset impairments and other charges   13   89 
Prosper asset remeasurement   —   12 
Stock based compensation   6   9 
Non-cash changes in workers' compensation and legal reserves   (11)   — 
Net gains on sales of businesses/assets   (13)   (8)
Provision (benefit) from deferred income taxes   18   (129)
Decrease in trade receivables   12   11 
Increase in inventories   (9)   (4)
Decrease in trade accounts payable   (31)   (14)
Decrease in liabilities excluding borrowings   (31)   (37)
Other items, net   33   (4)
Total adjustments   (46)   (161)
Net cash used in operating activities   (62)   (67)
         
Cash flows from investing activities:         
Additions to properties   (33)   (38)
Net proceeds from sales of businesses/assets, net   11   13 
Proceeds from sales of marketable securities   —   1 
Net cash used in investing activities   (22)   (24)
         
Cash flows from financing activities:         
Repayment of emergence credit facilities   —   (7)
Preferred stock dividend payments   (8)   (10)
Payment of contingent consideration related to the sale of a business   —   (7)
Capital lease payments   (3)   (4)
Treasury stock purchases   —   (1)
Net cash used in financing activities   (11)   (29)
Effect of exchange rate changes on cash, cash equivalents and
   restricted cash   (7)   11 
Net decrease in cash and cash equivalents and restricted cash   (102)   (109)
Cash and cash equivalents and restricted cash, beginning of period   369   478 
Cash and cash equivalents and restricted cash, end of period  $ 267  $ 369


 


The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOW (Continued)


(in millions)


SUPPLEMENTAL CASH FLOW INFORMATION
 
  Year Ended December 31,  
  2018   2017  
Cash paid for interest and income taxes was:         
Interest, net of portion capitalized of $1 as of both December 31, 2018 and 2017.  $ 28  $ 31 
Income taxes (net of refunds)  $ (9)  $ 18


 


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


51







EASTMAN KODAK COMPANY
NOTES TO FINANCIAL STATEMENTS
 
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES


ACCOUNTING PRINCIPLES


The consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United States of
America (“U.S. GAAP”).  The following is a description of the significant accounting policies of Kodak.
 
BASIS OF CONSOLIDATION
 
The consolidated financial statements include the accounts of EKC and all companies directly or indirectly controlled by EKC, either through majority ownership
or otherwise.  Kodak consolidates variable interest entities if Kodak has a controlling financial interest and is determined to be the primary beneficiary of the entity.
 
GOING CONCERN
 
The consolidated financial statements have been prepared on the going concern basis of accounting, which assumes Kodak will continue to operate as a going
concern and which contemplates the realization of assets and the satisfaction of liabilities and commitments in the normal course of business.  
 
The Company has $395 million of outstanding indebtedness under the Term Credit Agreement.  The loans made under the Term Credit Agreement become due on
the earlier to occur of (i) the maturity date of September 3, 2019 or (ii) the acceleration of such loans following the occurrence of an event of default (as defined in
the Term Credit Agreement).  The Company also has issued approximately $85 million and $96 million of letters of credit under the ABL Credit Agreement as of
December 31, 2018 and 2017, respectively.  Should the Company not repay, refinance or extend the maturity of the loans under the existing Term Credit Agreement
prior to June 5, 2019, the termination date will occur under the ABL Credit Agreement on such date unless the ABL Credit Agreement has been amended in the
interim.  Upon the occurrence of the termination date under the ABL Credit Agreement, the obligations thereunder will become due and the Company will need to
provide alternate collateral in place of the letters of credit issued under the ABL Credit Agreement.
 
As of December 31, 2018 and 2017, Kodak had approximately $246 million and $343 million, respectively, of cash and cash equivalents.  $117 million and $172
million was held in the U.S. as of December 31, 2018 and 2017, respectively, and $129 million and $171 million were held outside the U.S. Cash balances held
outside the U.S. are generally required to support local country operations and may have high tax costs or other limitations that delay the ability to repatriate, and
therefore may not be readily available for transfer to other jurisdictions.  Outstanding inter-company loans to the U.S. as of December 31, 2018 and 2017 were $390
million and $358 million, respectively, which includes short-term intercompany loans from Kodak’s international finance center of $92 million and $59 million as
of December 31, 2018 and 2017, respectively. In China, where approximately $72 million and $108 million of cash and cash equivalents was held as of December
31, 2018 and 2017, respectively, there are limitations related to net asset balances that may impact the ability to make cash available to other jurisdictions in the
world.  Kodak had a net decrease in cash, cash equivalents, and restricted cash of $102 million and $109 million for the years ended December 31, 2018, and 2017,
respectively.  
 
U.S. GAAP requires an evaluation of whether there are conditions or events, considered in the aggregate, that raise substantial doubt about an entity’s ability to
continue as a going concern within one year after the date the financial statements are issued. Initially, this evaluation does not consider the potential mitigating
effect of management’s plans that have not been fully implemented. When substantial doubt exists, management evaluates the mitigating effect of its plans if it is
probable that (1) the plans will be effectively implemented within one year after the date the financial statements are issued, and (2) when implemented, the plans
will mitigate the relevant conditions or events that raise substantial doubt about the entity’s ability to continue as a going concern within one year after the date the
financial statements are issued or prior to the conditions or events that create the going concern risk.
 
As of the date of issuance of these financial statements, Kodak has debt coming due within twelve months and does not have committed financing or available
liquidity to meet such debt obligations if they were to become due in accordance with their current terms.  
Reporting requirements under the Term Credit Agreement require the Company to provide annual audited financial statements accompanied by an opinion of an
independent public accountant without a “going concern” or like qualification or exception and without any qualification or exception as to the scope of such audit
or other material qualification or exception, except for any such qualification or exception with respect to any indebtedness maturing within 364 days after the date
of such financial statements.  Lenders may take the position that the going concern explanatory paragraph contained in the audit report on the Company’s financial
statements as of and for the year ended December 31, 2018 does not satisfy the requirements under the Term Credit Agreement.  Under the Term Credit Agreement,
if notice of a failure to comply with the reporting covenant is given to the Company by the lenders, an event of default would occur thereunder if such failure is not
cured within thirty days after such notice is given, unless such event of default is waived by the requisite lenders.  In the event of default, the debt could become
immediately due.
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The Company’s ABL Credit Agreement contains an opinion delivery requirement that corresponds to the requirement under the Term Credit Agreement, although
under the ABL Credit Agreement there is an additional requirement that the opinion be reasonably acceptable to the agent under the ABL Credit Agreement.  On
March 31, 2019 the Company obtained a waiver from the agent and lenders under the ABL Credit Agreement with respect to any event of default under the
reporting covenant that may be deemed to occur in relation to the going concern explanatory paragraph in the audit report.   Such waiver does not waive any cross-
default that may occur in the event of the occurrence of an event of default under the Term Credit Agreement as described above.
 
Kodak entered into an agreement to sell its Flexographic Packaging Division (“FPD”) on November 11, 2018.  The Company expects to close the sale of FPD as
early as April 8, 2019 and intends to use the proceeds of such sale to reduce the loans outstanding under the Term Credit Agreement.  The Company has also been
engaged in negotiations to refinance the portion of the Term Credit Agreement that will not be paid from proceeds from the sale of FPD.  The Company intends to
amend and restate or refinance the Term Credit Agreement prior to the maturity of the Term Credit Agreement or ABL Credit Agreement and prior to the date on
which any event of default would occur under the Term Credit Agreement.
 
Additionally, Kodak is facing liquidity challenges due to operating losses and negative cash flow.  Based on forecasted cash flows, there are uncertainties regarding
Kodak’s ability to meet commitments in the U.S. as they come due.  Kodak’s plans to improve cash flow include reducing interest expense by decreasing the debt
balance using proceeds from asset sales, including the sale of the Flexographic Packaging segment; further restructuring Kodak’s cost structure; and paring
investment in new technology by eliminating, slowing, and partnering with investors in product development programs.
 
The sale of the Flexographic Packaging segment and/or refinancing of the loans under the Term Credit Agreement are not solely within Kodak’s control.  Executing
agreements for the sale or a refinancing of the loans under the Term Credit Agreement and the timing for a closing of the sale or a refinancing of the loans under the
Term Credit Agreement are dependent upon several external factors outside Kodak’s control, including but not limited to, the ability of the Company to reach
acceptable agreements with different counterparties and the time required to meet conditions to closing under a sale agreement or credit facility.
 
Kodak makes no assurances regarding the likelihood, certainty or timing of consummating any asset sales, including of the Flexographic Packaging segment,
refinancing of the Company’s existing debt, or regarding the sufficiency of any such actions to meet Kodak’s debt obligations, including compliance with debt
covenants, or other commitments in the U.S. as they come due.
 
These conditions raise substantial doubt about Kodak’s ability to continue as a going concern.
 
For more information regarding the Term Credit Agreement, the ABL Credit Agreement and debt covenants see Note 9, “Debt and Capital Leases”.
 
RECLASSIFICATIONS


Certain amounts for prior periods have been reclassified to conform to the current period classification due to adoption of Accounting Standards Update (“ASU”)
ASU 2017-07, Compensation – Retirements Benefits (Topic 715): Improving the Presentation of Net Periodic Pension Cost and New Periodic Postretirement
Benefit Cost and a change in segment measure to exclude amortization of prior service costs and credits. Refer to Note 1, Summary of Significant Accounting
Policies – Recently Adopted Accounting Standards and Note 26, “Segment Information” for additional information.


USE OF ESTIMATES


The preparation of financial statements in conformity with U.S. GAAP accounting requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of commitments and contingencies at year end, and the reported amounts of revenues and expenses during the
reporting periods presented.  Actual results could differ from these estimates.


FOREIGN CURRENCY


For most subsidiaries and branches outside the U.S., the local currency is the functional currency.  The financial statements of these subsidiaries and branches are
translated into U.S. dollars as follows: assets and liabilities at year-end exchange rates; revenue, expenses and cash flows at average exchange rates; and
shareholders’ equity at historical exchange rates.  For those subsidiaries for which the local currency is the functional currency, the resulting translation adjustment
is recorded as a component of Accumulated other comprehensive loss in the accompanying Consolidated Statement of Financial Position.


For certain other subsidiaries and branches outside the U.S., operations are conducted primarily in U.S. dollars, which is therefore the functional
currency.  Monetary assets and liabilities of these foreign subsidiaries and branches, which are recorded in local currency, are remeasured at year-end exchange
rates, while the related revenue, expense, and gain and loss accounts, which are recorded in local currency, are remeasured at average exchange rates.  Non-
monetary assets and liabilities, and the related revenue, expense, and gain and loss accounts, are remeasured at historical exchange rates.  Adjustments that result
from the remeasurement of the assets and liabilities of these subsidiaries are included in Other (income) charges, net in the accompanying Consolidated Statement
of Operations.
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The effects of foreign currency transactions, including related hedging activities, are included in Other (income) charges, net, in the accompanying Consolidated
Statement of Operations.


CONCENTRATION OF CREDIT RISK


Financial instruments that potentially subject Kodak to significant concentrations of credit risk consist principally of cash and cash equivalents, receivables,
restricted cash and derivative instruments.  Kodak places its cash, cash equivalents and restricted cash with high-quality financial institutions and limits the amount
of credit exposure to any one institution.  With respect to receivables, such receivables arise from sales to numerous customers in a variety of industries, markets,
and geographies around the world.  Receivables arising from these sales are generally not collateralized.  Kodak performs ongoing credit evaluations of its
customers’ financial conditions and maintains reserves for potential credit losses and such losses, in the aggregate, have not exceeded management’s
expectations.  Counterparties to the derivative instrument contracts are major financial institutions.  Kodak has not experienced non-performance by any of its
derivative instrument counterparties.


CASH EQUIVALENTS


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


INVENTORIES


Inventories are stated at the lower of cost or market.  The cost of all of Kodak’s inventories is determined by the average cost method, which approximates current
cost.  Kodak provides inventory reserves for excess, obsolete or slow-moving inventory based on changes in customer demand, technology developments or other
economic factors.


PROPERTY, PLANT AND EQUIPMENT


Property, plant and equipment are recorded at cost, net of accumulated depreciation.  Kodak capitalizes additions and improvements while maintenance and repairs
are charged to expense as incurred.  Upon sale or other disposition, the applicable amounts of asset cost and accumulated depreciation are removed from the
accounts and the net amount, less proceeds from disposal, is charged or credited to net (loss) earnings.


Kodak calculates depreciation expense using the straight-line method over the assets’ estimated useful lives, which are as follows:
 


  
Estimated Useful


Lives
Buildings and building improvements  5-40
Land improvements  4-20
Leasehold improvements  3-20
Equipment  3-20
Tooling  1-3
Furniture and fixtures  5-10


 
Kodak depreciates leasehold improvements over the shorter of the lease term or the asset’s estimated useful life.


Equipment subject to operating leases is included in Property, plant and equipment, net in the Consolidated Statement of Financial Position.  Equipment subject to
operating leases consists of equipment rented to customers and is depreciated to estimated salvage value over its expected useful life.  Equipment operating lease
terms and depreciable lives generally vary from 3 to 7 years.


GOODWILL


Goodwill is not amortized but is required to be assessed for impairment at least annually and whenever events or changes in circumstances occur that would more
likely than not reduce the fair value of the reporting unit below its carrying amount.


When testing goodwill for impairment, Kodak may assess qualitative factors for some or all of its reporting units to determine whether it is more likely than not
(that is, a likelihood of more than 50 percent) that the fair value of a reporting unit is less than its carrying amount, including goodwill.  If Kodak determines based
on this qualitative test of impairment that it is more likely than not that a reporting unit’s fair value is less than its carrying amount or elects to bypass the qualitative
assessment for some or all of its reporting units, then a quantitative goodwill impairment test is performed to test for a potential impairment of goodwill.  The
amount of goodwill impairment, if any, is calculated as the amount by which a reporting unit’s carrying value exceeds its fair value, not to exceed the carrying
amount of goodwill.  Determining the fair value of a reporting unit involves the use of significant estimates and assumptions.  Refer to Note 5, “Goodwill and Other
Intangible Assets”.
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WORKERS’ COMPENSATION


Kodak self-insures and participates in high-deductible insurance programs with retention and per occurrence deductible levels for claims related to workers’
compensation. The estimated liability for workers’ compensation is based on actuarially estimated, discounted cost of claims, including claims incurred but not
reported.   Historical loss development factors are utilized to project the future development of incurred losses, and the amounts are adjusted based on actual claim
experience, settlements, claim development trends, changes in state regulations and judicial interpretations.  Refer to Note 7, “Other Current Liabilities” and Note
8, “Other Long-Term Liabilities” for the estimated liabilities.  Amounts recoverable from insurance companies or third parties are estimated using historical
experience and estimates of future recoveries.  Estimated recoveries are not offset against the related accrual.  The amount recorded for the estimated recoveries at
December 31, 2018 and 2017 was $20 million and $25 million, respectively, of which $17 million and $22 million, respectively, is reported in Other long-term
assets in the Consolidated Statement of Financial Position.  The remaining $3 million at each year end is reported in Other current assets in the Consolidated
Statement of Financial Position. 


REVENUE
 
Kodak’s revenue transactions include sales of products (such as components and consumables for use in Kodak and other manufacturers’ equipment and film-based
products): equipment, software, services, integrated solutions, intellectual property and brand licensing; and real estate management activities.  Revenue from
services includes extended warranty, customer support and maintenance agreements, consulting, business process services, training and education.
 
Revenue is recognized when control of the promised goods or services is transferred to customers in an amount that reflects the consideration Kodak expects to be
entitled to in exchange for those goods or services.
 
For product sales (such as plates, film, inks, chemicals and other consumables) revenue is recognized when control has transferred from Kodak to the buyer, which
may be upon shipment or upon delivery to the customer site, based on contract terms or legal requirements in certain jurisdictions. Service revenue is recognized
using the time-based method ratably over the contractual period as it best depicts when the customer receives the benefit from the service.  Service revenue for time
and materials-based agreements is recognized as services is performed.
 
Equipment is generally dependent on, and interrelated with, the underlying operating system (firm ware) and cannot function without the operating system. In these
cases, the hardware and software license are accounted for as a single performance obligation. Contracts with customers may include multiple performance
obligations including equipment, and optional software licenses and service agreements. Service agreements may be prepaid or paid over-time and range from three
months to six years. For such arrangements, revenue is allocated to each performance obligation based on its relative standalone selling price. Standalone selling
prices are based on the prices charged to customers or using expected cost-plus margin.
 
For non-complex equipment installations and software sales (Prepress and Prosper Components and Unified Workflow Solutions businesses) revenue is recognized
when control of each distinct performance obligation has transferred from Kodak to the buyer, which is generally met when the equipment or software is delivered
and installed at the customer site as delivery and installation generally occur within the same period.  For complex equipment installations or integrated software
solutions (Prosper Presses, Electrophotographic Printing Solutions Printers, Unified Workflow Solutions) revenue is deferred until receipt of customer acceptance
and control has transferred to the buyer.
 
Software licenses are sold both in bundled equipment arrangements as discussed above or on a stand-alone basis (Unified Workflow Solutions business).  Software
licenses are generally perpetual and are usually sold with post-contract support services (“PCS”) which are considered distinct performance obligations as the
customer’s use of the existing software is not dependent upon future upgrades. Kodak recognizes software revenue at the time that the customer obtains control
over the software which generally occurs upon installation while revenue allocated to the PCS is recognized over the service period.
 
In service arrangements such as consulting or business process services (Kodak Technology Solutions business) where final acceptance by the customer is required,
revenue is deferred until all acceptance criteria have been met and Kodak has a legal right to payment.
 
Kodak’s licensing revenue is comprised of software licenses as discussed above, licenses to use functional intellectual property (patents and technical know-how)
and licenses to use symbolic intellectual property (brand names and trademarks) (Consumer and Film businesses).  The timing and the amount of revenue
recognized from the licensing of intellectual property depends upon a variety of factors, including the nature of the performance obligations (functional vs.
symbolic licenses) specific terms of each agreement, and the payment terms. Aside from software licenses discussed above, Kodak’s functional licenses generally
provide the right to use functional intellectual property; therefore, non-sales/usage-based revenue is recognized when the customer has the right to use the
intellectual property while sales and usage-based royalties are recognized in the period the related sales and usage occurs.  Revenue for symbolic licenses such as
brand licenses are recognized over time.
 
Real estate management revenue consists primarily of tenant lease income, common area maintenance charges and utilities.  Usage based revenue is recognized as
earned while tenant lease income is recognized on a straight-line basis over the lease term.
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Deferred revenue is recorded when cash payments are received in advance of satisfying performance obligations such as deposits required in advance on equipment
orders, prepaid service contracts, prepaid tenant lease income or prepaid royalties on intellectual property arrangements. Interest expense is imputed for payments
received greater than one year in advance of performance.
 
Payment terms and conditions vary by contract type, although terms generally include a requirement of payment within 30 to 60 days. Kodak applies the practical
expedient with respect to implied financial components and only imputes interest for payment terms greater than one year.
 
Sales and usage-based taxes are excluded from revenues. Certain customers may receive cash-based incentives or credits, which are accounted for as variable
consideration. Kodak estimates these amounts based on the expected amount to be provided to customers.
 
Kodak expenses sales commissions when incurred if the amortization period would be one year or less. These costs are recorded in Selling, general and
administrative expenses. Kodak accrues the estimated cost of post-sale obligations, including basic product warranties, at the time of revenue recognition. Shipping
and handling costs are accounted for as fulfillment costs and are included in cost of sales.
 
Kodak does not disclose the value of unsatisfied performance obligations for contracts with an original expected length of one year or less or for which revenue is
recognized at the amount to which Kodak has the right to invoice for services performed. Performance obligations with an original expected length of greater than
one year generally consist of deferred service contracts, operating leases and licensing arrangements. As of December 31, 2018, there was approximately $70
million of unrecognized revenue from unsatisfied performance obligations. Approximately 35% of the revenue from unsatisfied performance obligations is
expected to be recognized in 2019, 30% in 2020, 15% in 2021 and 20% thereafter.


 
RESEARCH AND DEVELOPMENT COSTS


R&D costs, which include costs incurred in connection with new product development, fundamental and exploratory research, process improvement, product use
technology and product accreditation, are expensed in the period in which they are incurred.


ADVERTISING


Advertising costs are expensed as incurred and are included in Selling, general and administrative expenses in the accompanying Consolidated Statement of
Operations.  Advertising expenses amounted to $4 million and $6 million for the years ended December 31, 2018 and 2017, respectively.  


SHIPPING AND HANDLING COSTS


Amounts charged to customers and costs incurred by Kodak related to shipping and handling are included in net sales and cost of sales, respectively.


IMPAIRMENT OF LONG-LIVED ASSETS


The carrying values of long-lived assets, other than goodwill and intangible assets with indefinite useful lives, are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying values may not be recoverable.


The recoverability of the carrying values of long-lived assets is assessed by first grouping long-lived assets with other assets and liabilities at the lowest level for
which identifiable cash flows are largely independent of the cash flows of other assets and liabilities (the asset group) and, secondly, by estimating the undiscounted
future cash flows that are directly associated with and that are expected to arise from the use of and eventual disposition of such asset group.  Kodak estimates the
undiscounted cash flows over the remaining useful life of the primary asset within the asset group.  If the carrying value of the asset group exceeds the estimated
undiscounted cash flows, Kodak records an impairment charge to the extent the carrying value of the long-lived asset exceeds its fair value.  Kodak determines fair
value through quoted market prices in active markets or, if quoted market prices are unavailable, through the performance of internal analyses of discounted cash
flows.


The remaining useful lives of long-lived assets are reviewed in connection with the assessment of recoverability of long-lived assets and the ongoing strategic
review of the business and operations.  If the review indicates that the remaining useful life of the long-lived asset has changed significantly, the depreciation on
that asset is adjusted to facilitate full cost recovery over its revised estimated remaining useful life.


The carrying values of indefinite-lived intangible assets are evaluated for potential impairment annually or whenever events or changes in circumstances indicate
that it is more likely than not that the asset is impaired. Refer to Note 5, “Goodwill and Other Intangible Assets.”


INCOME TAXES


Kodak recognizes deferred tax liabilities and assets for the expected future tax consequences of operating losses, credit carry-forwards and temporary differences
between the carrying amounts and tax basis of Kodak’s assets and liabilities.  Kodak records a valuation allowance to reduce its net deferred tax assets to the
amount that is more likely than not to be realized.  For discussion of the amounts and components of the valuation allowances as of December 31, 2018 and 2017,
refer to Note 17, “Income Taxes.”
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The undistributed earnings of Kodak’s foreign subsidiaries are not considered permanently reinvested.  Kodak has recognized a deferred tax liability (net of related
foreign tax credits) on the foreign subsidiaries’ undistributed earnings. 
 
RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS
 
In February 2018, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) ASU 2018-05, “Income Taxes (Topic 740):
Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 118” (“ASU 2018-05”), which updates the income tax accounting in U.S.
generally accepted accounting principles (GAAP) to reflect the SEC interpretive guidance released on December 22, 2017, when the 2017 Act was signed into
law.  Additional information regarding the adoption of this standard is contained in Note 17, Income Taxes.
 
In March 2017, the FASB issued ASU 2017-07, Compensation—Retirements Benefits (Topic 715): Improving the Presentation of Net Periodic Pension Cost and
Net Periodic Postretirement Benefit Cost.  ASU 2017-07 requires entities to report the service cost component of net periodic pension and postretirement benefit
cost in the same line item(s) as other compensation costs arising from services rendered during the period and to report all other components of net benefit costs
outside a subtotal of income from operations. In addition, the ASU allows only the service cost component to be eligible for capitalization when applicable. Kodak
adopted ASU 2017-07 effective January 1, 2018, retrospectively for the presentation of the service cost and other cost components and prospectively for the
application of the capitalization eligibility. The components of net benefit cost are shown in Note 19, “Retirement Plans” and Note 20, “Other Postretirement
Benefits”.  The guidance impacted presentation in Kodak’s consolidated financial statements and the capitalization of costs to inventory. The presentation of the
service cost component was consistent with the requirements of the new standard. The other components (which were presented within Cost of revenues, Selling
and general administrative expenses and Research and development costs) are being presented separately on the face of the Consolidated Statement of Operations.
The segment measure of profit and loss previously included only the service cost and amortization of prior service credits components of net periodic pension and
postretirement benefit costs (refer to Note 26, “Segment Information”). Effective January 1, 2018, the segment measure of profit and loss only includes the service
cost component of net periodic pension and postretirement benefit costs and prior periods have been reclassified to conform to this presentation.  
 
In February 2017, the FASB issued ASU 2017-05, Other Income—Gains and Losses from the Derecognition of Nonfinancial Assets (Subtopic 610-20): Clarifying
the Scope of Asset Derecognition Guidance and Accounting for Partial Sales of Nonfinancial Assets. ASU 2017-05 defines in-substance nonfinancial assets,
provides guidance with respect to accounting for partial sales of nonfinancial assets and conforms the derecognition guidance on nonfinancial assets with the model
for transactions in the new revenue standard (Topic 606 as described below). Kodak adopted ASU 2017-05 effective January 1, 2018 using the modified
retrospective adoption approach.  The application of this standard did not have a material impact on Kodak’s consolidated financial statements.  
 
In January 2016, the FASB issued ASU 2016-01, Financial Instruments—Overall (Topic 825): Recognition and Measurement of Financial Assets and Financial
Liabilities. ASU 2016-01 primarily affects the accounting for equity investments, financial liabilities under the fair value option, and the presentation and disclosure
requirements for financial instruments. Under the ASU all equity investments in unconsolidated entities (other than those accounted for using the equity method of
accounting) will generally be measured at fair value through earnings. In addition, the FASB clarified guidance related to the valuation allowance assessment when
recognizing deferred tax assets resulting from unrealized losses on available-for-sale debt securities. Kodak adopted ASU 2016-01 effective January 1, 2018.  The
adoption of this guidance did not have a material impact on Kodak’s consolidated financial statements.    
 
In May 2014, the FASB issued ASU 2014-09, “Revenue from Contracts with Customers (Topic 606).” ASU 2014-09 supersedes the revenue recognition
requirements in Topic 605, “Revenue Recognition” and most industry-specific guidance. The core principle of ASU 2014-09 is that a company will recognize
revenue when it transfers promised goods or services to customers in an amount that reflects the consideration to which the company expects to be entitled in
exchange for those goods or services. In addition, the standard requires disclosure of the nature, amount, timing, and uncertainty of revenue and cash flows arising
from contracts with customers.  Kodak adopted the provisions of the new standard effective January 1, 2018 using the modified retrospective method which allows
companies to record a one-time adjustment to opening retained earnings for the cumulative effect of the standard on open contracts at the time of adoption. Kodak
derives revenue from various brand licensing arrangements, which may include upfront payments and/or sales-based royalties subject to minimum annual
guaranteed amounts. Kodak recorded a cumulative effect adjustment of approximately $10 million as a decrease to the opening balance of retained earnings related
to these arrangements. With the exception of brand license revenue, Kodak did not identify any changes in the timing of revenue recognition that resulted in a
material transition adjustment.


The cumulative effect of the changes made to the Consolidated Statement of Financial Position for January 1, 2018 for the adoption of ASU 2014-09 were as
follows.  The net reduction in opening retained earnings primarily reflected the impact related to brand licensing revenues.
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(in millions)  


Balance at
December 31,


2017  
Adjustments Due to


ASU 2014-09  


Balance at
January 1,


2018  
Liabilities           
Other current liabilities  $ 211 $ 2 $ 213 
Other long-term liabilities   202  8  210 
           
Deficit           
Accumulated Deficit   (174)  (10)  (184)


 
The impact of the adoption on the Consolidated Statement of Operations and Consolidated Statement of Financial Position are presented in the tables below.  For
the year ended December 31, 2018, Kodak recognized $3 million of the $10 million cumulative effect adjustment recorded under ASC 606, however, this revenue
was offset by $3 million of revenue under new brand licensing arrangements that was deferred under ASC 606 but would have been recognized in 2018 under ASC
605.
 


  Year Ended December 31, 2018  


(in millions)  As Reported   


Amounts without Adoption
of


ASU 2014-09   
Effect of Change
Higher (Lower)  


Revenues             
Sales  $ 1,044  $ 1,044  $ — 
Services  $ 281   281   — 


Total revenues   1,325   1,325   — 
             
Net loss  $ (16)  $ (16)  $ —


 


 
  December 31, 2018  


(in millions)  As Reported  
Balances without Adoption of


ASU 2014-09  
Effect of Change
Higher (Lower)  


Liabilities           
Other current liabilities  $ 213 $ 209 $ 4 
Other long-term liabilities   179  173  6 
           
Deficit           
Accumulated Deficit   (200)  (190)  (10)


 
RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS
 
In September 2018, the FASB issued ASU 2018-14, Compensation—Retirement Benefits—Defined Benefit Plans—General (Subtopic 715-20): Disclosure
Framework—Changes to the Disclosure Requirements for Defined Benefit Plans, which amends the disclosure requirements in ASC 715-20 by adding, clarifying,
or removing certain disclosures. ASU 2018-14 requires all entities to disclose (1) the weighted average interest crediting rates for cash balance plans and other
plans with promised interest crediting rates, and (2) an explanation of the reasons for significant gains and losses related to changes in the benefit obligation for the
period. The ASU also clarifies certain disclosure requirements for entities with two or more defined benefit pension plans when aggregate disclosures are presented.
The ASU removes other disclosures from the existing guidance, such as the requirement to disclose the effects of a one-percentage-point change in the assumed
health care cost trend rates. The ASU is effective retrospectively for fiscal years ending after December 15, 2020 (December 31, 2020 for Kodak).  Early adoption
is permitted. The standard addresses disclosures only and will not have an impact on Kodak’s consolidated financial statements.  Kodak will retrospectively adopt
the ASU December 31, 2020.
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In September 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework—Changes to the Disclosure Requirements for
Fair Value Measurement, which amends the disclosure requirements in ASC 820 by adding, changing, or removing certain disclosures. The ASU applies to
disclosures about recurring or nonrecurring fair value measurements.  The additional and/or modified disclosures relate primarily to Level 3 fair value
measurements while removing certain disclosures related to transfers between Level 1 and Level 2 of the fair value hierarchy.  The ASU is effective retrospectively,
for fiscal years beginning after December 15, 2019 (January 1, 2020 for Kodak) and interim periods within those fiscal years.  Entities are permitted to early adopt
any removed or modified disclosures but can delay adoption of the new disclosures until their effective date.  Kodak retrospectively early adopted the provisions of
the ASU that removed or modified disclosures in the fourth quarter of 2018 and expects to prospectively adopt the provisions related to new disclosures January 1,
2020.  The standard addresses disclosures only and will not have an impact on Kodak’s consolidated financial statements.
 
In August 2018, the FASB issued ASU 2018-15, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Customer’s Accounting for
Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract, which addresses how a customer should account for the costs of
implementing a cloud computing service arrangement (also referred to as a “hosting arrangement”). Under ASU 2018-15, entities should account for costs
associated with implementing a cloud computing arrangement that is considered a service contract in the same way as implementation costs associated with a
software license; implementation costs incurred in the application development stage, such as costs for the cloud computing arrangement’s integration with on-
premise software, coding, and configuration or customization, should be capitalized and amortized over the term of the cloud computing arrangement, including
periods covered by certain renewal options. The ASU is effective in fiscal years beginning after December 15, 2019 (January 1, 2020 for Kodak) including interim
periods within those fiscal years. Early adoption is permitted. The ASU should be applied either retrospectively or prospectively to all implementation costs incurred
after the date of adoption. Kodak is currently evaluating the impact and will adopt the ASU prospectively January 1, 2020.
 
In February 2018, the FASB issued ASU 2018-02, “Income Statement—Reporting Comprehensive Income (Topic 220): Reclassification of Certain Tax Effects
from Accumulated Other Comprehensive Income”. The ASU addresses certain stranded income tax effects in accumulated other comprehensive income (AOCI)
resulting from the Tax Cuts and Jobs Act (the “2017 Tax Act”). The ASU provides an option to reclassify stranded tax effects within AOCI to retained earnings in
each period in which the effect of the change in the U.S. federal corporate income tax rate in the 2017 Tax Act (or portion thereof) is recorded and requires
additional disclosures. The ASU is effective for fiscal years beginning after December 15, 2018 (January 1, 2019 for Kodak) and interim periods within those fiscal
years. Early adoption is permitted and may be applied either in the period of adoption or retrospectively to each period (or periods) in which the effect of the change
in the U.S. federal corporate income tax rate in the 2017 Tax Act is recognized.  Kodak plans to adopt the new standard on the effective date.  The adoption of this
ASU will not have an impact on the Consolidated Financial Statements as a result of Kodak’s U.S. valuation allowance.
 
In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments.  ASU
2016-13 (including amendments in ASU 2018-19) requires a financial asset (or a group of financial assets) measured at amortized cost basis to be presented at the
net amount expected to be collected.  In addition, the ASU requires credit losses relating to available-for-sale debt securities to be recorded through an allowance
for credit losses.  The amendments in this ASU broaden the information that an entity must consider in developing its expected credit loss estimate for assets
measured either collectively or individually. The new standard is effective for fiscal years, and for interim periods within those fiscal years, beginning after
December 15, 2019 (January 1, 2020 for Kodak).  Early adoption is permitted.  Kodak plans to adopt the new standard on the effective date and is currently
evaluating the impact of this ASU.  
 
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842).  Topic 842 (as amended by ASU’s 2018-01, 10, 11 and 20) requires lessees to recognize
most leases on their balance sheets as lease liabilities with corresponding right-of-use assets and eliminates certain real estate-specific provisions.  The new
standard requires lessors to account for leases using an approach that is substantially equivalent to existing guidance for sales-type leases and operating leases. The
new leasing standard is effective for fiscal years, and for interim periods within those fiscal years, beginning after December 15, 2018 (January 1, 2019 for
Kodak).  Early adoption is permitted. The original guidance required application on a modified retrospective basis to the earliest period presented.  ASU 2018-11,
Targeted improvements to ASC 842, includes an option to not restate comparative periods in transition and elect to use the effective date of ASC 842 as the date of
initial application of transition.  Kodak adopted the new standard on the effective date applying the new transition method allowed under ASU 2018-11 and
continues to evaluate the impact of adoption on its financial statements.  Kodak is continuing to accumulate all the necessary information required to properly
account for the leases under the new standard.  Kodak anticipates that the adoption of the amended lease guidance will materially increase the assets and liabilities
recorded in its Consolidated Statement of Financial Position due to the recognition of right-of-use assets and liabilities.  Kodak will also recognize a cumulative-
effect adjustment to increase retained earnings of approximately $5 million due to the derecognition of assets and deferred gain on previous sale-leaseback
transactions.  In addition, certain changes to Kodak’s systems and processes may be made related to the new lease accounting requirements.
 
NOTE 2: CASH, CASH EQUIVALENTS AND RESTRICTED CASH
 
The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the Statement of Financial Position that sums to the total
of such amounts shown in the Statement of Cash Flows:
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  As of December 31,  
(in millions)  2018   2017  
Cash and cash equivalents  $ 246  $ 343 
Restricted cash included in Other current assets   8   8 
Long-term restricted cash   11   17 
Cash included in assets held for sale   2   1 
Total cash, cash equivalents and restricted cash shown in the Statement of Cash Flows  $ 267  $ 369


 


 
Restricted cash included in Other current assets on the Statement of Financial Position primarily represents amounts which support hedging activities.
 
Long-term restricted cash as of December 31, 2018 and 2017 includes $5 million and $6 million, respectively, of security posted related to Brazilian legal
contingencies.  Long-term restricted cash as of December 31, 2018 and 2017 also included $3 million and $6 million, respectively, supporting compliance with the
Excess Availability threshold under the ABL Credit Agreement.  
 
NOTE 3:  INVENTORIES, NET
 


  As of December 31,  
(in millions)  2018   2017  
Finished goods  $ 119  $ 132 
Work in process   55   55 
Raw materials   62   59 
Total  $ 236  $ 246


 


 
NOTE 4:  PROPERTY, PLANT AND EQUIPMENT, NET AND EQUIPMENT SUBJECT TO OPERATING LEASES, NET
 


  As of December 31,  
(in millions)  2018   2017  
Land  $ 70  $ 79 
Buildings and building improvements   171   168 
Machinery and equipment   417   414 
Construction in progress   10   17 
   668   678 
Accumulated depreciation   (422)   (384)
Property, plant and equipment, net  $ 246  $ 294


 


 
Depreciation expense was $59 million and $60 million for the years ended December 31, 2018 and 2017, respectively.
 
During the first quarter of 2017, Kodak recorded a pre-tax charge of $8 million to adjust the Prosper fixed asset carrying value to the amount that would have been
recorded had the Prosper fixed assets been continuously classified as held and used. Refer to Note 15, “Other Operating Expense (Income), net”.  
 
Equipment subject to operating leases and the related accumulated depreciation were as follows:
 


  As of December 31,  
(in millions)  2018   2017  
Equipment subject to operating leases  $ 34  $ 40 
Accumulated depreciation   (19)   (18)
Equipment subject to operating leases, net  $ 15  $ 22


 


 
Minimum future rental revenues on operating leases with original terms of one year or longer are not significant to Kodak.
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NOTE 5:  GOODWILL AND OTHER INTANGIBLE ASSETS


The following table presents the changes in the carrying value of goodwill by reportable segment.  The Enterprise Inkjet Systems, Advanced Materials and 3D
Printing Technology, and Eastman Business Park segments do not have goodwill and are therefore not presented.
 
(in millions)  


Print
Systems   


Software and
Solutions   


Consumer
and Film   Consolidated Total  


Balance as of December 31, 2016  $ 56  $ 6  $ 6  $ 68 
Impairment   (56)   —   —   (56)
Balance as of December 31, 2017   —   6   6   12 
Impairment   —   —   —   — 
Balance as of December 31, 2018  $ —  $ 6  $ 6  $ 12


 


 
Gross goodwill and accumulated impairment losses were $76 million and $64 million as of December 31, 2018 and 2017, respectively.
 
The Print Systems segment has two goodwill reporting units: Prepress Solutions and Electrophotographic Printing Solutions. The Software and Solutions segment
has two goodwill reporting units: Kodak Technology Solutions and Unified Workflow Solutions.  The Consumer and Film segment has two goodwill reporting
units: Consumer Products and Motion Picture, Industrial Chemicals and Films.  The Enterprise Inkjet Systems segment, Advanced Materials and 3D Printing
segment and the Eastman Business Park segment each have one goodwill reporting unit.
 
Based upon the results of Kodak’s December 31, 2018 annual impairment test, no impairment of goodwill is indicated.
 
Given the decline in Kodak’s financial projections in 2017 and in its market capitalization from the 2016 goodwill impairment test, Kodak performed an interim
goodwill impairment test as of September 30, 2017.  Kodak utilized the discounted cash flow method and guideline public company method for the reporting units
with goodwill.  For these reporting units, Kodak selected equal weighting of the guideline public company method and the discounted cash flow method as the
valuation approaches produced comparable ranges of fair value.  Fair values for the other reporting units were estimated using the discounted cash flow method
only.
 
Based upon the results of Kodak’s September 30, 2017 analysis, Kodak concluded that the Prepress Solutions reporting unit’s carrying value exceeded its fair value
and recorded a pre-tax goodwill impairment loss of $56 million in the Consolidated Statement of Operations.  No impairment of goodwill was indicated for the
other reporting units.
 
The gross carrying amount and accumulated amortization by major intangible asset category as of December 31, 2018 and 2017 were as follows:
 


  As of December 31, 2018
  Gross Carrying   Accumulated       Weighted-Average
(in millions)  Amount   Amortization   Net   Amortization Period
Technology-based  $ 99  $ 70  $ 29  6 years
Kodak trade name   25   —   25  Indefinite life
Customer-related   11   7   4  5 years
Other   3   1   2  20 years
Total  $ 138  $ 78  $ 60  


 


 
  As of December 31, 2017


  Gross Carrying   Accumulated       Weighted-Average
(in millions)  Amount   Amortization   Net   Amortization Period
Technology-based  $ 99  $ 60  $ 39  6 years
Kodak trade name   38   —   38  Indefinite life
Customer-related   11   6   5  6 years
Other   3   1   2  21 years
Total  $ 151  $ 67  $ 84  


 


 
In the fourth quarter of 2018 and 2017, Kodak concluded the carrying value of the Kodak trade name exceeded its fair value.  Pre-tax impairment charges of $13
million and $2 million, respectively, are included in Other operating expense (income), net in the Consolidated Statement of Operations.
 
In the third quarter of 2017, due to canceling its copper mesh touch screen program, Kodak wrote off related intangible assets with a gross carrying amount of $33
million and accumulated amortization of $21 million and recorded an impairment charge of $12 million.
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During the first quarter of 2017, Kodak recorded a pre-tax charge of $4 million to adjust the Prosper intangible asset carrying value to the amount that would have
been recorded had the Prosper intangible assets been continuously classified as held and used. Refer to Note 15, “Other Operating Expense (Income), net” and Note
27, “Discontinued Operations”.
 
Amortization expense related to intangible assets was $11 million and $17 million for the years ended December 31, 2018 and 2017, respectively. 


Estimated future amortization expense related to intangible assets that are currently being amortized as of December 31, 2018 was as follows:
 


(in millions)     
2019  $ 7 
2020   6 
2021   5 
2022   5 
2023   4 
2024 and thereafter   8 
Total  $ 35


 


 
 
NOTE 6:  OTHER LONG-TERM ASSETS
 
 


  As of December 31,  
(in millions)  2018   2017  
Pension assets  $ 82  $ 43 
Estimated workers' compensation recoveries   17   22 
Long-term receivables, net of allowance of $4 million and $4 million   13   15 
Other   32   33 


Total  $ 144  $ 113
 


 
 
NOTE 7:  OTHER CURRENT LIABILITIES
 


  As of December 31,  
(in millions)  2018   2017  
Employment-related liabilities  $ 42  $ 45 
Deferred revenue   34   29 
Customer rebates   26   27 
Deferred consideration on disposed businesses (1)   24   10 
Workers' compensation   9   10 
Restructuring liabilities   8   10 
Other   70   80 


Total  $ 213  $ 211
 


 
 (1) On September 3, 2013, Kodak consummated the sale of certain assets and the assumption of certain liabilities of the Personalized Imaging and Document


Imaging Businesses (“PI/DI Businesses”) to the trustee of the U. K. pension plan (and/or its subsidiaries, collectively the “KPP Purchasing Parties”) for
net cash consideration of $325 million. Up to $35 million in aggregate of the purchase price is subject to repayment if the PI/DI Business does not achieve
certain annual adjusted EBITDA targets over the four-year period ending December 31, 2018.  The PI/DI Business did not achieve the adjusted annual
EBITDA target for 2017, 2016 or 2015.  The amounts owed for 2015 and 2016 were paid in 2016 and 2017, respectively.  The amount owed for 2017 of
$10 million was paid in January 2019.  The maximum potential payment related to the year ending December 31, 2018 of $14 million was accrued at the
time of the divestiture of the business.


 
The customer rebate amounts will potentially be settled through customer deductions applied to outstanding trade receivables in lieu of cash payments.
 
The Other component above consists of other miscellaneous current liabilities that, individually, were less than 5% of the total current liabilities component within
the Consolidated Statement of Financial Position, and therefore, have been aggregated in accordance with Regulation S-X.
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NOTE 8:  OTHER LONG-TERM LIABILITIES
 


  As of December 31,  
(in millions)  2018   2017  
Workers' compensation  $ 83  $ 96 
Asset retirement obligations   48   43 
Deferred taxes   14   16 
Environmental liabilities   10   12 
Deferred consideration on disposed businesses   —   14 
Other   24   21 


Total  $ 179  $ 202
 


 
The Other component above consists of other miscellaneous long-term liabilities that, individually, were less than 5% of the total liabilities component in the
accompanying Consolidated Statement of Financial Position, and therefore, have been aggregated in accordance with Regulation S-X.
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NOTE 9:  DEBT AND CAPITAL LEASES


Debt and capital leases and related maturities and interest rates were as follows at December 31, 2018 and 2017 (in millions):
 


          As of December 31,  
          2018   2017  


(in millions)  Type  Maturity  
Weighted-Average


Effective
Interest Rate   Carrying Value   Carrying Value  


Current portion:                 
  Term note    8.84%   $ 394  $ — 
  Capital leases    Various    2   3 
  Other debt    Various    —   1 


           396   4 
                 


Non-current portion:                 
  Term note  2019  8.84%    —   393 
  Capital leases  Various  Various    3   4 
  Other debt  Various  Various    2   2 


           5   399 
          $ 401  $ 403


 


 
Annual maturities of debt and capital leases outstanding at December 31, 2018, were as follows (in millions):  
 
 


(in millions)  


Carrying
Value   


Maturity
Value  


2019  $ 396  $ 397 
2020   1   1 
2021   1   1 
2022   1   1 
2023   —   — 
2024 and thereafter   2   2 
Total  $ 401  $ 402


 


 
On September 3, 2013, the Company entered into (i) a Senior Secured First Lien Term Credit Agreement (the “Term Credit Agreement”) with the lenders party
thereto (the “First Lien Lenders”), JPMorgan Chase Bank, N.A. as administrative agent, and J.P. Morgan Securities LLC, Barclays Bank PLC, and Merrill Lynch,
Pierce, Fenner & Smith Inc. as joint lead arrangers and joint bookrunners, and (ii) a Senior Secured Second Lien Term Credit Agreement (the “Second Lien Term
Credit Agreement,” and together with the Term Credit Agreement, the “Term Credit Agreements”), with the lenders party thereto (the “Second Lien Lenders,” and
together with the First Lien Lenders, the “Term Credit Lenders”), Barclays Bank PLC as administrative agent, and J.P. Morgan Securities LLC, Barclays Bank PLC
and Merrill Lynch, Pierce, Fenner & Smith Inc. as joint lead arrangers and joint bookrunners.  Additionally, the Company and its U.S. subsidiaries (the “Subsidiary
Guarantors”) entered into an Asset Based Revolving Credit Agreement (the “ABL Credit Agreement” and together with the Term Credit Agreements, the “Credit
Agreements”) with the lenders party thereto (the “ABL Lenders” and together with the First Lien Lenders and the Second Lien Lenders, the “Lenders”) and Bank
of America N.A. as administrative agent and collateral agent, Barclays Bank PLC as syndication agent and Merrill Lynch, Pierce, Fenner & Smith Inc., Barclays
Bank PLC and J.P. Morgan Securities LLC as joint lead arrangers and joint bookrunners.  Pursuant to the terms of the Credit Agreements, the Term Credit Lenders
provided the Company with term loan facilities in an aggregate principal amount of $695 million, consisting of $420 million of first-lien term loans (the “First Lien
Loans”) and $275 million of second-lien term loans (the “Second Lien Loans”).  Net proceeds from the Term Credit Agreements were $664 million ($695 million
aggregate principal less $15 million stated discount and $16 million in debt transaction costs). The loans  made under the Term Credit Agreement become due on
the earlier to occur of (i) the maturity date of September 3, 2019 or (ii) the acceleration of such loans following the occurrence of an event of default (as defined in
the Term Credit Agreement).  The Second Lien Term Credit Agreement was prepaid and terminated on November 15, 2016  using the proceeds from the sale of
Series A Preferred Stock together with cash on hand.  
 
The Credit Agreements limit, among other things, the Company’s and the Subsidiary Guarantors’ ability to (i) incur indebtedness, (ii) incur or create liens,
(iii) dispose of assets, (iv) make restricted payments (including dividend payments, et al.) and (v) make investments.  In addition to other customary affirmative
covenants, the Credit Agreements provide for a periodic delivery by the Company of its various financial statements as set forth in the Credit Agreements.  Events
of default under the Credit Agreements include, among others, failure to pay any loan, interest or other amount due under the applicable credit agreement, breach of
specific covenants and a change of control of the Company.  Upon an event of default, the applicable lenders may declare the outstanding obligations under the
applicable credit agreement to be immediately due and payable and exercise other rights and remedies provided for in such Credit Agreements.
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The First Lien Loans bear interest at the rate of LIBOR plus 6.25% per annum, with a LIBOR floor of 1% or Alternate Base Rate (as defined in the Term Credit
Agreement) plus 5.25%.  Under the ABL Credit Agreement, the ABL Loans bore interest at the rate of LIBOR plus 2.75%-3.25% per annum or Base Rate (as
defined in the ABL Credit Agreement) plus 1.75%-2.25% per annum, based on Excess Availability (as defined in the ABL Credit Agreement) until the ABL Credit
Agreement was amended as discussed below.  Each existing and future direct or indirect U.S. subsidiary of the Company (other than immaterial subsidiaries,
unrestricted subsidiaries and certain other subsidiaries) have agreed to provide unconditional guarantees of the obligations of the Company under the Credit
Agreements. Subject to certain exceptions, obligations under the Term Credit Agreement are secured by: (i) a first lien on all assets of the Company and the
Subsidiary Guarantors, other than the ABL Collateral (as defined below), including a first lien on 100% of the stock of material domestic subsidiaries and 65% of
the stock of material first-tier foreign subsidiaries (collectively the “Term Collateral”) and (ii) a second lien on the ABL Collateral. Obligations under the Asset
Based Revolving Credit Agreement are secured by: (i) a first lien on cash, accounts receivable, inventory, machinery and equipment (the “ABL Collateral”) and
(ii) a second lien on the Term Collateral.  The aggregate carrying value of the Term Collateral and ABL Collateral as of December 31, 2018 and 2017 was $1,310
million and $1,385 million, respectively.
 
The Company may voluntarily prepay the First Lien Loans. 
 
As defined in the Term Credit Agreement, the Company is required to prepay loans with net proceeds from asset sales, recovery events or issuance of indebtedness,
subject to, in the case of net proceeds received from asset sales or recovery events, reinvestment rights by the Company in assets used or usable by the business
within certain time limits.  On October 2, 2017, Kodak prepaid $6 million of principal under the Term Credit Agreement from proceeds from a royalty
payment.  On July 7, 2016, Kodak prepaid $5 million of principal under the Term Credit Agreement from proceeds received from the sale of a business.  Under the
terms of the Term Credit Agreement, the prepayments were applied first to the installment principal payments of $4 million due over the next twelve months, then
ratably to the remaining scheduled payments.  With the prepayments, Kodak does not owe any future scheduled principal payments until the maturity date of the
loan.
 
On an annual basis, the Company will prepay on June 30 of the following fiscal year loans in an amount equal to a percentage of Excess Cash Flow (“ECF”) as
defined in the Term Credit Agreement, provided no such prepayment is required if such prepayment would cause U.S. liquidity (as defined in the Term Credit
Agreement) to be less than $100 million or the Secured Leverage ratio is less than 2.25 to 1.00.  For the years ended December 31, 2018 and 2017, ECF was a
negative amount.  For 2016, the Secured Leverage Ratio was below 2.25 to 1.00.  Therefore, no prepayments of First Lien term debt have been required.  Any
mandatory prepayments as described above shall be reduced by any mandatory prepayments of the First Lien Loans.
 
Under the Term Credit Agreement, the Company is required to maintain a Secured Leverage Ratio (as defined therein) not to exceed specified levels. The Secured
Leverage Ratio under the Term Credit Agreement is tested at the end of each quarter based on the prior four quarters.  The maximum Secured Leverage Ratio
permitted under the Term Credit Agreement declined on June 30, 2015 from 3.75:1 to 3.25:1 and further declined on December 31, 2015 from 3.25:1 to 2.75:1,
with no further adjustments for the remainder of the agreement.  
 
Under the terms of the Credit Agreements, the Company may designate Restricted Subsidiaries as Unrestricted Subsidiaries provided the aggregate sales of all
Unrestricted Subsidiaries are less than 7.5% of the consolidated sales of Kodak and the aggregate assets of all Unrestricted Subsidiaries are less than 7.5% of
Kodak’s consolidated assets. Further, under the ABL Credit Agreement, on a pro forma basis at the time of designation and immediately after giving effect thereto,
Excess Availability must be at least $30 million and the pro forma Fixed Charge Coverage Ratio must be no less than 1.0 to 1.0. Upon designation of Unrestricted
Subsidiaries, the Company is required to provide to the Lenders reconciling statements to eliminate all financial information pertaining to Unrestricted Subsidiaries
which is included in its annual and quarterly financial statements.
 
In March 2018, the Company designated five subsidiaries as Unrestricted Subsidiaries, Kodak PE Tech, LLC, Kodak LB Tech, LLC, Kodak Realty, Inc., Kodakit
Singapore Pte. Limited and KP Services (Jersey) Ltd. This action allowed the Company to better position assets which may be monetized in the future and address
costs related to underutilized properties. Collectively, these subsidiaries have sales of approximately $12 million for the year ended December 31, 2018 and assets
of $21 million as of December 31, 2018, which represent 1% and 1%, respectively, of Kodak’s consolidated sales for the year ended December 31, 2018 and
consolidated assets as of December 31, 2018.  Each of the capitalized but undefined terms has the meaning ascribed to such term in the Credit Agreements.
EBITDA of the Unrestricted Subsidiaries, as calculated under the Term Credit Agreement and the ABL Credit Agreement, is a loss and is excluded from the
calculation of the Secured Leverage Ratio. Therefore, designating these Subsidiaries as Unrestricted had the impact of improving the Secured Leverage Ratio.
 
Kodak intends to conduct its operations in a manner that will result in continued compliance with the secured leverage ratio covenant; however, future compliance
may depend on Kodak undertaking one or more actions, such as the repatriation of cash into the U.S., the management of operating cash outflows, the designation
of subsidiaries as Unrestricted Subsidiaries, a monetization of assets, a debt refinancing, the raising of equity capital, or a similar transaction.
 
See also the Going Concern subsection of Note 1, “Basis of Presentation and Recent Accounting Pronouncements”.
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ABL Credit Agreement
 
On May 26, 2016, the Company and certain of its domestic subsidiaries (the “Subsidiary Guarantors”) entered into an Amended and Restated Credit Agreement
(the “ABL Credit Agreement”) with the lenders party thereto (the “Lenders”), Bank of America, N.A., as administrative and collateral agent, and Bank of America,
N.A. and JPMorgan Chase Bank, N.A., as joint lead arrangers and joint bookrunners, which amended and restated the existing Asset Based Revolving Credit
Agreement, dated as of September 3, 2013 (the “Prior Credit Agreement”). Each of the capitalized but undefined terms used in the context of describing the ABL
Credit Agreement has the meaning ascribed to such term in the ABL Credit Agreement.
 
The ABL Credit Agreement decreased the aggregate amount of commitments from $200 million to $150 million and extended the maturity date to the earlier of
May 26, 2021 or the date that is 90 days prior to the earliest scheduled maturity date of any of the Company’s outstanding term loans or refinancings thereof, of
which the earliest maturity date is currently September 3, 2019.   The ABL Credit Agreement, among other things, lowered reserve requirements by eliminating the
Availability Block and removed the ability to use Qualified Cash to support Excess Availability.
 
Each existing direct or indirect U.S. subsidiary of the Company (other than Immaterial Subsidiaries, Unrestricted Subsidiaries and certain other subsidiaries) has
reaffirmed its unconditional guarantee (and any such future subsidiaries must provide an unconditional guarantee) of the obligations of the Company under the
ABL Credit Agreement.
 
The Lenders will make available asset-based revolving loans (the “ABL Loans”) and letters of credit in an aggregate amount of up to $150 million, subject to the
Borrowing Base.  The Company has issued approximately $85 million and $96 million of letters of credit under the ABL Credit Agreement as of December 31,
2018 and 2017.  The Company had approximately $19 million and $20 million of Excess Availability under the ABL Credit Agreement as of December 31, 2018
and 2017.  Availability is subject to the borrowing base calculation, reserves and other limitations.
 
The ABL Loans bear interest at the rate of LIBOR plus 2.25% - 2.75% per annum or Base Rate plus 1.25% - 1.75% per annum based on Excess Availability.
 
Excess Availability is equal to the sum of (i) 85% of the amount of the Eligible Receivables less a Dilution Reserve, (ii) the lesser of 85% of Net Orderly
Liquidation Value or 75% of the Eligible Inventory (iii) the lesser of 75% of Orderly Liquidation Value of Eligible Equipment or $11 million, as of December 31,
2018 (which $11 million decreases by $1 million per quarter) and (iv) Eligible Cash less (a) Rent and Charges Reserves, (b) Principal Outstanding and (c)
Outstanding Letters of Credit.
 
Under the ABL Credit Agreement, Kodak is required to maintain a minimum Fixed Charge Coverage Ratio of 1.00 to 1.00 when Excess Availability is less than
12.5% of lender commitments.  As of December 31, 2018 and 2017 12.5% of lender commitments were $18.75 million. 
 
If Excess Availability falls below 12.5% of lender commitments, Kodak may, in addition to the requirement to be in compliance with the minimum Fixed Charge
Coverage Ratio, become subject to cash dominion control.  Since Excess Availability was greater than 12.5% of lender commitments at December 31, 2017, Kodak
is not required to have a minimum Fixed Charges Coverage Ratio of 1.0 to 1.0.
 
As of December 31, 2018 and 2017, Kodak had funded $3 million and $6 million, respectively, to the Eligible Cash account, held with the ABL Credit Agreement
Administrative Agent, which is classified as Restricted cash in the Consolidated Statement of Financial Position.
 
Reporting requirements under the Term Credit Agreement require the Company to provide annual audited financial statements accompanied by an opinion of an
independent public accountant without a “going concern” or like qualification or exception and without any qualification or exception as to the scope of such audit
or other material qualification or exception, except for any such qualification or exception with respect to any indebtedness maturing within 364 days after the date
of such financial statements.  Lenders may take the position that the going concern explanatory paragraph contained in the audit report on the Company’s financial
statements as of and for the year ended December 31, 2018 does not satisfy the requirements under the Term Credit Agreement.  Under the Term Credit Agreement,
if notice of a failure to comply with the reporting covenant is given to the Company by the lenders, an event of default would occur thereunder if such failure is not
cured within thirty days after such notice is given, unless such event of default is waived by the requisite lenders.  In the event of default, the debt could become
immediately due.
 
The Company’s ABL Credit Agreement contains an opinion delivery requirement that corresponds to the requirement under the Term Credit Agreement, although
under the ABL Credit Agreement there is an additional requirement that the opinion be reasonably acceptable to the agent under the ABL Credit Agreement.  On
March 31, 2019 the Company obtained a waiver from the agent and lenders under the ABL Credit Agreement with respect to any event of default under the
reporting covenant that may be deemed to occur in relation to the going concern explanatory paragraph in the audit report.   Such waiver does not waive any cross-
default that may occur in the event of the occurrence of an event of default under the Term Credit Agreement as described above.
 
The Company intends to repay the Term Credit Agreement using proceeds from the sale of the Flexographic Packaging segment and to amend and restate or
refinance the Term Credit Agreement prior to the maturity of the Term Credit Agreement or ABL Credit Agreement and prior to the date on which any event of
default would occur under the Term Credit Agreement.
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NOTE 10: REDEEMABLE, CONVERTIBLE SERIES A PREFERRED STOCK
 
On November 15, 2016, the Company issued 2,000,000 shares of 5.50% Series A Convertible Preferred Stock, no par value per share (the “Series A Preferred
Stock”), for an aggregate purchase price of $200 million, or $100 per share pursuant to a Series A Preferred Stock Purchase Agreement (the “Purchase
Agreement”) with Southeastern Asset Management, Inc. (“Southeastern”) and Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret
Mutual Pension Trust, which are investment funds managed by Southeastern (such investment funds, collectively, the “Purchasers”), dated November 7, 2016.  The
Company received net proceeds of $198 million after issuance costs.  
 
The Company has classified the Series A Preferred Stock as temporary equity in the Consolidated Statement of Financial Position.  
 
Dividend and Other Rights
On November 14, 2016, the Company filed with the Department of Treasury of the State of New Jersey a Certificate of Amendment to the Second Amended and
Restated Certificate of Incorporation of the Company (the “Certificate of Designations”) which established the designation, number of shares, rights, preferences
and limitations of the Series A Preferred Stock which became effective upon filing.  The Series A Preferred Stock ranks senior to the Company’s common stock
(“Common Stock”) with respect to dividend rights and rights on liquidation, winding-up and dissolution.  The Series A Preferred Stock has a liquidation preference
of $100 per share, and the holders of Series A Preferred Stock are entitled to cumulative dividends payable quarterly in cash at a rate of 5.50% per annum.  Until
the third quarter of 2018 all dividends owed on the Series A Preferred Stock were declared and paid when due.  No quarterly dividend was declared in the third or
fourth quarters of 2018.  
 
Holders of Series A Preferred Stock are entitled to vote together with the holders of the Common Stock as a single class, in each case, on an as-converted basis,
except where a separate class vote is required by law.  Holders of Series A Preferred Stock have certain limited special approval rights, including with respect to the
issuance of pari passu or senior equity securities of the Company.  
 
The Purchasers have the right to nominate members to the Company’s board of directors proportional to their ownership on an as converted basis, which initially
allows the Purchasers to nominate two members to the board.  If dividends on any Series A Preferred Stock are in arrears for six or more consecutive or non-
consecutive dividend periods, the holders of Series A Preferred Stock, voting with holders of all other preferred stock of the Company whose voting rights are then
exercisable, will be entitled to vote for the election of two additional directors in the next annual meeting and all subsequent meetings until all accumulated
dividends on such Series A Preferred Stock and other voting preferred stock have been paid or set aside. The nomination right of the Purchasers will be reduced by
two nominees at any time the holders of Series A Preferred Stock have the right to elect, or participate in the election of, two additional directors. Two of the
directors on the Company’s current board of directors were nominated by the Purchasers.
 
Conversion Features
Each share of Series A Preferred Stock is convertible, at the option of each holder at any time, into shares of Common Stock at the initial conversion rate of 5.7471
(equivalent to an initial conversion price of $17.40 per share of Common Stock).  If a holder elects to convert any shares of Series A Preferred Stock during a
specified period in connection with a fundamental change (as defined in the Certificate of Designations), the conversion rate will be adjusted under certain
circumstances and such holder will also be entitled to a payment in respect of accumulated dividends. If a holder elects to convert any shares of Series A Preferred
Stock during a specified period following a reorganization event (as defined in the Certificate of Designations), such holder can elect to have the conversion rate
adjusted. In addition, the Company will have the right to require holders to convert any shares of Series A Preferred Stock in connection with certain reorganization
events, in which case the conversion rate will be adjusted under certain circumstances.  If shares of Series A Preferred Stock are not converted in connection with a
reorganization event, such shares will become convertible into the exchanged property from the reorganization event.
    
The Company will have the right to convert Series A Preferred Stock into Common Stock at any time after the second anniversary of the initial issuance, if the
closing price of the Common Stock has equaled or exceeded 125 percent of the then-effective conversion price for 45 trading days within a period of 60
consecutive trading days, with the last trading day of such 60 day period ending on the trading day immediately preceding the business day on which the Company
issues a press release announcing the mandatory conversion.  
 
The initial conversion rate and the corresponding conversion price are subject to customary anti-dilution adjustments as well as an adjustment if the Company is
obligated to make a cash payment under the settlement agreement relating to the remediation of historical environmental liabilities at EBP, as discussed in Note 12,
“Guarantees”.
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The Company concluded that the Series A Preferred Stock is considered more akin to a debt-type instrument and that the economic characteristics and risks of the
embedded conversion features, except where the conversion price is increased to the liquidation preference, were not considered clearly and closely related to the
Series A Preferred Stock.  Accordingly, these embedded conversion features were bifurcated from the Series A Preferred Stock and separately accounted for on a
combined basis at fair value as a single derivative.  The Company allocated $43 million of the net proceeds received to the derivative liability based on the
aggregate fair value of the embedded conversion features on the date of issuance which reduced the original carrying value of the Series A Preferred Stock.  The
derivative is being accounted for at fair value with subsequent changes in the fair value being reported as part of Other (income) charges, net in the Consolidated
Statement of Operations. The fair value of the derivative as of December 31, 2018 and 2017 was an asset of $4 million and is included within Other long-term
assets in the accompanying Consolidated Statement of Financial Position. Refer to Note 13, “Financial Instruments” for information on the valuation of the
derivative.
 
The carrying value of the Series A Preferred Stock at the time of issuance, $155 million ($200 million aggregate gross proceeds less $43 million allocated to the
derivative liability and $2 million in transaction costs) is being accreted to the mandatory redemption amount using the effective interest method to Additional paid
in capital in the Consolidated Statement of Financial Position as a deemed dividend from the date of issuance through the mandatory redemption date, November
15, 2021.
 
Redemption Features
If any shares of Series A Preferred Stock have not been converted prior to the fifth anniversary of the initial issuance of the Series A Preferred Stock, the Company
is required to redeem such shares at $100 per share plus the amount of accrued and unpaid dividends.  As the Company concluded that the Series A Preferred Stock
is considered more akin to a debt-type instrument, the redemption feature is considered to be clearly and closely related to the host contract and therefore was not
required to be separated from the Series A Preferred Stock.  
 
Series A Registration Rights Agreement
On November 15, 2016, the Company, Southeastern and the Purchasers entered into a Registration Rights Agreement (the “Series A Registration Rights
Agreement”), pursuant to which the Company agreed to register under the Securities Act and take certain actions with respect to the offer and sale by the
Purchasers of shares of Series A Preferred Stock purchased by the Purchasers and shares of Common Stock issuable upon conversion of the Series A Preferred
Stock and issuable pursuant to the terms of the Series A Preferred Stock (the “Series A registrable securities”).
 
Pursuant to the Registration Rights Agreement, the Company has filed with the SEC a shelf registration statement on Form S-3 that relates to the resale of the
Series A registrable securities and such registration statement has been declared effective by the SEC.  Upon the written demand of the relevant Purchaser(s), the
Company will facilitate a “takedown” of Series A registrable securities off of the registration statement but the Purchaser(s) may not, individually or collectively,
make more than four demands in the aggregate. Any demand for an underwritten offering of Series A Preferred Stock must have an aggregate market value (based
on the most recent closing price of the Common Stock into which the Series A Preferred Stock is convertible at the time of the demand) of at least $75 million.
 
The Series A Registration Rights Agreement does not entitle the Purchasers to piggyback registration rights.  The Series A Registration Rights Agreement is
binding upon the parties thereto and their successors and will inure to the benefit of each Purchaser and its successors and permitted assigns. Neither party may
assign the Series A Registration Rights Agreement without the prior written consent of the other party.
 
NOTE 11:  COMMITMENTS AND CONTINGENCIES


Asset Retirement Obligations
Kodak’s asset retirement obligations primarily relate to asbestos contained in buildings that Kodak owns.  In many of the countries in which Kodak operates,
environmental regulations exist that require Kodak to handle and dispose of asbestos in a special manner if a building undergoes major renovations or is
demolished.  Otherwise, Kodak is not required to remove the asbestos from its buildings.  Kodak records a liability equal to the estimated fair value of its obligation
to perform asset retirement activities related to the asbestos, computed using an expected present value technique, when sufficient information exists to calculate
the fair value.  Kodak does not have a liability recorded related to every building that contains asbestos because Kodak cannot estimate the fair value of its
obligation for certain buildings due to a lack of sufficient information about the range of time over which the obligation may be settled through demolition,
renovation or sale of the building.


The following table provides asset retirement obligation activity (in millions):
 


  For the Year Ended December 31,  
  2018   2017  


Asset Retirement Obligations at start of period  $ 43  $ 38 
Liabilities incurred in the current period   3   2 
Liabilities settled in the current period   (3)   (1)
Accretion expense   2   1 
Revision in estimated cash flows   3   3 
Asset Retirement Obligations at end of period  $ 48  $ 43  
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Other Commitments and Contingencies
The Company and its subsidiaries have entered into operating leases for various real estate and equipment needs.  Rental expense in the years ended December 31,
2018 and 2017 amounted to $21 million and $22 million, respectively, net of sublease income of $7 million in each year.


As of December 31, 2018, the Company had outstanding letters of credit of $85 million issued under the ABL Credit Agreement as well as bank guarantees and
letters of credit of $3 million, surety bonds in the amount of $40 million, and restricted cash and deposits of $25 million, primarily to support compliance with the
Excess Availability threshold under the ABL Credit Agreement, to ensure the payment of possible casualty and workers compensation claims, environmental
liabilities, legal contingencies, rental payments, and to support various customs, hedging, tax and trade activities.  The restricted cash and deposits are recorded in
Restricted cash, Other current assets and Other long-term assets in the Consolidated Statement of Financial Position.


Kodak’s Brazilian operations are involved in various litigation matters and have received or been the subject of numerous governmental assessments related to
indirect and other taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and contract labor.  The tax matters,
which comprise the majority of the litigation matters, are primarily related to federal and state value-added taxes.  Kodak is disputing these matters and intends to
vigorously defend its position.  Kodak routinely assesses all these matters as to the probability of ultimately incurring a liability in its Brazilian operations and
records its best estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.  As of December 31, 2018, the unreserved portion of
these contingencies, inclusive of any related interest and penalties, for which there was at least a reasonable possibility that a loss may be incurred, amounted to
approximately $10 million.


In connection with assessments in Brazil, local regulations may require Kodak to post security for a portion of the amounts in dispute. As of December 31, 2018,
Kodak has posted security composed of $5 million of pledged cash reported within Restricted cash in the Consolidated Statement of Financial Position and liens on
certain Brazilian assets with a net book value of approximately $60 million.  Generally, any encumbrances on the Brazilian assets would be removed to the extent
the matter is resolved in Kodak's favor.


Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs, employment,
environmental, tort and health and safety matters, which are being handled and defended in the ordinary course of business.  Kodak is also subject, from time to
time, to various assertions, claims, proceedings and requests for indemnification concerning intellectual property, including patent infringement suits involving
technologies that are incorporated in a broad spectrum of Kodak’s products and claims arising out of Kodak’s licensing its brand.  These matters are in various
stages of investigation and litigation, and are being vigorously defended.  Based on information currently available, Kodak does not believe that it is probable that
the outcomes in any of these matters, individually or collectively, will have a material adverse effect on its financial condition or results of operations.  Litigation is
inherently unpredictable, and judgments could be rendered or settlements entered that could adversely affect Kodak’s operating results or cash flows in a particular
period.  Kodak routinely assesses all of its litigation and threatened litigation as to the probability of ultimately incurring a liability, and records its best estimate of
the ultimate loss in situations where it assesses the likelihood of loss as probable.
 
NOTE 12:  GUARANTEES
 
EKC guarantees obligations to third parties for some of its consolidated subsidiaries. The maximum amount guaranteed is $4 million and the outstanding amount
for those guarantees is $1 million.
 
In accordance with the terms of a settlement agreement concerning certain of the Company’s historical environmental liabilities at EBP, in the event the historical
liabilities exceed $99 million, the Company will become liable for 50% of the portion above $99 million with no limitation to the maximum potential future
payments.  There is no liability recorded related to this guarantee.
 
Indemnifications
Kodak may, in certain instances, indemnify third parties when it sells businesses and real estate, and in the ordinary course of business with its customers, suppliers,
service providers and business partners.  Additionally, Kodak indemnifies officers and directors who are, or were, serving at Kodak’s request in such
capacities.  Historically, costs incurred to settle claims related to these indemnifications have not been material to Kodak’s financial position, results of operations
or cash flows.  Further, the fair value of any right to indemnification granted during the year ended December 31, 2018 was not material to Kodak’s financial
position, results of operations or cash flows.
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Extended Warranty Arrangements
Kodak offers its customers extended warranty arrangements that are generally one year, but may range from three months to six years after the original warranty
period.  Kodak provides repair services and routine maintenance under these arrangements.  Kodak has not separated the extended warranty costs from the routine
maintenance service costs, as it is not practicable to do so.  Therefore, these costs have been aggregated in the discussion that follows.  The change in Kodak's
deferred revenue balance in relation to these extended warranty and maintenance arrangements, which is reflected in Other current liabilities in the accompanying
Consolidated Statement of Financial Position, was as follows:
 


(in millions)     
Deferred revenue on extended warranties as of December 31, 2016  $ 23 
New extended warranty and maintenance arrangements   123 
Recognition of extended warranty and maintenance arrangement
   revenue   (124)
Deferred revenue on extended warranties as of December 31, 2017   22 
New extended warranty and maintenance arrangements   105 
Recognition of extended warranty and maintenance arrangement
   revenue   (105)
Deferred revenue on extended warranties as of December 31, 2018  $ 22


 


 
Costs incurred under these extended warranty and maintenance arrangements for the years ended December 31, 2018 and 2017 amounted to $113 million and $114
million, respectively.
 
NOTE 13:  FINANCIAL INSTRUMENTS
 
Kodak, as a result of its global operating and financing activities, is exposed to changes in foreign currency exchange rates and interest rates, which may adversely
affect its results of operations and financial position.  Kodak manages such exposures, in part, with derivative financial instruments.  Foreign currency forward
contracts are used to mitigate currency risk related to foreign currency denominated assets and liabilities, as well as forecasted foreign currency denominated
intercompany assets.  Kodak’s exposure to changes in interest rates results from its investing and borrowing activities used to meet its liquidity needs.  Kodak does
not utilize financial instruments for trading or other speculative purposes.


Kodak’s foreign currency forward contracts are not designated as hedges and are marked to market through net earnings (loss) at the same time that the exposed
assets and liabilities are re-measured through net earnings (loss) (both in Other (income) charges, net in the Consolidated Statement of Operations).  The notional
amount of such contracts open at December 31, 2018 and 2017 was approximately $415 million and $534 million, respectively.  The majority of the contracts of
this type held by Kodak at December 31, 2018 were denominated in euros, Japanese yen, Chinese renminbi and Swiss francs.  The majority of the contracts of this
type held by Kodak at December 31, 2017 were denominated in Swiss francs and euros.  The net effect of foreign currency forward contracts in the results of
operations is shown in the following table:
 


  Year Ended December 31,  
(in millions)  2018   2017  
Net loss from derivatives not designated as hedging
   instruments  $ 10  $ 10


 


 
Kodak had no derivatives designated as hedging instruments for the years ended December 31, 2018 and 2017.


Kodak’s derivative counterparties are high-quality investment or commercial banks with significant experience with such instruments.  Kodak manages exposure to
counterparty credit risk by requiring specific minimum credit standards and diversification of counterparties.  Kodak has procedures to monitor the credit exposure
amounts.  The maximum credit exposure at December 31, 2018 was not significant to Kodak.


In the event of a default under the Company’s Credit Agreements, or a default under any derivative contract or similar obligation of Kodak, subject to certain
minimum thresholds, the derivative counterparties would have the right, although not the obligation, to require immediate settlement of some or all open derivative
contracts at their then-current fair value, but with liability positions netted against asset positions with the same counterparty.


As discussed in Note 10, “Redeemable, Convertible, Series A Preferred Stock”, Kodak concluded that the Series A Preferred Stock is considered more akin to a
debt-type instrument and that the economic characteristics and risks of the embedded conversion features, except where the conversion price was increased to the
liquidation preference, were not considered clearly and closely related to the Series A Preferred Stock.  The embedded conversion features not considered clearly
and closely related are the conversion at the option of the holder; the ability of Kodak to automatically convert the stock after the second anniversary of issuance
and the conversion in the event of a fundamental change or reorganization. Accordingly, these embedded conversion features were bifurcated from the Series A
Preferred Stock and separately accounted for on a combined basis as a single derivative asset or liability which is reported in Other long-term assets in the
Consolidated Statement of Financial Position as of December 31, 2018 and 2017.  The derivative is being accounted for at fair value with changes in fair value
being reported in Other (income) charges, net in the Consolidated Statement of Operations.
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Fair Value
Fair values of Kodak’s foreign currency forward contracts are determined using observable inputs (Level 2 fair value measurements) and are based on the present
value of expected future cash flows (an income approach valuation technique) considering the risks involved and using discount rates appropriate for the duration
of the contracts.  The gross fair value of foreign currency forward contracts in an asset position are reported in Other current assets in the Consolidated Statement of
Financial Position and the gross fair value of foreign currency contracts in a liability position are reported in Other current liabilities.  The gross fair value of
foreign currency forward contracts in an asset position as of December 31, 2018 and 2017 was $3 million and $7 million, respectively. The gross fair value of the
foreign currency forward contracts in a liability position as of December 31, 2018 and 2017 were $1 million in each year.
 
The fair value of the Series A Preferred Stock embedded conversion features derivative is calculated using unobservable inputs (Level 3 fair measurements).  The
value is calculated using a binomial lattice model.  The following table presents the key inputs in the determination of fair value at December 31, 2018 and 2017:
 


  Valuation Date  
(in millions)  For the Year Ended December 31,  
  2018   2017  


Total value of embedded derivative asset  $ 4  $ 4 
Kodak's closing stock price   2.55   3.10 
Expected stock price volatility   95.55%   58.22%
Risk free rate   2.46%   2.08%
Yield on the preferred stock   23.77%   22.31%


 
The Fundamental Change and Reorganization Conversion value at issuance was calculated as the difference between the total value of the Series A Preferred Stock
and the sum of the net present value of the cash flows if the Series A Preferred Stock is redeemed on its fifth anniversary and the values of the other embedded
derivatives. The Fundamental Change and Reorganization Conversion value reduces the value of the embedded conversion features derivative liability.  The
Fundamental Change and Reorganization Conversion value exceeded the value of the embedded conversion features derivative liability at December 31, 2018 and
2017 resulting in the derivative being reported as an asset.
 
The fair values of long-term borrowings were $5 million and $348 million at December 31, 2018 and 2017, respectively. Fair values of long-term borrowings
(Level 2 fair value measurements) are determined by reference to quoted market prices, if available, or by pricing models based on the value of related cash flows
discounted at current market interest rates.  At December 31, 2018, the fair value of current portion of long-term borrowings was also determined by reference to
quoted market prices of similar instruments, if available, or by pricing models based on the value of related cash flows discounted at current market interest
rates.  The fair value of the current portion of long-term borrowings was $378 million at December 31, 2018.
 
Transfers between levels of the fair value hierarchy are recognized based on the actual date of the event or change in circumstances that caused the transfer.  There
were no transfers between levels of the fair value hierarchy during the year ended December 31, 2018.


The carrying values of cash and cash equivalents and restricted cash approximate their fair values.  In addition, the fair value of the current portion of long-term
borrowings approximated its fair value at December 31, 2017.
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NOTE 14:  REVENUE
 
Disaggregation of Revenue
The following tables present revenue disaggregated by major product, portfolio summary and geography.
 
Major product:
 
  Year Ended  
  December 31, 2018  


  
Print


Systems   


Enterprise
Inkjet


Systems   
Software &
Solutions   


Consumer &
Film   


Advanced
Materials


and 3D
Printing


Technology   


Eastman
Business


Park   Total  
Plates, inks and other
   consumables  $ 685  $ 32  $ —  $ 16  $ —  $ —  $ 733 
Ongoing service
   arrangements (1)   132   79   48   3   —   —   262 


Total Annuities   817   111   48   19   —   —   995 
Equipment & Software   78   25   17   —   —   —   120 
Film and chemicals   —   —   —   159   —   —   159 
Other (2)   —   —   19   11   4   17   51 
Total  $ 895  $ 136  $ 84  $ 189  $ 4  $ 17  $ 1,325 
                             
                            


 


 
 (1) Service revenue in the Consolidated Statement of Operations includes the ongoing service revenue shown above as well as revenue from project-based


document management and managed print services businesses, which is included in Other above.
 


 (2) Other includes revenue from professional services, non-recurring engineering services, print and managed media services, tenant rent and related
property management services and licensing.


 
Product Portfolio Summary:
 
  Year Ended  
  December 31, 2018  


  Print Systems   


Enterprise
Inkjet


Systems   
Software &
Solutions   


Consumer &
Film   


Advanced
Materials and
3D Printing
Technology   


Eastman
Business Park  Total  


Growth engines (1)  $ 159  $ 84  $ 84  $ 11  $ 3  $ —  $ 341 
Strategic other businesses (2)   700   —   —   162   1   17   880 
Planned declining
   businesses (3)   36   52   —   16   —   —   104 
  $ 895  $ 136  $ 84  $ 189  $ 4  $ 17  $ 1,325
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 (1) Growth engines consist of Sonora, PROSPER, Software and Solutions, AM3D, excluding intellectual property (IP) licensing, and brand licensing.


 
 (2) Strategic Other Businesses include plates, Computer to Plate (“CTP”) and related service, and Nexpress and related toner business in the Print Systems


segment, Motion Picture and Industrial Film and Chemicals in the Consumer and Film segment, Eastman Business Park and IP licensing.
 


 (3) Planned Declining Businesses are product lines where the decision has been made to stop new product development and manage an orderly expected
decline in the installed product and annuity base. These product families consist of Consumer Inkjet in the Consumer and Film segment, Versamark in
the Enterprise Inkjet Systems segment and Digimaster in the Print Systems segment.


 
Geography (1):
  Year Ended  
  December 31, 2018  


  Print Systems   


Enterprise
Inkjet


Systems   
Software &
Solutions   


Consumer &
Film   


Advanced
Materials and
3D Printing
Technology   


Eastman
Business Park   Total  


United States  $ 234  $ 45  $ 29  $ 125  $ 4  $ 17  $ 454 
Canada   13   1   4   3   —   —   21 


North America   247   46   33   128   4   17   475 
Europe, Middle East and Africa   367   56   22   20   —   —   465 
Asia Pacific   226   31   25   41   —   —   323 
Latin America   55   3   4   —   —   —   62 
Total Sales  $ 895  $ 136  $ 84  $ 189  $ 4  $ 17  $ 1,325


 


 
 (1) Sales are reported in the geographic area in which they originate.  No non-U.S. country generated more than 10% of net sales in the year ended


December 31, 2018.
 
Contract Balances
The timing of revenue recognition, billings and cash collections results in billed trade receivables, unbilled receivables (contract assets), and customer advances and
deposits (contract liabilities) in the Consolidated Statement of Financial Position.  The contract assets are transferred to trade receivables when the rights to
consideration become unconditional.   The amounts recorded for contract assets at December 31, 2018 and 2017 were $3 million and $2 million, respectively, and
are reported in Other current assets and Trade receivables, respectively, in the Consolidated Statement of Financial Position.  The contract liabilities primarily relate
to prepaid service contracts, upfront payments for certain equipment purchases or prepaid royalties on intellectual property arrangements.  The amounts recorded
for contract liabilities at December 31, 2018 and 2017 were $48 million and $35 million, respectively, of which $42 million and $35 million, respectively, are
reported in Other current liabilities and $6 million and $0 million, respectively, are reported in Other long-term liabilities in the Consolidated Statement of Financial
Position.
 
Revenue recognized for the twelve months ended December 31, 2018 that was included in the contract liability balance at the beginning of the year was $34 million
and primarily represented revenue from prepaid service contracts and equipment revenue recognition.  Contract liabilities as of December 31, 2018 include $36
million of cash payments received during the twelve months ended December 31, 2018.
 
NOTE 15:  OTHER OPERATING EXPENSE (INCOME), NET
 


  Year Ended December 31,  
(in millions)  2018   2017  
Expense (income):         
Korea withholding tax refund (1)  $ 16  $ — 
Gains related to the sales of assets   (13)   (8)
Legal reserve changes   (6)   — 
Asset impairments (2) (3) (4)   13   24 
Prosper asset remeasurement (5)   —   12 
Other   (1)   — 


Total  $ 9  $ 28
 


 
 (1) Refer to Note 17, “Income Taxes”, section, “IRS and Korean National Tax Service Agreement”.
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 (2) In the fourth quarter of 2018, Kodak recorded an impairment charge of $13 million related to the Kodak trade name. Refer to Note 5, “Goodwill and


Other Intangible Assets.”


 (3) In the fourth quarter of 2017, Kodak recorded an impairment charge of $2 million related to the Kodak trade name. Refer to Note 5, “Goodwill and
Other Intangible Assets.”  


 (4) In the third quarter of 2017, due to canceling its copper mesh touch screen program, Kodak concluded that the carrying value of property, plant and
equipment (PP&E) and intangible assets associated with those operations exceeded their fair value. Kodak recorded pre-tax impairment charges in the
three months ended September 30, 2017 of $8 million related to the PP&E and $12 million for the intangible assets.  


 (5) In the first quarter of 2017, Kodak reduced the carrying value of Prosper fixed assets ($8 million) and intangible assets ($4 million) to the amount that
would have been recorded if the Prosper assets, which were previously presented as held for sale, had been continuously classified as held and used.
 


NOTE 16:  OTHER (INCOME) CHARGES, NET
 


  Year Ended December 31,  
(in millions)  2018   2017  
Loss on foreign exchange transactions  $ 16  $ 9 
Change in fair value of embedded conversion features
   derivative (1)   —   (47)
Interest income   —   (4)
Other   1   5 
Total  $ 17  $ (37)


 
 (1)  Refer to Note 13, “Financial Instruments”.


 
 
NOTE 17:  INCOME TAXES
 
The 2017 Tax Act was enacted on December 22, 2017. The 2017 Tax Act reduced the U.S. federal corporate income tax rate to 21 percent from 35 percent,
required companies to pay a one-time transition tax on earnings of certain foreign subsidiaries that were previously tax deferred and created new taxes on certain
foreign-sourced earnings. In 2017 and through December 22, 2018, Kodak recorded provisional amounts for certain enactment-date effects of the 2017 Tax Act
because it had not yet completed the enactment-date accounting for these effects. Kodak recorded the following impacts:
 
Reduction of the U.S. Corporate Income Tax Rate
Kodak’s deferred tax assets and liabilities were remeasured to reflect the reduction in the U.S. corporate income tax rate from 35 percent to 21 percent, resulting in
a $202 million decrease in the Kodak’s net deferred tax assets for the year ended December 31, 2017.  This reduction in deferred tax assets was mainly offset by
Kodak’s U.S. valuation allowance except for the impact on deferred tax liabilities related to the goodwill and the Kodak tradename, which resulted in a benefit of
approximately $7 million.  An adjustment made to the provisional amount allowed under SAB 118 was identified and recorded as a discrete adjustment during the
year ended December 31, 2018 and was immaterial.
 
Transition Tax on Foreign Earnings
Kodak recognized a provisional income tax expense of $14 million for the year ended December 31, 2017 related to the one-time transition tax on certain foreign
earnings which will be offset by the utilization of foreign tax credits. Upon further analysis of the 2017 Tax Act, Notices and Regulations issued and proposed by
the U.S. Department of the Treasury and the Internal Revenue Service, Kodak finalized its calculations of the transition tax liability in the year ended December 31,
2018 resulting in no net tax provision.
 
The 2017 Tax Act subjects a U.S. shareholder to tax on global intangible low-taxed income (“GILTI”) earned by certain foreign subsidiaries. Under the 2017 Tax
Act, an entity can make an accounting policy election to either recognize deferred taxes for temporary basis differences expected to reverse as GILTI in future years
or to provide for the tax expense related to GILTI in the year the tax is incurred as a period expense.  Kodak was still evaluating the GILTI provisions as of
December 31, 2017, therefore no GILTI-related deferred amount was recorded as of the year ended December 31, 2017. As of the year ended December 31, 2018,
Kodak has elected to account for GILTI as a period cost in the year the tax is incurred.
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The SEC staff issued SAB 118 to address the application of U.S. GAAP in situations when a registrant does not have the necessary information available, prepared,
or analyzed (including computations) in reasonable detail to complete the accounting for certain income tax effects of the 2017 Tax Act.  Kodak recognized the
provisional tax impacts related to deemed repatriated earnings and the re-measurement of deferred tax assets and liabilities to the extent needed and included these
amounts in its consolidated financial statements through December 22, 2018, the end of the measurement period for purposes of SAB 118.  Kodak completed its
analysis based on legislative updates relating to the 2017 Tax Act available by the end of 2018 resulting in adjustments which were fully offset by Kodak’s U.S.
valuation allowance, resulting in no net tax provision or (benefit).   
 
The components of Loss from continuing operations before income taxes and the related benefit for U.S. and other income taxes were as follows (in
millions):
 


  Year Ended December 31,  
  2018   2017  
(Loss) earnings from continuing operations before income
   taxes:         
U.S.  $ (46)  $ (59)
Outside the U.S.   33   33 


Total  $ (13)  $ (26)
U.S. income taxes:         


Current (benefit) provision  $ (30)  $ 1 
Deferred provision (benefit)   1   (31)


Income taxes outside the U.S.:         
Current provision   4   6 
Deferred provision benefit   21   (95)


State and other income taxes:         
Current benefit   —   (1)
Total provision  $ (4)  $ (120)


 
The differences between income taxes computed using the U.S. federal income tax rate and the benefit for income taxes for continuing operations were as follows
(in millions):
 


  Year Ended December 31,  
  2018   2017  
Amount computed using the statutory rate  $ (3)  $ (9)
Increase (reduction) in taxes resulting from:         


Unremitted foreign earnings   2   2 
Impact of goodwill and intangible impairments   —   (21)
Operations outside the U.S.   28   14 
Legislative tax law and rate changes   7   150 
Valuation allowance   (18)   (266)
Tax settlements and adjustments, including interest   (33)   (11)
Discharge of debt and other reorganization related items   13   39 
Embedded derivative liability conversion   —   (17)
Other, net   —   (1)


Benefit from income taxes  $ (4)  $ (120)
 
IRS and Korean National Tax Service Agreement
In June 2012, Kodak filed a Request for Competent Authority Assistance with the United States Internal Revenue Service (IRS). The request related to a potential
double taxation issue with respect to patent licensing royalty payments received by Kodak in 2010. In October 2018, an agreement was reached by the IRS and
Korean National Tax Service, resulting in a partial refund of Korean withholding taxes in the amount of $32 million. Kodak had previously agreed with the licensee
that made the royalty payments that any refunds of the related Korean withholding taxes would be shared equally between Kodak and the licensee.  Kodak received
the $16 million net payment in the fourth quarter of 2018.  The full $32 million refund was reflected as an income tax benefit in the fourth quarter of 2018.  The $16
million payment to the licensee was reported in other operating expenses, resulting in a net benefit to net income of $16 million.
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The significant components of deferred tax assets and liabilities were as follows (in millions):
 


  As of December 31,  
  2018   2017  
Deferred tax assets         


Pension and postretirement obligations  $ 62  $ 96 
Restructuring programs   1   1 
Foreign tax credit   357   343 
Inventories   9   10 
Investment tax credit   48   58 
Employee deferred compensation   23   25 
Depreciation   64   68 
Research and development costs   67   80 
Tax loss carryforwards   338   307 
Other deferred revenue   1   4 
Other   69   73 


Total deferred tax assets  $ 1,039  $ 1,065 
         
Deferred tax liabilities         


Leasing  $ 2  $ 2 
Goodwill/intangibles   16   16 
Unremitted foreign earnings   22   20 


Total deferred tax liabilities   40   38 
Net deferred tax assets before valuation allowance   999   1,027 
Valuation allowance   853   856 


Net deferred tax assets  $ 146  $ 171
 


 
Deferred tax assets (liabilities) are reported in the following components within the Consolidated Statement of Financial Position (in millions):
 


  As of December 31,  
  2018   2017  
Deferred income taxes  $ 160  $ 187 
Other long-term liabilities   (14)   (16)
Net deferred tax assets  $ 146  $ 171


 


 
As of December 31, 2018, Kodak had available domestic and foreign NOL carry-forwards for income tax purposes of approximately $1,503 million, of which
approximately $746 million have an indefinite carry-forward period.  The remaining $757 million expire between the years 2019 and 2037.  As of December 31,
2018, Kodak had unused foreign tax credits and investment tax credits of $357 million and $48 million, respectively, with various expiration dates through 2033.
 
Utilization of post-emergence NOL carry-forwards and tax credits may be subject to limitations in the event of significant changes in stock ownership of
the Company in the future. Section 382 of the Internal Revenue Code of 1986, as amended, imposes annual limitations on the utilization of NOL
carryforwards, other tax carryforwards, and certain built-in losses as defined under that Section, upon an ownership change. In general terms, an
ownership change may result from transactions that increase the aggregate ownership of certain stockholders in Kodak’s stock by more than 50 percentage
points over a three-year testing period.
 
The 2017 Tax Act includes a one-time transition tax on the mandatory deemed repatriation of cumulative foreign earnings as of December 31, 2017.  The one-time
transition tax as of December 31, 2017 resulted in the recognition of a previously recorded deferred tax liability on the undistributed foreign earnings of $56 million
(net of related foreign tax credits) and was fully offset by Kodak’s U.S. valuation allowance, resulting in no net tax benefit.  Kodak had deferred tax liabilities of
$22 million and $20 million for potential taxes on the undistributed earnings, including foreign withholding taxes, as of December 31, 2018 and 2017, respectively.
 
Kodak’s valuation allowance as of December 31, 2018 was $853 million.  Of this amount, $155 million was attributable to Kodak’s net deferred tax assets
outside the U.S. of $323 million, and $698 million related to Kodak’s net deferred tax assets in the U.S. of $676 million, for which Kodak believes it is not
more likely than not that the assets will be realized.
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During 2018, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would be realized as a result of increased
profits in locations outside the U.S. and accordingly recorded a benefit of $4 million associated with the release of a valuation allowance on those deferred tax
assets.  Additionally, during 2018, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would not be realized
due to reduced sales volumes in a location outside the U.S. and accordingly recorded a provision of $15 million associated with the establishment of a valuation
allowance on those deferred tax assets.  
 
Kodak’s valuation allowance as of December 31, 2017 was $856 million.  Of this amount, $159 million was attributable to Kodak’s net deferred tax assets outside
the U.S. of $352 million, and $697 million related to Kodak’s net deferred tax assets in the U.S. of $675 million, for which Kodak believes it is not more likely than
not that the assets will be realized.
 
During 2017, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would be realized as a result of increased
profits in a location outside the U.S. and accordingly, recorded a benefit of $101 million associated with the release of a valuation allowance on those deferred tax
assets.  Additionally, during 2017, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would not be realized
due to reduced manufacturing volumes negatively impacting profitability in a location outside the U.S. and accordingly, recorded a provision of $7 million
associated with the establishment of a valuation allowance on those deferred tax assets.   
 
The net deferred tax assets in excess of the valuation allowance of approximately $146 million and $171 million as of December 31, 2018 and December 31, 2017,
respectively, relate primarily to NOL carry-forwards, certain tax credits, and pension related tax benefits for which Kodak believes it is more likely than not that the
assets will be realized.


Accounting for Uncertainty in Income Taxes


A reconciliation of the beginning and ending amount of Kodak’s liability for income taxes associated with unrecognized tax benefits is as follows
(in millions):


  Year Ended December 31,  
  2018   2017  
Balance as of January 1  $ 61  $ 84 
Tax positions related to the current year:         
Additions   —   7 
Tax positions related to prior years:         
Additions   1   6 
Reductions   (5)   (28)
Settlements with taxing jurisdictions   —   (4)
Lapses in statute of limitations   —   (4)
Balance as of December 31  $ 57  $ 61


 


 
Kodak’s policy regarding interest and/or penalties related to income tax matters is to recognize such items as a component of income tax (benefit) expense.  Kodak
had approximately $16 million and $17 million of interest and penalties associated with uncertain tax benefits accrued as of December 31, 2018 and 2017,
respectively.


Kodak had uncertain tax benefits of approximately $26 and $29 million as of December 31, 2018 and 2017, respectively, that, if recognized, would affect the
effective income tax rate.  Kodak has classified certain income tax liabilities as current or noncurrent based on management’s estimate of when these liabilities will
be settled.  The current liabilities are recorded in Other current liabilities in the Consolidated Statement of Financial Position.  Noncurrent income tax liabilities are
recorded in Other long-term liabilities in the Consolidated Statement of Financial Position.


It is reasonably possible that the liability associated with Kodak’s unrecognized tax benefits will increase or decrease within the next twelve months.  These
changes may be the result of settling ongoing audits or the expiration of statutes of limitations.  Such changes to the unrecognized tax benefits could range from $0
to $15 million based on current estimates.  Audit outcomes and the timing of audit settlements are subject to significant uncertainty.  Although management
believes that adequate provision has been made for such issues, there is the possibility that the ultimate resolution of such issues could have an adverse effect on the
earnings of Kodak.  Conversely, if these issues are resolved favorably in the future, the related provision would be reduced, thus having a positive impact on
earnings.
 
During 2018, Kodak agreed to terms with a tax authority outside of the U.S. and settled audit issues related to calendar years 2006-2007. Kodak originally
recorded liabilities for uncertain tax positions (“UTPs”) totaling $1 million (plus interest of approximately $1 million). The settlement resulted in a reduction in
Other current liabilities in the Consolidated Statement of Financial Position and other taxes and the recognition of a $2 million tax benefit.


The 2017 Tax Act corporate tax rate decrease from 35% to 21% resulted in the re-measurement of UTPs, reducing a reserve held in the U.S. by approximately $22
million.  UTPs are presented in the financial statements as a reduction to deferred tax assets for a NOL carryforward, a similar tax loss or a tax credit
carryforward.  As a result, the reduction of this UTP has been recorded as a reduction in Kodak’s deferred tax asset and is fully offset by valuation allowance,
therefore there is no net tax provision associated with this change.  
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During 2017, Kodak agreed to terms with a tax authority outside of the U.S. and settled audits for calendar years 2008 through 2012. For these years, Kodak
originally recorded liabilities for a UTP totaling $6 million (plus interest of approximately $2 million).  The settlement resulted in a reduction in Other current
liabilities in the Consolidated Statement of Financial Position and the recognition of a $1 million tax benefit.
 
Kodak is subject to taxation and files income tax returns in the U.S. federal jurisdiction and in many state and foreign jurisdictions.  Kodak has substantially
concluded all U.S. federal and state income tax matters for years through 2012 with respective tax authorities.  Kodak is currently under examination by the Internal
Revenue Service for years 2013 and 2014.  With respect to countries outside the U.S., Kodak has substantially concluded all material foreign income tax matters
through 2011 with respective foreign tax jurisdiction authorities.
 
NOTE 18:  RESTRUCTURING COSTS AND OTHER


Kodak recognizes the need to continually rationalize its workforce and streamline its operations in the face of ongoing business and economic changes.  Charges for
restructuring initiatives are recorded in the period in which Kodak commits to a formalized restructuring plan, or executes the specific actions contemplated by the
plan and all criteria for liability recognition under the applicable accounting guidance have been met.


The activity in the accrued balances and the non-cash charges and credits incurred in relation to restructuring programs during the three years ended December 31,
2018 were as follows (in millions):
 


  
Severance
Reserve (1)   


Exit Costs
Reserve (1)   


Long-lived
Asset


Impairments
and Inventory


Write-downs (1)   Total  
Balance as of December 31, 2016   5   3   —   8 
Charges   26   3   9   38 
Utilization/cash payments   (13)   (2)   (9)   (24)
Other adjustments & reclasses (2)   (12)   —   —   (12)
Balance as of December 31, 2017   6   4   —   10 
Charges   17   —   —   17 
Utilization/cash payments   (12)   (2)   —   (14)
Other adjustments & reclasses (3)   (5)   —   —   (5)
Balance as of December 31, 2018  $ 6  $ 2  $ —  $ 8


 


 
(1) The severance and exit costs reserves require the outlay of cash, while long-lived asset impairments, accelerated depreciation and inventory write-downs


represent non-cash items.


(2) The $(12) million includes $(13) million of severance charges funded from pension plan assets, which were reclassified to Pension and other postretirement
liabilities, and $1 million of foreign currency translation adjustments.


(3) The $(5) million represents severance charges funded from pension plan assets, which were reclassified to Pension and other postretirement liabilities.


2017 Activity


Restructuring actions taken in 2017 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included actions
associated with the Prosper business cost reduction, voluntary workforce transition plans in the U.S., an office closure in Switzerland, the cancellation of the copper
touch screen program, as well as various targeted reductions in manufacturing, service, sales, research and development and other administrative functions.


As a result of these actions, for the year ended December 31, 2017 Kodak recorded $38 million of charges, including $7 million for inventory write-downs which
was reported in Cost of revenues and $31 million which was reported as Restructuring costs and other in the accompanying Consolidated Statement of Operations.


The 2017 severance costs related to the elimination of approximately 475 positions, including approximately 225 administrative, 150 manufacturing/service, and
100 research and development positions.  The geographic composition of these positions included approximately 325 in the U.S. and Canada, and 150 throughout
the rest of the world.


2018 Activity


Restructuring actions taken in 2018 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included cost
rationalization in France, consolidation of R&D sites in Israel, EPS manufacturing cost reductions in Germany, and various targeted reductions in manufacturing,
service, sales, research and development, and other administrative functions.
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As a result of these actions, for the year ended December 31, 2018 Kodak recorded $17 million of charges which were reported as Restructuring costs and other in
the accompanying Consolidated Statement of Operations.


The 2018 severance costs related to the elimination of approximately 285 positions, including approximately 115 administrative, 100 manufacturing/service, and 70
research and development positions.  The geographic composition of these positions included approximately 130 in the U.S. and Canada, and 155 throughout the
rest of the world.


As a result of these initiatives, approximately $2 million of the severance charges will be paid during periods through the end of 2019. The remainder of the
severance payments will be completed by the end of the first half of 2019.  The exit cost reserves primarily relate to long-term lease payments, will be paid
throughout 2019 and beyond.
 
NOTE 19:  RETIREMENT PLANS


Substantially all U.S. employees are covered by a noncontributory defined benefit plan, the Kodak Retirement Income Plan (“KRIP”), which is funded by
Company contributions to an irrevocable trust fund.  The funding policy for KRIP is to contribute amounts sufficient to meet minimum funding requirements as
determined by employee benefit and tax laws plus any additional amounts the Company determines to be appropriate.    Assets in the trust fund are held for the sole
benefit of participating employees and retirees.  They are composed of corporate equity and debt securities, U.S. government securities, partnership investments,
interests in pooled funds, commodities, real estate, and various types of interest rate, foreign currency, debt, and equity market financial instruments.


For U.S. employees hired prior to March 1999, KRIP’s benefits were generally based on a formula recognizing length of service and final average earnings.  KRIP
included a separate cash balance formula for all U.S. employees hired after February 1999, as well as employees hired prior to that date who opted in to the cash
balance formula during a special election period.  Effective January 1, 2015 the KRIP was amended to provide that all participants accrue benefits under a single,
revised cash balance formula (the “Cash Balance Plan”).  The Cash Balance Plan credits employees' hypothetical accounts with an amount equal to either 7% or 8%
of their pay, plus interest based on the 30-year Treasury bond rate.


Many subsidiaries and branches operating outside the U.S. have defined benefit retirement plans covering substantially all employees.  Contributions by Kodak for
these plans are typically deposited under government or other fiduciary-type arrangements.  Retirement benefits are generally based on contractual agreements that
provide for benefit formulas using years of service and/or compensation prior to retirement.  The actuarial assumptions used for these plans reflect the diverse
economic environments within the various countries in which Kodak operates.


Information on the major funded and unfunded U.S. and Non-U.S. defined benefit pension plans is presented below.  The composition of the major plans may vary
from year to year.  If the major plan composition changes, prior year data is conformed to ensure comparability.


The measurement date used to determine the pension obligation for all funded and unfunded U.S. and Non-U.S. defined benefit plans is December 31.
 


  
Year Ended


December 31, 2018   
Year Ended


December 31, 2017  
(in millions)  U.S.   Non-U.S.   U.S.   Non-U.S.  
Change in Benefit Obligation                 
Projected benefit obligation at beginning of period  $ 3,866  $ 885  $ 3,908  $ 816 


Service cost   13   3   12   3 
Interest cost   109   12   115   12 
Benefit payments   (414)   (50)   (352)   (48)
Actuarial (gain) loss   (174)   —   170   37 
Special termination benefits   5   —   13   — 
Currency adjustments   —   (16)   —   65 


Projected benefit obligation at end of period  $ 3,405  $ 834  $ 3,866  $ 885 
                 
Change in Plan Assets                 
Fair value of plan assets at beginning of period  $ 3,804  $ 722  $ 3,653  $ 693 


Gain on plan assets   55   5   503   27 
Employer contributions   —   4   —   5 
Benefit payments   (414)   (50)   (352)   (48)
Currency adjustments   —   (10)   —   45 


Fair value of plan assets at end of period  $ 3,445  $ 671  $ 3,804  $ 722 
                 
Over (under) funded status at end of period  $ 40  $ (163)  $ (62)  $ (163)
                 
Accumulated benefit obligation at end of period  $ 3,403  $ 824  $ 3,864  $ 874
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Amounts recognized in the Consolidated Statement of Financial Position for all major funded and unfunded U.S. and Non-U.S. defined benefit plans are as follows
(in millions):
 


  As of December 31,  
  2018   2017  
  U.S.   Non-U.S.   U.S.   Non-U.S.  


Other long-term assets  $ 40  $ 32  $ —  $ 35 
Pension and other postretirement liabilities   —   (195)   (62)   (198)


Net amount recognized  $ 40  $ (163)  $ (62)  $ (163)
 
Information with respect to the major funded and unfunded U.S. and Non-U.S. defined benefit plans with an accumulated benefit obligation in excess of plan assets
is as follows (in millions):
 


  As of December 31,  
  2018   2017  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Projected benefit obligation  $ —  $ 578  $ 3,866  $ 617 
Accumulated benefit obligation   —   568   3,864   606 
Fair value of plan assets   —   382   3,804   419


 


 
Amounts recognized in accumulated other comprehensive (loss) income for all major funded and unfunded U.S. and Non-U.S. defined benefit plans consist of (in
millions):
 


  As of December 31,  
  2018   2017  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Prior service credit  $ 27  $ 3  $ 36  $ 3 
Net actuarial loss   (258)   (126)   (271)   (110)


Total  $ (231)  $ (123)  $ (235)  $ (107)
 
Other changes in major plan assets and benefit obligations recognized in Other comprehensive income (expense) are as follows (in millions):
 
  Year Ended December 31,  
  2018   2017  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Newly established gain (loss)  $ 6  $ (21)  $ 90  $ (37)
Amortization of:                 


Prior service credit   (7)   —   (7)   — 
Net actuarial loss   5   5   —   3 


Total (loss) income recognized in Other
   comprehensive income  $ 4  $ (16)  $ 83  $ (34)
 
The Company expects to recognize $7 million of prior service credits and $5 million of net actuarial losses as components of net periodic benefit cost over the next
year.
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Pension income for all defined benefit plans included (in millions):
 
  Year Ended December 31,  
  2018   2017  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Major defined benefit plans:                 


Service cost  $ 13  $ 3  $ 12  $ 3 
Interest cost   109   12   115   12 
Expected return on plan assets   (223)   (26)   (243)   (27)
Amortization of:                 


Prior service credit   (7)   —   (7)   — 
Actuarial loss   5   5   —   3 


Pension income before special termination
   benefits   (103)   (6)   (123)   (9)


Special termination benefits   5   —   13   — 
Net pension income for major
   defined benefit plans   (98)   (6)   (110)   (9)


Other plans including unfunded plans   —   (4)   —   — 
Net pension income  $ (98)  $ (10)  $ (110)  $ (9)


The pension income before special termination benefits reported above for the years ended December 31, 2018 and 2017 each include $1 million which is reported
as Loss from discontinued operations.


The special termination benefits of $5 million and $13 million for the years ended December 31, 2018 and 2017, respectively, were incurred as a result of Kodak's
restructuring actions and, therefore, have been included in Restructuring costs and other in the Consolidated Statement of Operations for those periods.


The weighted-average assumptions used to determine the benefit obligation amounts for all major funded and unfunded U.S. and Non-U.S. defined benefit plans
were as follows:
 
  Year Ended December 31,  
  2018   2017  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Discount rate   4.04%   2.05%   3.34%   1.90%
Salary increase rate   3.50%   2.06%   3.50%   2.17%
 
The weighted-average assumptions used to determine net pension (income) expense for all the major funded and unfunded U.S. and Non-U.S. defined benefit plans
were as follows:
 
  Year Ended December 31,  
  2018   2017  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Effective rate for service cost   3.33%   2.32%   3.68%   2.66%
Effective rate for interest cost   2.96%   1.70%   3.06%   1.56%
Salary increase rate   3.50%   2.17%   3.43%   2.09%
Expected long-term rate of return on
   plan assets   6.40%   3.98%   7.00%   4.21%
 
Plan Asset Investment Strategy


The investment strategy underlying the asset allocation for the pension assets is to achieve an optimal return on assets with an acceptable level of risk while
providing for the long-term liabilities and maintaining sufficient liquidity to pay current benefits and other cash obligations of the plans.  This is primarily achieved
by investing in a broad portfolio constructed of various asset classes including equity and equity-like investments, debt and debt-like investments, real estate,
private equity and other assets and instruments.  Long duration bonds and Treasury bond futures are used to partially match the long-term nature of plan liabilities.
Other investment objectives include maintaining broad diversification between and within asset classes and fund managers and managing asset volatility relative to
plan liabilities.


Every three years, or when market conditions have changed materially, each of Kodak’s major pension plans will undertake an asset allocation or asset and liability
modeling study.  The asset allocation and expected return on the plans’ assets are individually set to provide for benefits and other cash obligations within each
country’s legal investment constraints.
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Actual allocations may vary from the target asset allocations due to market value fluctuations, the length of time it takes to implement changes in strategy, and the
timing of cash contributions and cash requirements of the plans.  The asset allocations are monitored and are rebalanced in accordance with the policy set forth for
each plan.


The total plan assets attributable to the major U.S. defined benefit plans at as of December 31, 2018 relate to KRIP.  The expected long-term rate of return on plan
assets assumption (“EROA”) is based on a combination of formal asset and liability studies that include forward-looking return expectations given the current asset
allocation.  A review of the EROA as of December 31, 2018, based upon the current asset allocation and forward-looking expected returns for the various asset
classes in which KRIP invests, resulted in an EROA of 6.50%.


As with KRIP, the EROA assumptions for certain of Kodak’s other pension plans were reassessed as of December 31, 2018.  The weighted average annual expected
return on plan assets for the major non-U.S. pension plans was 3.86% based on the plans’ respective asset allocations as of December 31, 2018.


Plan Asset Risk Management


Kodak evaluates its defined benefit plans’ asset portfolios for the existence of significant concentrations of risk.  Types of concentrations that are evaluated include,
but are not limited to, investment concentrations in a single entity, type of industry, foreign country, and individual fund.  Foreign currency contracts and swaps are
used to partially hedge foreign currency risk.  Additionally, Kodak’s major defined benefit pension plans invest in government bond futures and long duration
investment grade bonds to partially hedge the liability risk of the plans.  As of December 31, 2018 and 2017, there were no significant concentrations (defined as
greater than 10% of plan assets) of risk in Kodak’s defined benefit plan assets.


The Company's weighted-average asset allocations for its major U.S. defined benefit pension plans by asset category, are as follows:
 


  As of December 31,    
  2018   2017   2018 Target
Asset Category           
Equity securities   11%   10%  7-13%
Debt securities   40%   42%  35-45%
Real estate   2%   2%  0-6%
Cash and cash equivalents   1%   1%  0-6%
Global balanced asset allocation funds   13%   16%  12-18%
Other   33%   29%  27-39%
Total   100%   100%  


 


 
Kodak’s weighted-average asset allocations for its major Non-U.S. defined benefit pension plans by asset category, are as follows:
 


  As of December 31,    
  2018   2017   2018 Target
Asset Category           
Equity securities   3%   3%  0-6%
Debt securities   33%   32%  30-40%
Real estate   1%   1%  0-6%
Cash and cash equivalents   2%   2%  0-6%
Global balanced asset allocation funds   4%   5%  2-8%
Other   57%   57%  55-65%
Total   100%   100%  


 


 
Fair Value Measurements


Kodak’s asset allocations by level within the fair value hierarchy at December 31, 2018 and 2017 are presented in the tables below for Kodak’s major defined
benefit plans.  Kodak’s plan assets are accounted for at fair value and are classified within the fair value hierarchy based on the lowest level of input that is
significant to the fair value measurement, with the exception of investments for which fair value is measured using the net asset value per share expedient.  Kodak’s
assessment of the significance of a particular input to the fair value measurement requires judgment and may affect the valuation of fair value of assets and their
placement within the fair value hierarchy levels.


Assets not utilizing the net asset value per share expedient are valued as follows:  Equity and debt securities traded on an active market are valued using a market
approach based on the closing price on the last business day of the year. Real estate investments are valued primarily based on independent appraisals and
discounted cash flow models, taking into consideration discount rates and local market conditions. Cash and cash equivalents are valued utilizing cost approach
valuation techniques.  Other investments are valued using a combination of market, income, and cost approaches, based on the nature of the investment.  Private
equity investments are valued primarily based on independent appraisals, discounted cash flow models, cost, and comparable market transactions, which include
inputs such as discount rates and pricing data from the most recent equity financing.  Insurance contracts are primarily valued based on contract values, which
approximate fair value.  For investments with lagged pricing, Kodak uses the available net asset values, and also considers expected return, subsequent cash flows
and relevant material events.
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Major U.S. Plans
December 31, 2018
 
  U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ —  $ —  $ —  $ 50  $ 50 
                     
Equity Securities   4   —   —   364   368 
                     
Debt Securities:                     


Government Bonds   —   —   —   1,005   1,005 
Investment Grade Bonds   —   391   —   —   391 


                     
Real Estate   —   —   —   57   57 
                     
Global Balanced Asset Allocation Funds   —   —   —   438   438 


                     
Other:                     


Absolute Return   —   —   —   431   431 
Private Equity   —   —   6   659   665 
Derivatives with unrealized gains   46   —   —   —   46 
Derivatives with unrealized losses   (6)   —   —   —   (6)


  $ 44  $ 391  $ 6  $ 3,004  $ 3,445
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Major U.S. Plans
December 31, 2017
  U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ —  $ —  $ —  $ 30  $ 30 
                     
Equity Securities   60   —   —   322   382 
                     
Debt Securities:                     


Government Bonds   —   —   —   1,179   1,179 
Investment Grade Bonds   —   421   —   —   421 


                     
Real Estate   —   —   26   68   94 
                     
Global Balanced Asset Allocation Funds   —   —   —   597   597 


                     
Other:                     


Absolute Return   —   —   —   489   489 
Private Equity   —   —   14   601   615 
Derivatives with unrealized losses   (3)   —   —   —   (3)


  $ 57  $ 421  $ 40  $ 3,286  $ 3,804
 


 
For Kodak’s major U.S. defined benefit pension plans, equity investments are invested broadly in U.S. equity, developed international equity, and emerging
markets.  Fixed income investments are comprised primarily of long duration U.S. Treasuries and investment-grade corporate bonds.  Real estate investments
primarily include investments in limited partnerships that invest in office, industrial, retail and apartment properties.  Global Balanced Asset Allocation investments
are commingled funds that hold a diversified portfolio of passive market exposures, including equities, debt, currencies and commodities.  Absolute return
investments are comprised of a diversified portfolio of hedge funds using equity, debt, commodity, and currency strategies held separate from the derivative-linked
hedge funds described later in this footnote. Private equity investments are primarily comprised of limited partnerships and fund-of-fund investments that invest in
distressed investments, venture capital, leveraged buyouts and special situations.  Natural resource investments in oil and gas partnerships and timber funds are also
included in this category.
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Major Non-U.S. Plans
December 31, 2018
 
  Non - U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ 8  $ —  $ —  $ 5  $ 13 
                     
Equity Securities   —   —   —   21   21 
                     
Debt Securities:                     


Government Bonds   —   —   —   53   53 
Inflation-Linked Bonds   —   —   —   4   4 
Investment Grade Bonds   —   66   —   68   134 
Global High Yield & Emerging Market Debt   —   —   —   28   28 


                     
Real Estate   —   —   —   9   9 


                     
Global Balanced Asset Allocation Funds   —   —   —   27   27 


                     
Other:                     


Absolute Return   —   —   —   7   7 
Private Equity   —   —   —   42   42 
Insurance Contracts   —   333   —   —   333 
Derivatives with unrealized gains   1   —   —   —   1 
Derivatives with unrealized losses   (1)   —   —   —   (1)


  $ 8  $ 399  $ —  $ 264  $ 671
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Major Non-U.S. Plans
December 31, 2017
 
  Non - U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ 6  $ —  $ —  $ 5  $ 11 
                     
Equity Securities   —   —   —   24   24 
                     
Debt Securities:                     


Government Bonds   —   —   —   79   79 
Inflation-Linked Bonds   —   —   —   5   5 
Investment Grade Bonds   —   62   —   76   138 
Global High Yield & Emerging Market Debt   —   —   —   11   11 


                     
Real Estate   —   —   —   10   10 


                     
Global Balanced Asset Allocation Funds   —   —   —   33   33 


                     
Other:                     


Absolute Return   —   —   —   8   8 
Private Equity   —   —   —   43   43 
Insurance Contracts   —   358   —   —   358 
Derivatives with unrealized gains   1   —   —   —   1 


  $ 7  $ 420  $ —  $ 294  $ 721
 


 
 
For Kodak’s major non-U.S. defined benefit pension plans, equity investments are invested broadly in local equity, developed international and emerging
markets.  Fixed income investments are comprised primarily of government and investment grade corporate bonds.  Real estate investments primarily include
investments in limited partnerships that invest in office, industrial, and retail properties.  Global Balanced Asset Allocation investments are commingled funds that
hold a diversified portfolio of passive market exposures, including equities, debt, currencies and commodities.  Absolute return investments are comprised of a
diversified portfolio of hedge funds using equity, debt, commodity, and currency strategies held separate from the derivative-linked hedge funds described later in
this footnote.  Private equity investments are comprised of limited partnerships and fund-of-fund investments that invest in distressed investments, venture capital
and leveraged buyouts.  Insurance contracts are typically annuities from life insurance companies covering specific pension obligations.


For Kodak’s major defined benefit pension plans, certain investment managers are authorized to invest in derivatives such as futures, swaps, and currency forward
contracts.  Investments in derivatives are used to obtain desired exposure to a particular asset, index or bond duration and require only a portion of the total
exposure to be invested as cash collateral.  In instances where exposures are obtained via derivatives, the majority of the exposure value is available to be invested,
and is typically invested, in a diversified portfolio of hedge fund strategies that generate returns in addition to the return generated by the derivatives.  Of the
December 31, 2018 investments shown in the major U.S. plans table above, 5% of the total pension assets represented equity securities exposure obtained via
derivatives and are reported in equity securities, and 30% of the total pension assets represented U.S. government bond exposure with 12 years duration, obtained
via derivatives and are reported in government bonds.  Of the December 31, 2017 investments shown in the major U.S. plans table above, 2% of the total pension
assets represented equity securities exposure obtained via derivatives and are reported in equity securities, and 31% of the total pension assets represented U.S.
government bond exposure with 13 years duration, obtained via derivatives and are reported in government bonds.


Of the December 31, 2018 investments shown in the major Non-U.S. plans table above, 0% and 7% of the total pension assets represented derivative exposures to
equity securities and government bonds with  5 years duration and are reported in those respective classes.  Of the December 31, 2017 investments shown in the
major Non-U.S. plans table above, 0% and 7% of the total pension assets represented derivative exposures to equity securities and government bonds with 7 years
duration and are reported in those respective classes.
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The following is a reconciliation of the beginning and ending balances of level 3 assets of Kodak’s major U.S. defined benefit pension plans:
 
  U.S.  
      Net Realized and Unrealized Gains          


(in millions)


 
Balance at


January 1, 2018   
Relating to Assets


Still Held   


Relating to Assets
Sold During the


Period   


Net Purchases,
Sales and


Settlements   
Balance at


December 31, 2018  
Real Estate  $ 26  $ —  $ 14  $ (40)  $ — 
Private Equity   14   1   —   (9)   6 
Total  $ 40  $ 1  $ 14  $ (49)  $ 6


 


 
 
  U.S.  
      Net Realized and Unrealized Gains          


(in millions)


 
Balance at


January 1, 2017   
Relating to Assets


Still Held   


Relating to Assets
Sold During the


Period   


Net Purchases,
Sales and


Settlements   
Balance at


December 31, 2017  
Real Estate  $ 32  $ 5  $ —  $ (11)  $ 26 
Private Equity   14   3   —   (3)   14 
Total  $ 46  $ 8  $ —  $ (14)  $ 40


 


 
The following pension benefit payments, which reflect expected future service, are expected to be paid (in millions):
 


  U.S.   Non-U.S.  
2019  $ 317  $ 48 
2020   306   48 
2021   295   48 
2022   284   47 
2023   274   46 
2024 - 2028   1,214   215


 


 
 
NOTE 20:  OTHER POSTRETIREMENT BENEFITS


In Canada, Kodak provides medical, dental, life insurance, and survivor income benefits to eligible retirees.  In the U.K., Kodak provides medical benefits to
eligible retirees.  The other postretirement benefit plans in Canada and the U.K. are closed to new participants. Information on the Canada and U.K. other
postretirement benefit plans is presented below.


The measurement date used to determine the net benefit obligation for Kodak's other postretirement benefit plans is December 31.


Changes in Kodak’s benefit obligation and funded status were as follows (in millions):
 


  Year Ended December 31,  
  2018   2017  
Net benefit obligation at beginning of period  $ 71  $ 72 
Interest cost   2   2 
Plan participants’ contributions   1   1 
Actuarial gain   (6)   (1)
Benefit payments   (4)   (4)
Currency adjustments   —   1 
Net benefit obligation at end of period  $ 64  $ 71 
         
Underfunded status at end of period  $ (64)  $ (71)


 
Amounts recognized in the Consolidated Statement of Financial Position consist of (in millions):
 


  As of December 31,  
  2018   2017  
Other current liabilities  $ (3)  $ (4)
Pension and other postretirement liabilities   (61)   (67)
  $ (64)  $ (71)
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Amounts recognized in Accumulated other comprehensive loss consist of (in millions):
 


  As of December 31,  
  2018   2017  
Net actuarial gain  $ (6)  $ —


 


 
Changes in benefit obligations recognized in Other comprehensive loss (income) consist of (in millions):
 


  Year Ended December 31,  
  2018   2017  
Newly established loss (gain)  $ (6)  $ — 
Total gain recognized in Other comprehensive (loss) income  $ (6)  $ —


 


 
Other postretirement benefit cost included:
 


  Year Ended December 31,  
  2018   2017  
Components of net postretirement benefit cost:         
Service cost  $ —  $ — 
Interest cost   2   2 
Other postretirement benefit cost from continuing
   operations  $ 2  $ 2


 


 
The weighted-average assumptions used to determine the net benefit obligations were as follows:
 


  Year Ended December 31,  
  2018   2017  


Discount rate   3.59%   3.21%
Salary increase rate   2.35%   2.35%


 
The weighted-average assumptions used to determine the net postretirement benefit cost were as follows:
 


  Year Ended December 31,  
  2018   2017  
Effective rate for interest cost   2.88%   2.89%
Salary increase rate   2.35%   2.35%


 
The weighted-average assumed healthcare cost trend rates used to compute the other postretirement amounts were as follows:
 


  2018   2017  
Healthcare cost trend   5.70%   5.36%
Rate to which the cost trend rate is assumed to decline
   (the ultimate trend rate)   3.38%   4.36%
Year that the rate reaches the ultimate trend rate   2038   2022


 


 
Assumed healthcare cost trend rates effect the amounts reported for the healthcare plans.  A one-percentage point change in assumed healthcare cost trend rates
would have the following effects:
 


  1% increase   1% decrease  
Effect on total service and interest cost  $ —  $ — 
Effect on postretirement benefit obligation   3   (3)
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The following other postretirement benefits, which reflect expected future service, are expected to be paid (in millions):
 


2019  $ 4 
2020   3 
2021   3 
2022   3 
2023   3 
2024-2028   17


 


 
 
NOTE 21:  EARNINGS PER SHARE
 
Basic earnings per share are calculated using the weighted-average number of shares of common stock outstanding during the period.  Diluted earnings per share
calculations include any dilutive effect of potential common shares.  In periods with a net loss from continuing operations, diluted earnings per share are calculated
using weighted-average basic shares for that period, as utilizing diluted shares would be anti-dilutive to loss per share.
 
A reconciliation of the amounts used to calculate basic and diluted earnings per share for the years ended December 31, 2018 and 2017 follows (in millions):
 


  Year Ended December 31,  
  2018   2017  
(Loss) earnings from continuing operations attributable to Eastman
   Kodak Company  $ (9)  $ 93 
Less: Series A convertible preferred stock cash and accrued dividends   (11)   (11)
Less: Series A convertible preferred stock deemed dividends   (9)   (8)


(Loss) earnings from continuing operations available to common
   shareholders - basic and diluted  $ (29)  $ 74


 


 
Net (loss) income attributable to Eastman Kodak Company  $ (16)  $ 94 
Less: Series A convertible preferred stock cash and accrued dividends   (11)   (11)
Less: Series A convertible preferred stock deemed dividends   (9)   (8)
Net (loss) income available to common shareholders - basic and
   diluted  $ (36)  $ 75


 


 
Weighted-average common shares outstanding - basic   42.7   42.5 
Effect of dilutive securities:         
Unvested restricted stock units   —   0.2 
Weighted-average common shares outstanding - diluted   42.7   42.7


 


 
As a result of the net loss from continuing operations available to common shareholders for the year ended December 31, 2018, Kodak calculated diluted earnings
per share using weighted-average basic shares outstanding.  If Kodak reported earnings from continuing operations available to common shareholders for the year
ended December 31, 2018, the calculation of diluted earnings per share would have included the assumed conversion of 0.3 million unvested restricted stock units.
 
The computation of diluted earnings per share for the years ended December 31, 2018 and 2017 excluded the impact of (1) the assumed conversion of 2.0 million
shares of Series A convertible preferred shares, and (2) the assumed conversion of 5.2 million and 4.8 million outstanding employee stock options, respectively,
because they would have been anti-dilutive.  In addition, the computation of diluted earnings per share for the year ended December 31, 2017 excluded the impact
of (1) the assumed conversion of net share settled warrants to purchase 1.8 million shares of common stock at an exercise price of $14.93 and (2) the assumed
conversion of net share settled warrants to purchase 1.8 million shares of common stock at an exercise price of $16.12 because they would have been anti-dilutive.
The warrants terminated at the close of business on September 3, 2018. 
 
 
NOTE 22:  STOCK-BASED COMPENSATION
 
Kodak’s stock incentive plan is the 2013 Omnibus Incentive Plan (the “2013 Plan”).  The 2013 Plan is administered by the Executive Compensation Committee of
the Board of Directors.
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Officers, directors and employees of the Company and its consolidated subsidiaries are eligible to receive awards.  Stock options are generally non-qualified, are at
exercise prices equal to or greater than the closing price of Kodak’s stock on the date of grant and expire seven years after the grant date.  Stock-based
compensation awards granted under Kodak’s stock incentive plan are generally subject to a three-year vesting period from the date of grant, or a later date as
determined by the Executive Compensation Committee.  Awards are subject to settlement in newly-issued shares of common stock.  Unless sooner terminated by
the Executive Compensation Committee, no awards may be granted under the 2013 Plan after May 22, 2028.


The maximum number of shares of common stock that may be issued under the 2013 Plan is approximately 5.8 million. In addition, under the 2013 Plan, the
maximum number of shares available for the grant of incentive stock options is 2.0 million shares. The maximum number of shares as to which stock options or
stock appreciation rights may be granted to any one person under the 2013 Plan in any calendar year is 2.0 million shares. The maximum number of performance-
based compensation awards that may be granted to any one employee under the 2013 Plan in any calendar year is 1.0 million shares or, in the event such award is
paid in cash, $2.5 million. The maximum number of awards that may be granted to any non-employee director under the 2013 Plan in any calendar year may not
exceed a number of awards with a grant date fair value of $900,000, computed as of the grant date.


Compensation expense is recognized on a straight-line basis over the service or performance period for each separately vesting tranche of the award and is adjusted
for actual forfeitures before vesting.  Kodak assesses the likelihood that performance-based shares will be earned based on the probability of meeting the
performance criteria.  For those performance-based awards that are deemed probable of achievement, expense is recorded, and for those awards that are deemed not
probable of achievement, no expense is recorded. Kodak assesses the probability of achievement each quarter.


Restricted Stock Units
Restricted stock units are payable in shares of the Company common stock upon vesting.  The fair value is based on the closing market price of the Company’s
stock on the grant date.  Compensation cost related to restricted stock units was $2 million and $4 million for the years ended December 31, 2018 and 2017,
respectively.


The weighted average grant date fair value of restricted stock unit awards granted for the years ended December 31, 2018 and 2017 was $3.66 and $9.20,
respectively.  The total fair value of restricted stock units that vested was $3 million and $7 million for the years ended December 31, 2018 and 2017,
respectively.  As of December 31, 2018, there was $1 million of unrecognized compensation cost related to restricted stock units.  The cost is expected to be
recognized over a weighted average period of 1.5 years.


The following table summarizes information about restricted stock unit activity for the year ended December 31, 2018:
 


  


Number of
Restricted


Stock Units   


Weighted-Average
Grant Date
Fair Values  


Outstanding on December 31, 2017   468,681  $ 12.21 
Granted   785,545  $ 3.66 
Vested   270,952  $ 12.39 
Forfeited   279,526  $ 6.88 


Outstanding on December 31, 2018   703,748  $ 4.72
 


 
Stock Options
The following table summarizes information about stock option activity for the year ended December 31, 2018:
 


  


Shares
Under
Option   


Weighted Average
Exercise


Price
Per Share   


Weighted Average
Remaining


Contractual Life
(Years)  


Aggregate
Intrinsic


Value
($ millions)  


Outstanding on December 31, 2017   4,807,855  $ 14.30       
Granted   1,115,791  $ 8.45       
Forfeited   727,709  $ 8.58       


Outstanding on December 31, 2018   5,195,937  $ 13.85  4.98   — 
Exercisable on December 31, 2018   2,748,006  $ 15.65  4.23   — 
Expected to vest December 31, 2018   2,447,931  $ 11.81  5.82   —


 


 
The aggregate intrinsic value represents the total pretax intrinsic value that option holders would have received had all option holders exercised their options on the
last trading day of the year.  The aggregate intrinsic value is the difference between the Kodak closing stock price on the last trading day of the year and the
exercise price, multiplied by the number of in-the-money options.
 
There was no intrinsic value of options outstanding, exercisable or expected to vest due to the fact that the market price of the Company’s common stock as of
December 31, 2018 and 2017 was below the weighted average exercise price of options. There were no options exercised in 2018 or 2017.
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The weighted average grant date fair value of options granted for the years ended December 31, 2018 and 2017 was $2.47 and $2.26,  respectively.  The total fair
value of options that vested during the years ended December 31, 2018 and 2017 was $5 million and $4 million, respectively.  Compensation cost related to stock
options for the years ended December 31, 2018 and 2017 was $4 million and $5 million, respectively.


As of December 31, 2018, there was $2.4 million of unrecognized compensation cost related to stock options.  The cost is expected to be recognized over a
weighted average period of 1.4 years.


Kodak utilizes the Black-Scholes option valuation model to estimate the fair value of stock options.  Public trading of the Company’s common stock began on
September 23, 2013, providing limited historical data upon which to base assumptions.  The expected term of options granted is the period of time the options are
expected to be outstanding and is calculated using a simplified method based on the option’s vesting period and original contractual term.  The Company uses only
the historical volatility of the Company’s stock to estimate expected volatility. The risk-free rate was based on the yield on U.S. Treasury notes with a term equal to
the option’s expected term.


The following inputs were used for the valuation of option grants issued in each year:
 


  Year Ended December 31,  
  2018   2017  
Weighted-average fair value of options granted  $ 2.45   $ 2.26  
Weighted-average risk-free interest rate  2.70%   1.77%  
Range of risk-free interest rates  2.59% - 2.95%   1.64% - 2.11%  
Weighted-average expected option lives  4.5 years   4.5 years  
Expected option lives  4.4 - 4.5 years   4.5 years  
Weighted-average volatility  81%   46%  
Range of expected volatilities  80% - 83%   46% - 49%  
Weighted-average expected dividend yield  0.00%   0.00%


 


 
 
NOTE 23: SHAREHOLDERS’ EQUITY
 
The Company has 560 million shares of authorized stock, consisting of: (i) 500 million shares of common stock, par value $0.01 per share and (ii) 60 million shares
of preferred stock, no par value, issuable in one or more series. As of December 31, 2018 there were 42.8 million shares of common stock outstanding and 2.0
million shares of Series A preferred stock issued and outstanding.  As of December 31, 2017 there were 42.6 million shares of common stock outstanding and 2.0
million shares of Series A preferred stock issued and outstanding.
 
Net Share Settled Warrants
Upon emergence from bankruptcy in September 2013, the Company issued to the holders of general unsecured claims and the retiree settlement unsecured claim
net-share settled warrants to purchase: (i) 2.1 million shares of common stock at an exercise price of $14.93 and (ii) 2.1 million shares of common stock at an
exercise price of $16.12. The warrants were classified as equity instruments and reported within Additional paid in capital in the Consolidated Statement of
Financial Position at their fair value at emergence ($24 million).  The warrants terminated at the close of business on September 3, 2018.
 
Treasury Stock
During the years ended December 31, 2018 and 2017, the Company repurchased shares of common stock for $0 million and $1 million, respectively, to satisfy tax
withholding obligations in connection with the issuance of stock to employees under the 2013 Plan. Treasury stock consisted of approximately 0.6 million shares at
both December 31, 2018 and 2017.
 
Backstop Registration Rights Agreement
Upon emergence from bankruptcy on September 3, 2013 (“Effective Date”), the Company and GSO Capital Partners LP, on behalf of various managed funds,
BlueMountain Capital Management, LLC, on behalf of various managed funds, George Karfunkel, United Equities Commodities Company, Momar Corporation
and Contrarian Capital Management, LLC, on behalf of Contrarian Funds, LLC (collectively, the “Backstop Parties”) executed a registration rights agreement (the
“Backstop Registration Rights Agreement”). The Backstop Registration Rights Agreement, among other rights, provides the Backstop Parties with certain
registration rights with respect to common stock offered to the Backstop Parties (and other eligible creditors) as part of a rights offering (the “Backstop registrable
securities”).  A portion of the shares issued in the rights offerings are restricted securities for purposes of Rule 144 under the Securities Act of 1933 and may not be
offered, sold or otherwise transferred absent registration under the Securities Act of 1933 or an applicable exemption from registration requirements.


Stockholders holding Backstop registrable securities representing 10% of the outstanding common stock at emergence may require the Company to facilitate a
registered offering of Backstop registrable securities (such offering, the “Initial Registration”). The Backstop registrable securities requested to be sold in the Initial
Registration must have an aggregate market value of at least $75 million.  On October 20, 2016, the Initial Registration, in the form of a shelf registration statement
registering all Backstop registerable securities, was declared effective by the SEC.
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Following the Initial Registration, stockholders holding 10% or more of the outstanding Backstop registrable securities may demand that the Company file a shelf
registration statement and effectuate one or more takedowns off of such shelf, or, if a shelf is not available, effectuate one or more stand-alone registered offerings,
provided that such non-shelf registered offerings or shelf takedowns may not be requested more than four times and, in each case, shall include shares having an
aggregate market value of at least $75 million. Beginning on the second anniversary of the Effective Date, upon request of a stockholder, the Company shall amend
its existing shelf registration statement to register additional Backstop registrable securities as set forth in the Registration Rights Agreement. Stockholders also
have the right to include their Backstop registrable securities in the Initial Registration or any other non-shelf registered offering or shelf takedown of the common
stock by the Company for its own account or for the account of any holders of common stock.
 
 
NOTE 24:  OTHER COMPREHENSIVE LOSS


The changes in Other comprehensive loss by component, were as follows:
 
   Year Ended December 31,  
(in millions)   2018   2017  
Currency translation adjustments   $ (11)  $ 11 
          
Pension and other postretirement benefit plan
   changes          


Newly established net actuarial (loss) gain    (5)   35 
Tax benefit    1   11 
Newly established net actuarial (loss) gain, net of tax    (4)   46 
Reclassification adjustments:          


Amortization of prior service credit (a)   (8)   (8)
Amortization of actuarial losses (gains) (a)   4   (3)
Recognition of gains due to settlements
   and curtailments (a)   (1)   — 


Total reclassification adjustments    (5)   (11)
Tax provision    —   1 
Reclassification adjustments, net of tax    (5)   (10)


Pension and other postretirement benefit plan changes,
   net of tax    (9)   36 
Other comprehensive (loss) income   $ (20)  $ 47


 


 
(a) Reclassified to Pension (income) expense - refer to Note 19, "Retirement Plans" and Note 20, "Other Postretirement Benefits" for additional information.
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NOTE 25:  ACCUMULATED OTHER COMPREHENSIVE LOSS


Accumulated other comprehensive loss is composed of the following:
 


  As of December 31,  
(in millions)  2018   2017  
Currency translation adjustments  $ (96)  $ (85)
Pension and other postretirement benefit plan changes   (315)   (306)
Ending balance  $ (411)  $ (391)


 
 
NOTE 26:  SEGMENT INFORMATION
Financial information is reported for six reportable segments: Print Systems, Enterprise Inkjet Systems, Software and Solutions, Consumer and Film, Advanced
Materials and 3D Printing Technology and Eastman Business Park. A description of the reportable segments follows.
 
Print Systems: The Print Systems segment is comprised of two lines of business: Prepress Solutions and Electrophotographic Printing Solutions.
 
Enterprise Inkjet Systems: The Enterprise Inkjet Systems segment is comprised of two lines of business: the Prosper business and the Versamark business.
 
Software and Solutions: The Software and Solutions segment is comprised of two lines of business: Unified Workflow Solutions and Kodak Technology
Solutions.
 
Consumer and Film: The Consumer and Film segment is comprised of three lines of business: Industrial Film and Chemicals, Motion Picture and Consumer
Products (which includes Consumer Inkjet Solutions).
 
Advanced Materials and 3D Printing Technology: The Advanced Materials and 3D Printing Technology segment includes the Kodak Research Laboratories and
associated new business opportunities and intellectual property licensing not directly related to other business segments.


Eastman Business Park: The Eastman Business Park segment includes the operations of the Eastman Business Park, a more than 1,200 acre technology center and
industrial complex.


Segment financial information is shown below. Asset information by segment is not disclosed as this information is not separately identified and reported to the
Chief Operating Decision Maker.


Net Revenues from Continuing Operations by Reportable Segment
 


  Year Ended December 31,  
  2018   2017  
(in millions)         
Print Systems  $ 895  $ 942 
Enterprise Inkjet Systems   136   144 
Software and Solutions   84   85 
Consumer and Film   189   198 
Advanced Materials and 3D Printing Technology   4   1 
Eastman Business Park   17   16 


Consolidated total  $ 1,325  $ 1,386
 


 


Segment Measure of Profit and Loss


Kodak’s segment measure of profit and loss is an adjusted earnings before interest, taxes, depreciation and amortization (“Operational EBITDA”).  As
demonstrated in the table below, Operational EBITDA represents the earnings (loss) from continuing operations excluding the provision (benefit) for income taxes;
depreciation and amortization expense; restructuring costs and other; stock-based compensation expense; consulting and other costs; idle costs; other operating
expense (income), net (unless otherwise indicated); goodwill impairment loss; interest expense; pension income excluding service cost component and other
charges, net.


Kodak’s segments are measured using Operational EBITDA both before and after allocation of corporate selling, general and administrative expenses
(“SG&A”).  The segment earnings measure reported is after allocation of corporate SG&A as this most closely aligns with U.S. GAAP.  
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Research and development activities not directly related to the other segments are reported within the Advanced Materials and 3D Printing Technology segment.


Change in Segment Measure of Profit and Loss
During the first quarter of 2018 the segment measure was changed to exclude amortization of prior service costs and credits which, due to the adoption of ASU
2017-17, are no longer reported in the same line item as other compensation costs arising from services rendered during the period. Refer to the Recently Adopted
Accounting Pronouncements section of Note 1, “Basis of Presentation and Recent Accounting Pronouncements.”
 
2019 Segments
 
Change in Segments
Effective in January 2019 Kodak changed its organizational structure.  Kodak Technology Solutions, formerly part of the Software and Solutions segment, was
moved into the Consumer and Film segment.  The Consumer and Film segment was renamed the Brand, Film & Imaging segment.  The Unified Workflow
Solutions business, formerly part of the Software and Solutions segment, will operate as a dedicated segment named Kodak Software segment.
 
Change in Segment Measure of Profitability
During the first quarter of 2019 the segment measure was changed to exclude the costs, net of any rental income received, of underutilized portions of certain
properties.  Additionally, the allocation of costs from Eastman Business Park (“EBP”) to the Consumer and Film segment and Advanced Materials and 3D Printing
Technology segment as tenants of EBP and to each of the segments as users of shared corporate space at the global headquarters is changing.
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Segment Operational EBITDA and Consolidated Earnings (Loss) from Continuing Operations Before Income Taxes
 


  Year Ended December 31,  
(in millions)  2018   2017  
Print Systems  $ 27  $ 49 
Enterprise Inkjet Systems   4   3 
Software and Solutions   —   (1)
Consumer and Film   (19)   (18)
Advanced Materials and 3D Printing Technology   (14)   (27)
Eastman Business Park   3   4 


Total of reportable segments   1   10 
Depreciation and amortization   (70)   (77)
Restructuring costs and other   (17)   (38)
Stock-based compensation   (6)   (9)
Consulting and other costs (1)   (14)   (5)
Idle costs (2)   (3)   (4)
Other operating (expense) income, net (3)   (9)   (28)
Goodwill impairment loss (3)   —   (56)
Interest expense (3)   (9)   (8)
Pension income excluding service cost component (3)   131   152 
Other income (charges), net (3)   (17)   37 
Consolidated loss from continuing operations
   before income taxes  $ (13)  $ (26)
 
(1) Consulting and other costs are professional services and internal costs associated with certain corporate strategic initiatives, including the divestiture of the


Flexographic Packaging segment and debt refinancing.


(2) Consists of third-party costs such as security, maintenance, and utilities required to maintain land and buildings in certain locations not used in any Kodak
operations.


(3) As reported in the Consolidated Statement of Operations.
 
Kodak reduced workers’ compensation reserves by approximately $5 million in 2018 due to changes in discount rates and reduction in estimated losses.  The
reduction in reserves impacted gross profit by approximately $3 million and SG&A by approximately $2 million.        


Amortization and depreciation expense by segment are not included in the segment measure of profit and loss but are regularly provided to the Chief Operating
Decision Maker. 
 


(in millions)  Year Ended December 31,  
Intangible asset amortization expense from continuing operations:  2018   2017  
Print Systems  $ 6  $ 8 
Enterprise Inkjet Systems   4   3 
Software & Solutions   —   1 
Consumer & Film   1   1 
Advanced Materials and 3D Printing   —   4 


Consolidated total  $ 11  $ 17
 


 
(in millions)  Year Ended December 31,  
Depreciation expense from continuing operations:  2018   2017  
Print Systems  $ 38  $ 37 
Enterprise Inkjet Systems   8   8 
Software & Solutions   2   1 
Consumer & Film   3   7 
Advanced Materials and 3D Printing   3   4 
Eastman Business Park   5   3 


Consolidated total  $ 59  $ 60
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(in millions)  Year Ended December 31,  
Long-lived assets (1) located in:  2018   2017  
The United States  $ 104  $ 114 
Europe, Middle East and Africa   35   50 
Asia Pacific   40   48 
Canada and Latin America   67   82 


Non-U.S. countries total (2)   142   180 
Consolidated total  $ 246  $ 294


 


 
(1) Long-lived assets are comprised of property, plant and equipment, net.  
(2) Of the total non-U.S. property, plant and equipment in 2018, $60 million are located in Brazil and $31 million are located in China.  Of the total non-U.S.


property, plant and equipment in 2017, $71 million are located in Brazil and $38 million are located in China.
 
Major Customers


No single customer represented 10% or more of Kodak’s total net revenue in any year presented.
 
 
NOTE 27:  DISCONTINUED OPERATIONS
 
Discontinued operations of Kodak include the Flexographic Packaging segment.
 
Flexographic Packaging segment
 
In November 2018 Kodak announced it had entered into a Stock and Asset Purchase Agreement (“SAPA”) with MIR Bidco, SA for the sale of its Flexographic
Packaging segment.  The purchase price is $340 million, which is subject to purchase price adjustments as described in the SAPA.  The results of operations of the
Flexographic Packaging Business (the ”Business”) are classified as discontinued operations in the Consolidated Statement of Operations for all periods
presented.  Additionally, the assets and liabilities associated with the Business are classified as held for sale in the Consolidated Statement of Financial Position as
of December 31, 2018 and 2017.  Kodak anticipates the sale of the Business will close during the second quarter of 2019.
 
The results of operations of the Business are presented below:
 


  Year Ended December 31,  
(in millions)  2018   2017  
Revenues  $ 148  $ 145 


         
Cost of sales   90   87 
Selling, general and administrative expenses   21   15 
Research and development expenses   8   6 
Interest expense   27   24 
Earnings from continuing operations before income taxes   2   13 
Provision for income taxes   9   10 
(Loss) earnings from discontinued operations  $ (7)  $ 3


 


 
In addition to the earnings from the Business, earnings from discontinued operations in the Consolidated Statement of Operations for December 31, 2017 includes
losses of $2 million associated with businesses disposed of in previous years.
 
Interest was allocated to discontinued operations based on an estimated debt paydown of the Term Credit Agreement.  
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The following table presents the aggregate carrying amount of major assets and liabilities of the Business:
 


(in millions)  2018   2017  
ASSETS         
Cash and cash equivalents  $ 2  $ 1 
Trade receivables, net   28   29 
Inventories, net   33   30 
Property, plant and equipment, net   28   20 
Goodwill   20   20 
Intangible assets   1   2 
Other assets   1   — 


Assets of business held for sale  $ 113  $ 102 
         
LIABILITIES         
Accounts payable, trade  $ 9  $ 14 
Other current liabilities   7   7 
Pension and other postretirement liabilities   4   4 


Liabilities of business held for sale  $ 20  $ 25
 


 
A dedicated entity of the Business had intercompany receivables with Kodak of approximately $5 million as of December 31, 2018 and 2017 that are part of the
proposed transaction but are not reflected in the table above as these amounts have been eliminated in deriving the consolidated financial statements.  
 
Current assets held for sale as of December 31, 2017 in the Consolidated Statement of Financial Position included $2 million of assets under contract for sale not
associated with the Business.
 
The following table presents cash flow information associated with the Business:
 


  Year Ended December 31,  
(in millions)  2018   2017  
Depreciation  $ 2  $ 2 
Amortization   1   1 
Capital expenditures   7   12


 


 
Depreciation and amortization of long-lived assets of the Business included in discontinued operations ceased on December 1, 2018.
 
Direct operating expenses of the discontinued operations are included in the results of discontinued operations. Indirect expenses that were historically allocated to
the discontinued operations have been included in the results of continuing operations. Prior period results have been reclassified to conform to the current period
presentation.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE


None.


ITEM 9A. CONTROLS AND PROCEDURES
 
Evaluation of Disclosure Controls and Procedures
Kodak maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed in Kodak’s reports filed or submitted
under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that
such information is accumulated and communicated to management, including Kodak’s Chief Executive Officer and Chief Financial Officer, as appropriate, to
allow timely decisions regarding required disclosure.  Kodak’s management, with participation of Kodak’s Chief Executive Officer and Chief Financial Officer, has
evaluated the effectiveness of Kodak’s disclosure controls and procedures as of the end of the fiscal year covered by this Annual Report on Form 10-K.  Kodak’s
Chief Executive Officer and Chief Financial Officer have concluded that, as of the end of the period covered by this Annual Report on Form 10-K, Kodak’s
disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) were effective.
 
Management’s Report on Internal Control Over Financial Reporting
The management of Kodak is responsible for establishing and maintaining adequate internal control over financial reporting.  Kodak’s internal control over
financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles in the United States of America.  Kodak’s internal control over financial reporting includes
those policies and procedures that: (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of the assets of Kodak; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles in the United States of America, and that receipts and expenditures of Kodak are being made only in accordance with
authorizations of management and directors of Kodak; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition,
use or disposition of Kodak’s assets that could have a material effect on the financial statements.


Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives because of its inherent limitations.  Internal
control over financial reporting is a process that involves human diligence and compliance and is subject to lapses in judgment or breakdowns resulting from
human failures.  Internal control over financial reporting also can be circumvented by collusion or improper management override.


Because of such limitations, there is a risk that material misstatements may not be prevented or detected on a timely basis by internal control over financial
reporting.  However, these inherent limitations are known features of the financial reporting process.  Therefore, it is possible to design into the process safeguards
to reduce, though not eliminate, this risk.  Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements.  Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or procedures may deteriorate.


Management assessed the effectiveness of Kodak’s internal control over financial reporting as of December 31, 2018.  In making this assessment, management used
the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) in "Internal Control-Integrated Framework”
(2013).  Based on management’s assessment using the COSO criteria, management has concluded that Kodak's internal control over financial reporting was
effective as of December 31, 2018.  The effectiveness of Kodak’s internal control over financial reporting as of December 31, 2018 has been audited by
PricewaterhouseCoopers LLP, Kodak’s independent registered public accounting firm, as stated in their report, refer to Item 8. Financial Statement and
Supplementary Data.
 
Changes in Internal Control over Financial Reporting
There was no change identified in Kodak’s internal control over financial reporting that occurred during Kodak’s fourth fiscal quarter that has materially affected,
or is reasonably likely to materially affect, Kodak’s internal control over financial reporting.


ITEM 9B.  OTHER INFORMATION


Not applicable.
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PART III


ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE


The information required by Item 10 regarding directors is incorporated by reference from the information under the caption "Board of Directors and Corporate
Governance - Director Nominees" in the Company's Notice of 2019 Annual Meeting and Proxy Statement (the “Proxy Statement”), which will be filed within 120 days
after December 31, 2018.  The information required by Item 10 regarding audit committee composition and audit committee financial expert disclosure is incorporated
by reference from the information under the caption "Board of Directors and Corporate Governance - Committees of the Board - Audit and Finance Committee" in the
Proxy Statement.  The information required by Item 10 regarding executive officers is contained in Part I under the caption "Executive Officers of the Registrant".  The
information required by Item 10 regarding compliance with Section 16(a) of the Securities Exchange Act of 1934 is incorporated by reference from the information
under the caption "Security Ownership of Certain Beneficial Owners and Management - Section 16(a) Beneficial Ownership Reporting Compliance" in the Proxy
Statement.


We have adopted a Business Conduct Guide that applies to all of our officers and employees, including our principal executive, principal financial and principal
accounting officers, or persons performing similar functions, as well as a Directors’ Code of Conduct that applies to our directors and Board observers.  Our
Business Conduct Guide and Directors’ Code of Conduct are posted on our website located at http://investor.kodak.com/corporate-governance/supporting-
documents.  We intend to disclose future amendments to certain provisions of the Business Conduct Guide and waivers of the Business Conduct Guide granted to
executive officers, on the website within four business days following the date of the amendment or waiver.


ITEM 11. EXECUTIVE COMPENSATION


The information required by Item 11 is incorporated herein by reference from the information under the following captions in the Proxy Statement: "Executive
Compensation”, “Director Compensation” and “Board of Directors and Corporate Governance – Executive Compensation Committee Interlocks and Insider
Participation.”


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS


The information required by Item 12 is incorporated by reference from the information under the captions "Security Ownership of Certain Beneficial Owners and
Management" in the Proxy Statement.  "Securities Authorized for Issuance Under Equity Compensation Plans" is shown below:


EQUITY COMPENSATION PLAN INFORMATION


As of December 31, 2018, information about the Company’s equity compensation plans is as follows:
 


Plan Category  


Number of Securities
to be Issued Upon


Exercise of
Outstanding Options


and Restricted
Stock Units   


Weighted-
Average


Exercise Price of
Outstanding


Options   


Number of Securities
Remaining Available for


Future Issuance Under Equity
Compensation Plans
(Excluding Securities


Reflected in Column (a))  
  (a)   (b)   (c)  
Equity compensation plans not approved by security holders (1)   5,899,685  $ 13.85   —


 


 
(1) The Company's equity compensation plan not approved by security holders is the 2013 Omnibus Incentive Plan which was approved by the Bankruptcy


Court pursuant to the Plan of Reorganization, the material terms of which were summarized in the Company’s Current Report on Form 8-K filed on
September 10, 2013, and a copy of which was filed with the Quarterly Report on Form 10-Q for the period ending September 30, 2013 and is incorporated
herein by reference.


ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE


The information required by Item 13 is incorporated by reference from the information under the captions "Certain Relationships and Related Transactions" and
"Board of Directors and Corporate Governance - Director and Nominee Independence" in the Proxy Statement.


ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES


The information required by Item 14 is incorporated by reference from the information under the caption “Principal Accounting Fees and Services” in the Proxy
Statement.
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PART IV
 
ITEM 15.  FINANCIAL STATEMENT SCHEDULES, EXHIBITS
 
 1. II – Valuation and qualifying accounts
 
All other schedules have been omitted because they are not applicable, or the information required is shown in the financial statements or notes thereto.
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Eastman Kodak Company
Index to Exhibits


Exhibit
Number


  


   
(2.1)  Stock and Asset Purchase Agreement, dated as of November 11, 2018, by and between Eastman Kodak Company and MIR Bidco SA.


(Incorporated by reference to Exhibit 2.1 of the Company’s Current Report on Form 8-K as filed November 13, 2018).
   
(2.2)  Earn-Out Agreement, dated as of November 11, 2018, by and between Eastman Kodak Company and MIR Bidco SA. (Incorporated by


reference to Exhibit 2.2 of the Company’s Current Report on Form 8-K as filed November 13, 2018).
   
(3.1)  Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated by reference to Exhibit 4.1 of the


Company’s Registration Statement on Form S-8 as filed on September 3, 2013).
   
(3.2)  Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company. (Incorporated by


reference to Exhibit 3.1 of the Company’s Current Report on Form 8-K as filed November 16, 2016).
   
(3.3)  Fourth Amended and Restated By-Laws of Eastman Kodak Company. (Incorporated by reference to Exhibit 3.1 of the Company’s Current


Report on Form8-K as filed on May 25, 2017).
   
(4.1)  Registration Rights Agreement between Eastman Kodak Company and certain stockholders listed on Schedule 1 thereto, dated September 3,


2013. (Incorporated by reference to Exhibit 4.1 of the Company’s Registration Statement on Form 8-A as filed on September 3, 2013).
   
(4.2)  Warrant Agreement between Eastman Kodak Company and ComputerShare Trust Company, N.A. and ComputerShare Inc. as Warrant


Agent, dated September 3, 2013. (Incorporated by reference to Exhibit 4.2 of the Company’s Registration Statement on Form 8-A as filed on
September 3, 2013). 


   
(4.3)  Registration Rights Agreement by and among Eastman Kodak Company, Southeastern Asset Management, Inc., Longleaf Partners Small-


Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, dated November 15, 2016. (Incorporated by reference to
Exhibit 4.1 of the Company’s Current Report on Form 8-K as filed November 16, 2016).


   
(4.4)  Shareholder Agreement, dated as of April 17, 2017, by and among Eastman Kodak Company, Longleaf Partners Small-Cap Fund, C2W


Partners Master Fund Limited, Deseret Mutual Pension Trust and Southeastern Asset Management, Inc. (Incorporated by reference to
Exhibit 4.6 of the Company’s Amendment No. 2 to Registration Statement on Form S-3 as filed on May 5, 2017).


   
*(10.1)  Eastman Kodak Company 2013 Omnibus Incentive Plan. (Incorporated by reference to Exhibit 4.4 of the Company’s Registration Statement


on Form S-8 as filed on September 3, 2013).
   
*(10.2)  First Amendment to the Eastman Kodak Company 2013 Omnibus Incentive Plan.  (Incorporated by reference to Exhibit 99.1 of the


Company’s Current Report on Form 8-K as filed May 24, 2018).
   
*(10.3)  Second Amendment to the Eastman Kodak Company 2013 Omnibus Incentive Plan, filed herewith.
   
*(10.34  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit Award Agreement. (Incorporated by


reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2013 as filed on
November 12, 2013).


   
*(10.5)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Director Restricted Stock Unit Award Agreement. (Incorporated by


reference to Exhibit 10.3 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2013 as filed on March 19,
2014).


   
*(10.6)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Nonqualified Stock Option Agreement. (Incorporated by reference to


Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2015 as filed on May 7, 2015).
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*(10.7)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award
Agreement (with Modified Accelerated Vesting).(Incorporated by reference to Exhibit 10.5 of the Company’s Annual Report on Form 10-K
for the fiscal year ended December 31, 2016 as filed on March 7, 2017).


   
*(10.8)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award


Agreement (with Continued Vesting). (Incorporated by reference to Exhibit 10.6 of the Company’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2016 as filed on March 7, 2017).


   
*(10.9)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award


Agreement (with Forfeiture upon Termination). (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-
Q for the quarterly period ended June 30, 2017 as filed on August 9, 2017).


   
*(10.10)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Award Agreement for 2018 Performance Incentive


Program.  (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June
30, 2018 as filed on August 9, 2018).


   
*(10.11)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Director Restricted Stock Unit Award Agreement (One Year Vesting).


(Incorporated by reference to Exhibit 10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2017 as
filed on August 9, 2017).


   
*(10.12)  Eastman Kodak Company Deferred Compensation Plan for Directors dated December 26, 2013. (Incorporated by reference to Exhibit 10.23


of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2013 as filed on March 19, 2014).
   
*(10.13)  Eastman Kodak Company Officer Severance Policy, effective as of November 10, 2015. (Incorporated by reference to Exhibit 10.25 of the


Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015 as filed on March 15, 2016).
   
*(10.14)  Eastman Kodak Company Executive Compensation for Excellence and Leadership (as amended and restated January 1, 2014). (Incorporated


by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2014 as filed on
May 6, 2014).


   
*(10.15)  Eastman Kodak Company Administrative Guide for the 2017 Performance Period under the Executive Compensation for Excellence and


Leadership Plan. (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period
ended March 31, 2017 as filed on May 9, 2017).


   
*(10.16)  Eastman Kodak Company Administrative Guide for the 2018 Performance Period under the Executive Compensation for Excellence and


Leadership Plan. (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period
ended March 31, 2018 as filed on May 10, 2018).


   
*(10.17)  Eastman Kodak Company Administrative Guide for Supplemental Awards for the 2018 Performance Period under the Executive


Compensation for Excellence and Leadership Plan.   (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form
10-Q for the quarterly period ended June 30, 2018 as filed on August 9, 2018).


   
*(10.18)  Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, dated March 10, 2014. (Incorporated by reference to


Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2014 as filed on May 6, 2014).
   
*(10.19)  Amendment to Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, dated March 14, 2016. (Incorporated by


reference to Exhibit 10.5 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016 as filed on May
5, 2016).


   
*(10.20)  Amended and Restated Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, effective as of March 12, 2017.


(Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2017
as filed on May 9, 2017).


   
*(10.21)  Eastman Kodak Company 2013 Omnibus Incentive Plan Award Agreement for Jeffrey J. Clarke, dated March 12, 2014. (Incorporated by


reference to Exhibit 10.17 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2016 as filed on March 7,
2017).
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*(10.22)  Separation Agreement and Release between Eastman Kodak Company and Jefferey J. Clarke, dated February 20, 2019, filed herewith.
   
*(10.23)  Executive Chairman Agreement between Eastman Kodak Company and James V. Continenza, dated February 20, 2019, filed herewith.
   
*(10.24)  James V. Continenza Consolidated Award Agreements, Tranches 1-4, dated February 20, 2019, filed herewith.
   
*(10.25)  Employment Agreement with Brad Kruchten, dated July 30, 2013. (Incorporated by reference to Exhibit 10.16 of the Company’s Annual


Report on Form 10-K for the fiscal year ended December 31, 2013 as filed on March 19, 2014).
   
*(10.26)  Employment Agreement between Eastman Kodak Company and Eric Mahe, dated April 23, 2014. (Incorporated by reference to Exhibit


10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2018 as filed on August 9, 2018).


   
*(10.27)  Description of Eric Mahe Travel Stipend.  (Incorporated by reference to the description in Item 5.02 in the Company’s Current Report on


Form 8-K as filed on October 3, 2018).
   
*(10.28)  Employment Agreement between Eastman Kodak Company and David E. Bullwinkle, dated June 20, 2016. (Incorporated by reference to


Exhibit 10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 as filed on August 9, 2016).
   
*(10.29)  Description of David E. Bullwinkle Compensation Increase.  (Incorporated by reference to the description in Item 5.02 in the Company’s


Current Report on Form 8-K as filed on November 30, 2018).
   
*(10.30)  Description of John O’Grady Compensation Increase.  (Incorporated by reference to the description in Item 5.02 in the Company’s Current


Report on Form 8-K as filed on April 9, 2018).
   
*(10.31)  Employment Agreement between Eastman Kodak Company and Sharon Underberg, dated December 17, 2014. (Incorporated by reference


to Exhibit 10.26 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2017 as filed on March 15, 2018).
   
(10.32)  Intercreditor Agreement dated September 3, 2013 among Bank of America, N.A. as Representative with respect to the ABL Credit


Agreement, JPMorgan Chase Bank, N.A. as Representative with respect to the Senior Term Loan Agreement, Barclays Bank PLC, as
Representative with respect to the Junior Term Loan Agreement, Eastman Kodak Company and the other grantors party thereto.
(Incorporated by reference to Exhibit 10.5 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30,
2013 as filed on November 12, 2013).


   
# (10.33)  Senior Secured First Lien Term Credit Agreement dated September 3, 2013 among Eastman Kodak Company, as the Borrower, the lenders


party thereto, JPMorgan Chase Bank, N.A. as Administrative Agent, and J.P. Morgan Securities LLC, Barclays Bank PLC and Merrill
Lynch, Pierce, Fenner & Smith Incorporated, as Joint Lead Arrangers and Joint Bookrunners. (Incorporated by reference to Exhibit 10.6 of
the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2013 as filed on November 12, 2013).


   
# (10.34)  Guarantee and Collateral Agreement dated September 3, 2013 from the grantors referred to therein as Grantors to JPMorgan Chase Bank,


N.A. as Administrative Agent. (Incorporated by reference to Exhibit 10.7 of the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2013 as filed on November 12, 2013).


   
# (10.35)  Amended and Restated Credit Agreement, dated as of May 26, 2016, among Eastman Kodak Company, as Borrower, the guarantors named


therein, as Guarantors, the lenders named therein, as Lenders, Bank of America, N.A., as Administrative and Collateral Agent, and Bank of
America, N.A. and JPMorgan Chase Bank, N.A., as Joint Lead Arrangers and Joint Bookrunners. (Incorporated by reference to Exhibit 10.1
of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 as filed on August 9, 2016).


   
# (10.36)  Amended and Restated Security Agreement, dated May 26, 2016, from the Grantors referred to therein, as Grantors, to Bank of America,


N.A., as Agent. (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2016 as filed on August 9, 2016).
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(10.37)  Series A Preferred Stock Purchase Agreement, dated as of November 7, 2016, by and among Eastman Kodak Company, Southeastern Asset
Management, Inc., Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust. (Incorporated
by reference to Exhibit 10.1 of the Company’s Current Report on Form 8-K as filed on November 7, 2016).


   
(10.38)  Amended and Restated Settlement Agreement (Eastman Business Park) between Eastman Kodak Company, the New York State Department


of Environmental Conservation, and the New York State Urban Development Corporation d/b/a Empire State Development, dated August 6,
2013. (Incorporated by reference to Exhibit 10.10 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended
September 30, 2013 as filed on November 12, 2013).


   
(10.39)  Settlement Agreement between Eastman Kodak Company, Kodak Limited, Kodak International Finance Limited, Kodak Polychrome


Graphics Finance UK Limited, and the KPP Trustees Limited, as trustee for the Kodak Pension Plan of the United Kingdom, dated April 26,
2013. (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30,
2013 as filed on August 7, 2013).


   
(10.40)  Amended and Restated Stock and Asset Purchase Agreement between Eastman Kodak Company, Qualex, Inc., Kodak (Near East), Inc.,


KPP Trustees Limited, as Trustee for the Kodak Pension Plan of the United Kingdom, and, solely for purposes of Section 11.4, KPP Holdco
Limited, dated August 30, 2013. (Incorporated by reference to Exhibit 2.3 of the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2013 as filed on November 12, 2013).


   
(21)  Subsidiaries of Eastman Kodak Company, filed herewith.
   
(23)  Consent of Independent Registered Public Accounting Firm, filed herewith.
   
(31.1)  Certification signed by James V. Continenza, filed herewith.
   
(31.2)  Certification signed by David E. Bullwinkle, filed herewith.
   
(32.1)  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by James


V. Continenza, filed herewith.
   
(32.2)  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 signed by David


E. Bullwinkle, filed herewith.
   
(101.CAL)  XBRL Taxonomy Extension Calculation Linkbase.
   
(101.INS)  XBRL Instance Document.
   
(101.LAB)  XBRL Taxonomy Extension Label Linkbase.
   
(101.PRE)  XBRL Taxonomy Extension Presentation Linkbase.
   
(101.SCH)  XBRL Taxonomy Extension Scheme Linkbase.
   
(101.DEF)  XBRL Taxonomy Extension Definition Linkbase.
   
 
*  Management contract or compensatory plan or arrangement.
# Eastman Kodak Company was granted confidential treatment for certain information contained in this exhibit.  Such information was filed separately with the
Securities and Exchange Commission pursuant to an application for confidential treatment under 17 C.F.R. §§ 200.80(b)(4) and 240.24b-2
 
ITEM 16. FORM 10-K SUMMARY
 
None.
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Schedule II
 


Eastman Kodak Company
Valuation and Qualifying Accounts


 
  Beginning       Net Deductions   Ending  
(in millions)  Balance   Additions   and Other   Balance  
Year ended December 31, 2018                 
Reserve for doubtful accounts  $ 9   4   4  $ 9 
Deferred tax valuation allowance  $ 856   74   77  $ 853 
                 
Year ended December 31, 2017                 
Reserve for doubtful accounts  $ 8   5   4  $ 9 
Deferred tax valuation allowance  $ 1,209   140   493  $ 856
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SIGNATURES


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto duly authorized.
 
 EASTMAN KODAK COMPANY
 (Registrant)
  
By: /s/ James V. Continenza
 James V. Continenza
 Executive Chairman
 April 1, 2019


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in
the capacities and on the date indicated.
 
  Signature  Title
     


By:  /s/ James V. Continenza  Executive Chairman
  James V. Continenza  (Principal Executive Officer)
     


By:  /s/ David E. Bullwinkle  Chief Financial Officer
  David E. Bullwinkle  (Principal Financial Officer)
     


By:  /s/ Eric H. Samuels  Chief Accounting Officer and Corporate Controller
  Eric H. Samuels  (Principal Accounting Officer)
     


By:  /s/ Richard Todd Bradley  Director
  Richard Todd Bradley   
     


By:  /s/ Mark S. Burgess  Director
  Mark S. Burgess   
     


By:  /s/ Matthew A. Doheny  Director
  Matthew A. Doheny   
     


By:  /s/ Jeffrey D. Engelberg  Director
  Jeffrey D. Engelberg   
     


By:  /s/ George Karfunkel  Director
  George Karfunkel   
     


By:  /s/ Phillippe D. Katz  Director
  Phillippe D. Katz   
     


By:  /s/ Jason New  Director
  Jason New   
     


By:  /s/ William G. Parrett  Director
  William G. Parrett   
     


Date: April 1, 2019
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Exhibit (10.3)


SECOND AMENDMENT
TO THE


EASTMAN KODAK COMPANY
2013 OMNIBUS INCENTIVE PLAN


The Eastman Kodak Company 2013 Omnibus Incentive Plan, as amended effective May 22, 2018 (the “Plan”), is hereby
further amended as follows, effective
February 20, 2019:
 
 1. Section 6.7 of the Plan is hereby amended and restated in its entirety to provide as follows:  


“6.7 Individual Limitations. No Employee may be granted Options or Stock
Appreciation Rights covering in excess of 2,500,000 Shares in any calendar year (with
tandem Options and Stock Appreciation Rights being counted only once with respect to this
limit), subject to adjustment as provided in Article 14 hereof.”


* ****


 


 


 







Exhibit (10.22)


SEPARATION AGREEMENT AND RELEASE
 


This Separation and Release Agreement (this “Agreement”) is entered into by and between Jeffrey J. Clarke (“you” or “your’)
and Eastman Kodak Company (the “Company”) (you and the Company collectively, the “Parties”).  The Parties hereby agree as
follows:
 


1. Termination of Employment; Resignation as Director and Officer.  The Parties hereby mutually agree that your
employment with the Company will terminate effective February 20, 2019(the “Termination Date”).  As of the Termination Date, you no
longer will be, and no longer will hold yourself out to be, an employee, agent, or representative of the Company or any of its affiliates or
subsidiaries, and you resign, effective as of the Termination Date, in all capacities as director, officer, member, manager, partner or
similar position of and from the Company and its affiliates and subsidiaries and will deliver any documents the Company determines
necessary to effectuate the foregoing. The Company agrees to pay you the Accrued Compensation and provide you with the Other
Benefits (each as defined in the Amended and Restated Employment Agreement between you and the Company, dated March 30, 2017
(the “Employment Agreement”)) in accordance with the terms of the Employment Agreement.  For the avoidance of doubt, the Accrued
Compensation and Other Benefits shall include $111,149 in vacation pay which was accrued prior to February 1, 2016, which the
Parties acknowledge is the entire amount owed with respect to vacation.  


 
2. Benefits.  Your Company-sponsored group medical and dental coverage, if any, will cease on February 28,


2019.  Thereafter, pursuant to governing law and independent of this Agreement, you, your spouse and your eligible dependents may
continue participation in the Company’s group health and dental plans at your own cost in accordance with the health care continuation
rules under the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended (“COBRA”).  Information regarding COBRA
will be sent to your home in a separate mailing following the Termination Date.


 
3. Separation Benefits.  In consideration of your signing and delivering (and not revoking) this Agreement, in full


settlement of any compensation or benefits to which you otherwise could claim to be entitled, and in exchange for the promises,
covenants, releases, and waivers set forth herein, subject to Section 9 below, the Company agrees to provide you with the following
payments, rights and benefits:  


 
(a) The Company agrees to provide you with a payment in the total gross amount of $82,130.44 (less


applicable deductions and withholdings), representing thirty (30) days of your current base salary, in lieu of the Parties
providing notice pursuant to Section 6(c) of the Employment Agreement. Such amount shall be payable in a lump sum on the
sixty-fifth (65th) day following the Termination Date.


 







(b) The Company agrees to provide you with a severance payment equal to two (2) years’ base salary, in the
total gross amount of $2,000,000 (less applicable deductions and withholdings) (the “Severance Payments”), payable in equal
installments on the Company’s regular payroll dates, with the first installment to be paid on the Company’s first regular
payroll date occurring at least five (5) days after the Effective Date (as defined below), which shall include payment of any
amounts that would otherwise be due prior thereto.
 


(c) The Company agrees to provide you with the Earned Annual Incentive for the fiscal year ending
December 31, 2018, if any, and Pro-Rata Annual Incentive for the Termination Year, if any, each in accordance with the terms
and conditions of the Employment Agreement.  The Earned Annual Incentive, if any, shall be payable in a lump sum sixty-
five (65) days following the Termination Date.  The Pro-Rata Annual Incentive for the Termination Year, if any, shall be
payable in 2020 on the date that such incentive award payments, relating to the 2019 fiscal year are made to the Company’s
management level employees, in accordance with the terms and conditions of the governing plan documents (it being
understood that there is expected to be no Earned Annual Incentive for the fiscal year ending December 31, 2018).


 
(d) The Company agrees to provide you with the Modified Accelerated Vesting (as defined in the


Employment Agreement) of your unvested stock options which would otherwise vest on the vesting date immediately
following  the Termination Date, in accordance with the terms and conditions of Section 6(d)(5) of the Employment
Agreement.  For avoidance of doubt, any other unvested stock options, as well as any other unvested Long-Term Equity
Awards (as defined in the Employment Agreement) and any long-term performance compensation (including your Contingent
Cash Award (as defined in the Employment Agreement)) which are not vested as of the Termination Date, will be forfeited as
of the Termination Date.
 
 
4. Acknowledgement.  You acknowledge and agree that the consideration provided in Paragraph 3, above: (a) is in full


discharge of any and all obligations owed to you, monetarily or otherwise, with respect to your employment; and (b) exceeds any
payment, benefit, or other thing of value to which you might otherwise be entitled.  You specifically acknowledge and agree that, other
than as explicitly provided in this Agreement, you are not entitled to severance under the TAP (as defined in the Employment
Agreement) or the special termination program under the Kodak Retirement Income Plan, any bonus with respect to 2019 or any other
year, or any other salary, wages, interests, stock options, commissions, overtime, paid time off, premiums, royalties, equity, phantom
equity, carried interest, deferred compensation, or other forms of compensation, benefits, fringe benefits, perquisites, or payments of any
kind or nature whatsoever (collectively, “Compensation”).
 


5. Release of Claims.  In exchange for the payments and other consideration provided for herein, which you
acknowledge is fair and sufficient, you hereby agree, represent and warrant as follows:


2
 







You, on your own behalf and on behalf of your heirs, executors, administrators, successors, and assigns (collectively,
“Releasors”), hereby release and forever waive and discharge any and all claims, liabilities, causes of action, demands, charges,
complaints, suits, rights, costs, debts, expenses, promises, agreements, or damages of any kind or nature (collectively, “Claims”) that
you or any of the other Releasors ever had, now have, or might have against the Company or any of its current, former, or future
subsidiaries, parents, divisions, related companies, and affiliates (collectively, with Company, the “Company Entities”), and each and all
of the Company Entities’ respective present, former, and future officers, directors, partners, principals, members, owners, shareholders,
employees, investors, fiduciaries, representatives, and agents (collectively, with the Company Entities, the “Releasees”), arising at any
time prior to the Effective Date of this Agreement, whether such Claims are known to you or unknown to you, whether such Claims are
accrued or contingent, including but not limited to any and all Claims arising directly or indirectly out of your employment or other
relationship with the Releasees, your interests or rights to Compensation from any of the Releasees, or the termination of your
employment or other relationship with any of the Releasees.  The Claims being released and discharged include, but are not limited to,
any and all Claims in law or equity, whether arising under any federal, state, local, or foreign statute, regulation, rule, ordinance,
common law, treaty, constitution, or otherwise, including, without limitation, the following: (i) any and all Claims under Title VII of the
Civil Rights Act of 1964, the Civil Rights Acts of 1866, 1871, and 1991, the Age Discrimination in Employment Act (including the
Older Workers Benefit Protection Act), the Americans with Disabilities Act, the Equal Pay Act, the Workers Adjustment Retraining
Notification Act of 1988, the Fair Labor Standards Act of 1938, the Employee Retirement Income Security Act of 1974, the Family and
Medical Leave Act of 1993, the Sarbanes-Oxley Act of 2002, the Dodd-Frank Act, the Internal Revenue Code of 1986, the New York
Labor Law, the New York Wage Theft Prevention Act, Article 15 of the Executive Law of the State of New York (Human Rights Law),
the New York State WARN Act, the New York City Human Rights Law, and the New York City Earned Sick Time Act, as all such laws
have been amended from time to time; (ii) any and all Claims arising in tort or otherwise arising under the common law, including, but
not limited to, Claims for misrepresentation, defamation, invasion of privacy, libel, slander, conversion, replevin, false light, tortious
interference with contract or economic advantage, negligence, fraud, fraudulent inducement, quantum meruit, promissory estoppel,
implied contract, quasi-contract, prima facie tort, restitution, or any other legal or equitable theory whatsoever; (iii) any and all Claims
for Compensation, other monetary or equitable relief, attorneys’ or experts’ fees or costs, forum fees or costs, or any tangible or
intangible property, in each case except as explicitly set forth herein; (iv) any and all Claims under any agreement with any of the
Releasees, whether express or implied (including, but not limited to, under the Employment Agreement); and (v) any and all Claims
otherwise arising out of or relating to your employment or other relationship with any of the Releasees or the termination thereof
(collectively, all of the foregoing, the “Released Claims”).  The release of Claims in this Agreement shall be construed as broadly as
possible and extend to any and all Claims of any kind or nature whatsoever; provided that the release shall not apply to (v) any Claims
that arise after the Effective Date of this Agreement; (w) any Claims for breach of this Agreement or to enforce the terms of this
Agreement; (x) any Claims that cannot be waived or released as a matter of law; (y) any Claim for indemnification under Section 5(c) of
the Employment Agreement relating to actions or omissions occurring during your employment; or (z) any vested benefits under any
employee benefit pension plan.  For the avoidance of doubt,  you have read Section 1542 of the Civil Code of the State of California,
which provides as follows:
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A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW
OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH
IF KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH
THE DEBTOR.
 
 6. Except as set forth in Section 5 above:


 
(a) You (i) represent that you have not filed or caused to be filed any lawsuit or complaint (“legal action”)


against any of the Releasees in any court with respect to any Claim, whether known or unknown, through the Effective Date, and (ii)
agree not to file any legal action pursuing any Released Claims in the future.  For the avoidance of doubt, nothing in this Agreement,
any other agreement between you and the Company, or any Company policy shall prevent you from filing a charge with the Equal
Employment Opportunity Commission (the “EEOC”) or any other government or self-regulatory agency, or from participating in any
EEOC or other agency investigation; provided that you expressly waive your right to any form of monetary relief or other damages, or
any other form of recovery or relief, from any of the Releasees in connection with any legal action pursuing any Released Claims, or in
connection with any Claim brought by a third party, all to the maximum extent permitted by law.


 
(b) You (i) agree to cooperate fully with the Company during the two-year period following the Termination


Date on all matters relating to your employment and termination of employment, the transition of your duties and responsibilities to
your successor(s), and the conduct of the Company’s business and (ii) agree during such periods to cooperate fully with the Company
regarding, and conduct all of your actions, statements and communications in a manner consistent with, the announcement by the
Company of the termination of your employment; provided however, that nothing in this Section 6(b) shall require additional
compensation to be paid to you from the Company and that the Company agrees to make reasonable scheduling accommodations for
your other obligations.


 
7. Surviving Provisions.  You acknowledge and agree that Section 7 (Confidential Information), Section 8 (On-going


Restrictions on Your Activities), and Section 11 (General Provisions) of the Employment Agreement, as well as Exhibit 1 to Prior
Agreement (Terms of Eastman Kodak Company Employee’s Agreement) attached thereto, shall remain in full force and effect and will
continue to bind you following the Termination Date in accordance with their terms (collectively, all of the foregoing, the “Surviving
Provisions”).  You also shall treat this Agreement as Confidential Information, in accordance with the Surviving
Provisions.  Notwithstanding the foregoing, in accordance with the Defend Trade Secrets Act, 18 U.S.C. § 1833(b), and other applicable
law, nothing in this Agreement, the Employment Agreement, the Surviving Provisions, or any other agreement or policy shall prevent
you from, or expose you to criminal or civil liability under federal or state trade secret law for, (a) directly or indirectly sharing any
Company trade secrets or other Confidential Information (except information protected by any of the Releasees’ attorney-client or work
product privilege) with an attorney or with any federal, state, or local government agencies, regulators, or officials, for the purpose of
investigating or reporting a suspected violation of law, whether in response to a subpoena or otherwise, without notice to the Company;
or (b) disclosing the Company’s trade secrets in a filing in connection with a legal claim, provided that the filing is made under seal.
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8. Non-Admission; Representations.  This Agreement shall not in any way be construed as an admission by any of the


Releasees of any liability or of any wrongful acts whatsoever against you or any other person or entity.  You further represent and
warrant that you are not aware of any facts or circumstances that you know or believe to be either (a) a past or current violation of any
of the Company’s rules and/or policies, or (b) a past or current violation of any laws, rules, and/or regulations applicable to the
Company.  
 


9. Breach of Agreement.  You agree that, upon the Effective Date of this Agreement, you will be bound by all of the
terms and conditions herein.  Should you materially breach this Agreement at any time, including any of the Surviving Provisions, then:
(a) you will indemnify and hold harmless each and all of the Releasees from and against any and all direct and indirect losses, costs,
damages, and/or expenses, including, but not limited to, attorneys’ and experts’ fees, costs, and disbursements incurred by the
Releasees, or any of them, arising in connection with such breach; (b) the Releasees shall have no further obligations to you under this
Agreement or otherwise (including, but not limited to, any obligation to continue to provide the payments and other consideration set
forth in Paragraph 3 of this Agreement); (c) you agree to repay, and the Company will be entitled to recoup, all payments previously
provided to you under Paragraph 3 of this Agreement, plus the attorneys’ fees and costs the Company incurs in recouping such amounts;
(d) the Company shall have all rights and remedies available to it under this Agreement, under the Surviving Provisions, and under any
applicable law or equitable theory; and (e) all of your promises, covenants, representations, and warranties under this Agreement, and
under the Surviving Provisions, will remain in full force and effect.
 


10. Equitable Remedies.  You agree that your breach or threatened breach of Paragraphs 5, 6 or 7 of this Agreement, or
your breach or threatened breach of any of the Surviving Provisions, would result in irreparable and continuing harm to the Releasees
for which there is no adequate remedy at law.  Therefore, each of the Releasees, in addition and supplementary to other rights and
remedies existing in its favor, shall be entitled to specific performance and/or temporary or permanent injunctive or other equitable relief
from a court of competent jurisdiction in order to enforce or prevent any violations of the provisions thereof (without posting a bond or
other security).


 
11. Waiver of Jury Trial.  EACH PARTY HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY


WAIVES, TO THE FULLEST EXTENT SUCH PARTY MAY LEGALLY AND EFFECTIVELY DO SO, TRIAL BY JURY IN ANY
SUIT, ACTION, OR PROCEEDING ARISING HEREUNDER.  Each Party hereto agrees that any legal action or other legal
proceeding (whether in tort, contract, or otherwise) arising under or relating to this Agreement or the enforcement of any provision of
this Agreement, or in respect of any representations made or alleged to be made in connection herewith, shall be brought or otherwise
commenced exclusively in any state or federal court located in Monroe County, New York, New York.
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12. Construction and Severability.  It is the desire and intent of the Parties that the provisions of this Agreement be
enforced to the fullest extent permitted under the laws and public policies applied in each jurisdiction in which enforcement is sought.  If
any provision (or portion thereof) of this Agreement shall be held invalid, illegal, or unenforceable in any jurisdiction, such provision, as
to such jurisdiction, shall be ineffective, without in any way affecting the validity, legality, and enforceability of the remaining
provisions (or portions thereof) contained herein or the validity, legality, and enforceability of such provision in any other
jurisdiction.  Upon a determination that any term or provision (or any portion thereof) is invalid, illegal, or incapable of being enforced,
the Parties agree that an arbitrator or reviewing court shall have the authority to “blue pencil” or modify this Agreement so as to render
it enforceable and effect the original intent of the Parties as reflected herein to the fullest extent permitted by applicable law.  The Parties
further agree, if necessary, to undertake to implement all efforts which are necessary, desirable, and sufficient to amend, supplement, or
substitute all and any such invalid, illegal, or unenforceable provisions (or portions thereof) with enforceable and valid provisions which
would produce, as nearly as may be possible, the result previously intended by the Parties without renegotiation of any material terms
and conditions stipulated herein.


 
13. Execution of Agreement.  You understand that this Agreement includes a release of all legal rights or claims under


the Age Discrimination in Employment Act of 1967 (“ADEA”) (29 U.S.C. § 626, as amended), and all other federal, state, and local
laws regarding age discrimination, whether those claims are presently known to you or hereafter discovered.  To the extent the Company
has a right to recoupment of any amounts paid to you under this Agreement, such right shall not be triggered by any cause of action
brought by you challenging this Agreement under the ADEA.  You understand that you have twenty-one (21) days from the day that you
receive this Agreement, not counting the day upon which you receive it, to consider whether you wish to sign this Agreement.  If you
sign this Agreement before the end of such twenty-one (21) day period, it will be your voluntary decision to do so because you have
decided that you do not need any additional time to decide whether to sign this Agreement.  You also agree that any changes made to
this Agreement before you sign it, whether material or immaterial, will not restart the twenty-one (21) day period.  The Company has
encouraged you in writing to show and discuss this Agreement with an attorney of your choosing before signing it, and to the extent you
wished to do so, you have done so.  You acknowledge and agree that you have been given ample opportunity to carefully consider this
Agreement and read all of its terms, including the release of Claims in Paragraph 5; that you understand you are waiving legal rights or
claims by signing this Agreement; that you fully understand this Agreement and its legal and binding effect; that you are voluntarily and
knowingly signing this Agreement of your own free will, with the intent to be bound by its terms, and free from any duress,
concealment, fraud, or undue influence; and that you are competent to manage your business and personal affairs.  To execute this
Agreement, you must sign and date the Agreement below on or before 9 a.m. eastern time on February 8, 2019, and return a complete
copy thereof to Roger Byrd, either by electronic mail at roger.byrd@kodak.com, or by overnight courier (via FedEx or UPS) at Eastman
Kodak Company, 343 State Street, Rochester, NY 14650.  If you execute this Agreement on or before 9 a.m. eastern time on February 8,
2019, and return it to Roger Byrd as provided herein, you understand that you may rescind this Agreement at any time within seven (7)
days after the date you sign it, not counting the day upon which you sign it.  If you do not revoke this Agreement within such seven (7)
day period, this Agreement will become fully binding, enforceable, and irrevocable on the eighth (8th) calendar day after you sign it (the
“Effective Date”).  
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14. Entire Agreement.  This Agreement and the Surviving Provisions set forth the complete agreement and
understanding among the Parties hereto and fully supersede and preempt any and all prior agreements, understandings, or
representations between you and any of the Releasees, written or oral, which may have related to the subject matter hereof in any way
(including, but not limited to, the Employment Agreement).  You specifically acknowledge and agree that notwithstanding any
discussions or negotiations you may have had with any of the Releasees prior to the execution of this Agreement, you are not relying on
any promises or assurances other than those explicitly contained in this Agreement.  


 
15. Amendment and Waiver.  The provisions of this Agreement may be amended or waived only in a writing signed by


the Company and you, and no course of conduct or course of dealing or failure or delay by any Party hereto in enforcing or exercising
any of the provisions of this Agreement shall affect the validity, binding effect, or enforceability of this Agreement or be deemed to be
an implied waiver of any provision of this Agreement.  The failure of any Party to enforce any of the provisions of this Agreement shall
in no way be construed as a waiver of such provisions and shall not affect the right of such Party thereafter to enforce each and every
provision of this Agreement in accordance with its terms.
 


16. Assignability.  You may not assign your interest in or delegate your duties under this Agreement.  This Agreement
shall be binding upon and inure to the benefit of and be enforceable by the Parties to this Agreement and their successors and assigns.
Without limiting the foregoing, and notwithstanding anything else in this Agreement to the contrary, the Company may assign this
Agreement to, and all rights hereunder shall inure to the benefit of, any entity resulting from the reorganization of the Company or
succeeding to the business or assets of the Company by purchase, merger, consolidation, or otherwise.


 
17. Descriptive Headings; Interpretation.  The descriptive headings of this Agreement are inserted for convenience


only and do not constitute a substantive part of this Agreement.  This Agreement shall be interpreted strictly in accordance with its
terms, to the maximum extent permissible under governing law, and shall not be construed against or in favor of any Party, regardless of
which Party drafted this Agreement or any provision hereof.  Whenever required by the context, any pronoun used in this Agreement
shall include the corresponding masculine, feminine, or neuter forms, and the singular form of nouns, pronouns, and verbs shall include
the plural and vice versa.  The use of the word “including” in this Agreement shall be by way of example rather than by
limitation.  Reference to any agreement, document, or instrument means such agreement, document, or instrument as amended or
otherwise modified from time to time in accordance with the terms thereof, and if applicable hereof.  The use of the words “or,”
“either,” and “any” shall not be exclusive.


 
18. Counterparts.  This Agreement may be executed in one or more counterparts (including by means of signature


pages delivered by a facsimile machine or electronic mail), all of which taken together shall constitute one and the same instrument.
 
19. Governing Law.  This Agreement shall be deemed to have been made in New York, New York, and shall be


interpreted, construed, and enforced pursuant to the laws of the State of New York, without giving effect to New York’s conflict or
choice of law principles.
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20. Section 409A.  This Agreement and the compensation and benefits provided under this Agreement are intended to
be exempt from or comply with the limitations and requirements set forth in Section 409A of the United States Internal Revenue Code
of 1986, as amended, and the regulations promulgated thereunder and other official guidance issued thereunder (“Section 409A”), and
shall be construed, performed and interpreted in accordance with such intent.  References to “termination of employment” and similar
terms used in this Agreement mean, to the extent necessary to qualify for an exemption from or comply with Section 409A, the date that
you first incur a “separation from service” within the meaning of Section 409A.  Each payment under this Agreement in a series of
payments shall be deemed to be a separate payment for purposes of Section 409A.  Notwithstanding anything in this Agreement to the
contrary, if any payment payable under this Agreement as a result of your separation from service is required to be delayed by six
months pursuant to Section 409A, then the Company will make such payment on the day following the date that is six months following
your separation from service with the Company; the amount of such payment will equal the sum of the payments that would have been
paid to you during the six-month period immediately following your separation from service had the payment commenced as of such
date.  Notwithstanding anything herein to the contrary, the Company and its respective officers, directors, employees or agents make no
representations or guarantees that the terms of this Agreement or the arrangements described in this Agreement, in each case, as written,
comply with or are exempt from the provisions of Section 409A or that the payments and benefits provided under this Agreement are or
will be exempt from, or compliant with, Section 409A, and in no event shall any of the Releasees be liable for all or any portion of any
taxes, penalties, interest, or other expenses that you may incur on account of any non-compliance with Section 409A.


 
[Signature Page Follows]
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The Parties hereto, intending to be legally bound, have hereunto executed this Agreement as follows:
 
 
 


 
   /s/ Jeffrey J. Clarke
   Jeffrey J. Clarke
   Date:  February 20, 2019


 
 
 
 


  EASTMAN KODAK COMPANY
    
   By:  /s/ David Bullwinkle
   Name:   David Bullwinkle
   Title:     Chief Financial Officer and Senior Vice President
   Date:     February 20, 2019


 


Signature Page to Separation Agreement
 







 
Exhibit (10.23)


 
 


February 20, 2019
 


James V. Continenza


Re:  Executive Chairman Agreement


Dear Mr. Continenza:


You and Eastman Kodak Company (the “Company”) are entering into this mutually agreeable form of employment agreement (this
“Agreement”), which will be effective as of February 20, 2019 (the “Effective Date”), and which sets forth the terms of your
employment as Executive Chairman of the Company for the Scheduled Term set forth below.


1. Terms Schedule


Some of the terms of your employment are in the attached schedule (your “Schedule”), which is part of this Agreement.


2. Scheduled Term


The term of this Agreement will begin on the Effective Date and, subject to earlier termination as provided for in Section 6 herein, will
end on the earlier of (i) your resignation or removal from the Board of Directors of the Company (the “Board”), and (ii) February 19,
2021 (the “Scheduled Term”).


3. Your Position, Performance and Other Activities


 (a) Position. You will be employed in the position stated in your Schedule.


 (b) Authority, Responsibilities, and Reporting. Your authority, responsibilities and reporting relationships will be
determined from time to time by the Board in good faith.


 (c) Performance. You will devote as much time and attention as is reasonably required to fulfill your responsibilities
hereunder and will use good faith efforts to discharge your responsibilities under this Agreement to the best of your
ability.


 







 
 (d) Other Activities. During the Scheduled Term, you may (1) serve on corporate, civic or charitable boards or


committees, (2) manage personal investments, and (3) serve as an employee for other companies where you are
currently an employee, so long as these activities, whether individually or in the aggregate, do not materially
interfere or conflict with your performance of your responsibilities under this Agreement and do not violate Section
7 or 8 hereof or the Employee’s Agreement (as defined below).  Should such activities as described in this Section
3(d) appear to materially interfere or conflict with your performance, the Company shall promptly notify you in
writing so that you may address any such interference or conflict.


 (e) Acknowledgment of Employee’s Agreement. You acknowledge and agree to comply with the terms of Eastman
Kodak Company Employee’s Agreement, which is attached hereto as Exhibit 1 (the “Employee’s Agreement”). To
the extent any terms of the Employee’s Agreement are inconsistent with this Agreement, this Agreement shall
control.  For purposes of the Employee’s Agreement, you acknowledge and agree that you are employed in the
State of New York.


4. Your Compensation


 (a) Salary. During the Scheduled Term, you will receive an annual base salary (your “Salary”). Commencing on the
Effective Date, the starting amount of your Salary will be the amount set forth in your Schedule. The Executive
Compensation Committee of the Board (the “Committee”) will review your Salary at least annually and may
increase it at any time for any reason. However, your Salary may not be decreased at any time (including after any
increase) absent your prior written consent, and any increase in your Salary will not reduce or limit any other
obligation to you under this Agreement. Your Salary will be paid in accordance with the Company’s normal
practices for similarly situated executives.  Your Salary shall be in lieu of, and not in addition to, any director fees
that you are otherwise entitled to receive, except as otherwise has been or may be determined by the Board and in
compliance with any applicable Company policies.  
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 (b) Annual Incentive. During 2019 and each full year of the Scheduled Term thereafter, you will be eligible to


participate in the Company’s short-term variable pay plan for its management level employees, currently known as
Executive Compensation for Excellence and Leadership (“EXCEL”) (your “Annual Incentive”); provided,
however, that you must be employed and not have given notice or received notice of termination at the time your
Annual Incentive is paid to be eligible to receive such Annual Incentive.  Your annual target award under the
EXCEL plan will be determined in accordance with your Schedule. Any actual award under the EXCEL plan in a
given annual performance period will depend upon performance against corporate goals selected by management
and approved by the Committee and will be paid in the discretion of the Committee.  The terms of the EXCEL plan
itself govern and control all interpretations of the plan. The Annual Incentive, if any, will be payable in accordance
with the terms and conditions of the EXCEL plan.  For the avoidance of doubt, if you have been terminated for any
reason, given notice of your resignation or received notice of termination prior to the date on which any Annual
Incentive is paid you shall automatically forfeit such Annual Incentive.


 (c) Long Term Incentive Awards. On or shortly after the Effective Date, you will be granted, the equity-based awards
stated in your Schedule which will be subject to the terms and conditions set forth in the applicable award
agreements except as otherwise provided by this Agreement.  You acknowledge and agree that, during the
Scheduled Term, you are not entitled to any grants of equity-based awards that you would have otherwise received
solely in your capacity as a director.  


5. Your Benefits


 (a) Employee Benefit Plans. During the Scheduled Term, you will be entitled to participate in each of the Company’s
employee benefit and welfare plans, including plans providing retirement benefits and medical, dental,
hospitalization, life and disability insurance, on a basis that is at least as favorable as that provided to similarly
situated executives of the Company, subject to the terms of applicable Company plans as in effect from time to
time.


 (b) Vacation. During the Scheduled Term, you will be entitled to paid annual vacation in accordance with the Exempt
Employee Flexible Time-Off Plan.


 (c) Business Expenses. During the Scheduled Term, you will be reimbursed for all reasonable business expenses
incurred by you in performing your responsibilities under this Agreement, subject to the terms of applicable
Company reimbursement policies as in effect from time to time.
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 (d) Indemnification; Advancement of Expenses. Pursuant to the Company’s articles of incorporation and bylaws, the


Company will indemnify you and advance or reimburse expenses to the same extent as the most favorable
indemnification and advancement or reimbursement of expenses provisions applicable to any member of the Board.
If the Company’s ability to make any payment contemplated by your applicable indemnification and advancement
or reimbursement of expenses provisions depends on an investigation or determination by the Board or any
member of the Company, at your request the Company will use its best efforts to cause the investigation to be made
(at the Company’s expense) and to have the Board reach a determination as soon as reasonably possible.  


6. Termination of Your Employment; End of Scheduled Term


 (a) No Reason Required. Neither you nor the Company is under any obligation to continue your employment beyond
the Scheduled Term. In addition, you  or the Company may terminate your employment early at any time for any
reason, or for no reason, subject to compliance with Section 6(c); provided, however, if the Company terminates
your employment for any reason other than Cause prior to the first anniversary of the Effective Date, the Company
shall pay you an amount equal to any remaining Base Salary that would have been due to you had your
employment not been terminated by the Company for any reason other than Cause prior the first anniversary of the
Effective Date, minus applicable withholdings and deductions, to be paid in equal installments on the Company’s
regular payroll dates, in accordance with Section 6(k) below, and any of your stock options which are outstanding
and unvested as of the date of such termination of your employment shall immediately become fully vested.
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 (b) Related Definitions.


 1. “Cause” means any of the following: (A) your Willful and continued failure or refusal for a period of at
least 60 days following delivery to you of a written notification from the Board to attempt to perform the
usual, customary or reasonable functions of your positions other than due to a disability or approved
leave; or (B) your gross negligence or Willful misconduct in the performance of your duties or
obligations to the Company that is, as determined by the Board in good faith, materially detrimental to
the Company; or (C) your conviction of any felony (other than a felony predicated on your vicarious
liability or involving a traffic violation) or crime involving moral turpitude; or (D) your unlawful
possession, use or sale of narcotics or other controlled substances, or performing job duties while
illegally used controlled substances are present in your system; or (E) your material breach of this
Agreement which, if correctable, remains uncorrected for 20 days after written notice to you by the
Company of the breach; or (F) your material breach of a requirement of the Kodak Business Conduct
Guide which requirement has consistently resulted in the termination of employment by employees who
have committed similar breaches and which, if correctable, remains uncorrected for 20 days after written
notice to you by the Company of the breach; or (G) your material breach of the Employee’s Agreement.


 2. “Disability” means meeting the definition of disability under the terms of the Kodak Long-Term
Disability Plan and receiving benefits under such plan.


 3. “Willful” means any act done or omitted to be done not in good faith and without reasonable belief that
such action or omission was in the best interest of the Company.


 (c) Advance Notice Generally Required.


 1. To terminate your employment before the end of the Scheduled Term, either you or the Company must
provide a Termination Notice to the other.  A “Termination Notice” is a written notice that states the
specific provision of this Agreement on which termination is based, including, if applicable, the specific
clause of the definition of Cause and a reasonably detailed description of the facts that permit
termination under that clause; provided, that the failure to include any fact in a Termination Notice that
contributes to a showing of Cause does not preclude the Company from asserting that fact in enforcing
its rights under this Agreement.
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 2. You and the Company agree to provide 30 days’ advance Termination Notice of any termination, unless


your employment is terminated by the Company for Cause or because of your Disability or death. If you
die or become Disabled after the Company provides a Termination Notice without Cause, your
termination will be treated as a termination without Cause, effective as of the date of your Disability or
death.


 3. Following receipt of such notice, the Company may, at its sole discretion, choose to either (1) waive that
notice period (thereby immediately terminating your employment) or (2) place you on paid leave, at your
then-current salary for any or all of the notice period.


 (d) Without Cause. If, during the Scheduled Term, but after the first anniversary of the Effective Date, the Company
terminates your employment without Cause:


 1. The Company will pay you the following at the end of your employment: (A) your accrued but unpaid
Salary through the last day of your employment and (B) any accrued expense reimbursements and other
cash entitlements (including for accrued expense reimbursement for which supporting documentation is
submitted within 30 days after the termination of your employment) (together, your “Accrued
Compensation”). In addition, the Company will timely pay you any amounts and provide you any
benefits that are required, or to which you are entitled, under any plan, contract or arrangement of the
Company as of the end of your employment (together, your “Other Benefits”).


 2. Subject to executing, delivering and not revoking a release of any and all claims you may have against
the Company (other than the rights and benefits provided in Section 5 and the other rights under this
Agreement that continue following your employment) in a form reasonably provided by the Company
such that you have taken all action necessary for such release to become effective and irrevocable no
later than 65 days following your date of termination, the Company shall pay you, subject to applicable
deductions and withholdings, and in accordance with Sections 6(j) and 6(k) below, (a) an amount, if any,
equal to any Annual Incentive for the fiscal year ending immediately prior to the year in which your
employment is terminated by the Company without Cause that was forfeited upon such termination,
subject to the Company’s achievement of applicable performance targets consistent with the terms of the
EXCEL plan, and (b) an amount, if any, equal to the Annual Incentive that was forfeited upon
termination in respect of the fiscal year in which your termination of employment occurs, pro-rated
based upon the number of days from the beginning of such fiscal year through the date of your
termination of employment (the “Pro-Rata Annual Incentive for the Termination Year”), subject to the
Company’s achievement of applicable performance targets consistent the terms of the EXCEL plan.  The
calculation of payment(s), if any, set forth in this Section 6(d)(3) shall be made in accordance with the
terms of the EXCEL plan.
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 (e) For Cause or Your Voluntary Termination. If, during the Scheduled Term, the Company terminates your


employment for Cause or you terminate your employment for any reason, the Company will pay your Accrued
Compensation and your Other Benefits.  Effective upon the date of this termination for Cause or  voluntary
termination at your election for any reason, all of the unvested portion of your remaining equity-based awards
(other than restricted stock units granted to you solely in your capacity as a director prior to the Effective Date) will
be immediately forfeited.


 (f) For Your Disability or Death.  If, during the Scheduled Term, your employment terminates as a result of your
Disability or death, the Company will pay (1) your Accrued Compensation, and will provide you (2) your Other
Benefits.


 (g) You hereby acknowledge and agree that you shall not be eligible for any payment or benefit under the Termination
Allowance Plan if your employment ceases under Sections 6(a), (d), or (e) herein.


 (h) Benefits Bearing.  In no event shall any of the payments or benefits provided under this Section 6 be “benefits
bearing.”


 (j) Timing. The benefits provided in this Section 6 will begin at the end of your employment, and any cash payments
owed to you under this Section 6 (other than under Section 6(a)) will be paid in one lump sum 65 days following
your date of termination except that any Pro-Rata Annual Incentive for the Termination Year shall be paid in the
year following the year in which such termination of employment occurs.     
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 (k) Section 409A. This Agreement is intended to comply with or be exempt from the requirements of Section 409A of


the Internal Revenue Code of 1986, as amended, and the regulations promulgated thereunder and other official
guidance issued thereunder (“Section 409A”) with respect to amounts or benefits, if any, subject thereto and shall
be interpreted, construed and performed consistent with such intent. To the extent you would otherwise be entitled
to any payment that under this Agreement, or any plan or arrangement of the Company or its affiliates, constitutes
“deferred compensation” subject to Section 409A, and that if paid during the six months beginning on the date of
termination of your employment would be subject to the Section 409A additional tax because you are a “specified
employee” (within the meaning of Section 409A and as determined by the Company), the payment will be paid to
you on the earlier of the day following the six-month anniversary of your date of termination or your death.
Similarly, to the extent you would otherwise be entitled to any benefit (other than a payment) during the six months
beginning on termination of your employment that would be subject to the Section 409A additional tax, the benefit
will be delayed and will begin being provided (together, if applicable, with an adjustment to compensate you for
the delay) on the earlier of the six-month anniversary of your date of termination or your death. In addition, any
payment or benefit due upon a termination of your employment that represents “deferred compensation”‘ subject to
Section 409A shall be paid or provided to you only upon a “separation from service” as defined in Treas. Reg. §
1.409A-1(h). Each payment under this Agreement shall be deemed to be a separate payment for purposes of
Section 409A, amounts payable under Sections 6(a) and 6(d)(1) through 6(d)(2)(a) of this Agreement shall be
deemed not to be “deferred compensation” subject to Section 409A to the extent provided in the exceptions in
Treas. Reg. Sections 1.409A-1(b)(4) (“short-term deferrals”) and (b)(9) (“separation pay plans,” including the
exception under subparagraph (iii)) and other applicable provisions of Treas. Reg. Section 1.409A-1 through A-
6.  Notwithstanding anything to the contrary in this Agreement, the Company and its officers, directors, employees
or agents make no representations or guarantees that the terms of this Agreement or the arrangements described in
this Agreement, in each case, as written, comply with or are exempt from the provisions of Section 409A or that the
payments and benefits provided under this Agreement are or will be exempt from, or compliant with, Section
409A, and in no event shall the Company and its officers, directors, employees or agents be liable for all or any
portion of any taxes, penalties, interest or other expenses that you may incur on account of any non-compliance
with Section 409A.
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Notwithstanding anything to the contrary in this Agreement or elsewhere, any payment or benefit under this
Agreement or otherwise that is exempt from Section 409A pursuant to Treas. Reg. Section 1.409A-1(b)(9)(v)(A) or
(C) shall be paid or provided to you only to the extent that the expenses are not incurred, or the benefits are not
provided, beyond the last day of your second taxable year following your taxable year in which the “separation
from service” occurs; and provided further that such expenses are reimbursed no later than the last day of your
third taxable year following the taxable year in which your “separation from service” occurs. Except as otherwise
expressly provided herein, to the extent any expense reimbursement or the provision of any in-kind benefit under
this Agreement is determined to be subject to Section 409A, the amount of any such expenses eligible for
reimbursement, or the provision of any in-kind benefit, in one calendar year shall not affect the expenses eligible
for reimbursement in any other taxable year (except for any life-time or other aggregate limitation applicable to
medical expenses), in no event shall any expenses be reimbursed after the last day of the calendar year following
the calendar year in which you incurred such expenses, and in no event shall any right to reimbursement or the
provision of any in-kind benefit be subject to liquidation or exchange for another benefit.


7. Confidential Information


You acknowledge and agree that confidential information, including, without limitation, Company intellectual property, customer lists
and other proprietary business information, obtained by you while employed by the Company or any of its subsidiaries concerning the
business affairs of the Company or any subsidiary of the Company are the property of the Company or such subsidiary (hereinafter,
“Confidential Information”). Consequently, you agree that, except to the extent required by applicable law, statute, ordinance, rule,
regulation or orders of courts or regulatory authorities, you shall not at any time (whether during or after your employment) disclose to
any unauthorized person or use for your own account any Confidential Information without the prior written consent of the Company,
unless and to the extent that the aforementioned matters are or become generally known to and available for use by the public other than
as a result of your acts or omissions to act or as required by law.
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Notwithstanding the foregoing, nothing in this Section 7, this Agreement, the Employee’s Agreement, or any other agreement or
Company policy (a) prohibits or prevents you from making reports or assisting in the investigation of possible violations of federal law
or regulation with any governmental agency, official, or entity in accordance with the provisions and rules of Section 21F of the
Exchange Act, Section 806 of the Sarbanes-Oxley Act of 2002, or of any other whistleblower protection provisions of state or federal
law or regulation, or (b) requires notification or prior approval by the Company of any such report or assistance; provided that, you are
not authorized to disclose communications with counsel that were made for the purpose of receiving legal advice or that contain legal
advice on behalf of the Company or any of its subsidiaries, or that are protected by the Company’s or any of its subsidiaries’ attorney
work product or similar privilege. Furthermore, in accordance with the Defend Trade Secrets Act, 18 U.S.C. § 1833(b), and other
applicable law, you shall not be held criminally or civilly liable under any federal or state trade secret law for the disclosure of a trade
secret that is made (1) in confidence to a federal, state or local government official, either directly or indirectly, or to an attorney, in each
case, solely for the purpose of reporting or investigating a suspected violation of law or (2) in a complaint or other document filed in a
lawsuit or proceeding, if such filings are made under seal.


You shall deliver to the Company at the termination of your employment, or at any other time the Company may request, all
memoranda, notes, plans, records, reports, computer tapes and software and other documents and data (and copies thereof) containing or
constituting Confidential Information which you may then possess or have under your control.


8. On-going Restrictions on Your Activities


 (a) Related Definitions.


 1. “Competitive Enterprise” means any business enterprise that derives more than 20% of its revenue from
any activity that competes anywhere with any activity that the Company is then engaged in and which
activity generates more than 10% of the Company’s revenue.


 2. “Client” means any client or prospective client of the Company to whom you provided services, or for
whom you transacted business, or whose identity became known to you in connection with
your  employment by the Company.


 3. “Solicit” means any direct or indirect communication that in any way invites, advises, encourages or
requests any person to take or refrain from taking any action.


 (b) Your Importance to the Company and the Effect of this Section 8. You acknowledge that:
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 1. In the course of your involvement in the Company’s activities, you will have access to Confidential


Information and the Company’s client base and will profit from the goodwill associated with the
Company. On the other hand, in view of your access to Confidential Information and your importance to
the Company, if you compete with the Company for some time after your employment, the Company
will likely suffer significant harm. In return for the benefits you will receive from the Company and to
induce the Company to enter into this Agreement, and in light of the potential harm you could cause the
Company, you agree to the provisions of this Section 8. The Company would not have entered into this
Agreement if you did not agree to this Section 8.


 (c) Transition Assistance. During the 90 days after a Termination Notice has been given, you will take all actions the
Company may reasonably request to maintain for the Company the business, goodwill and business relationships
with any Clients.


 (e) Non-Solicitation of Clients. Until the end of the twelve (12) month period following the end of the Scheduled Term,
you will not Solicit any Client to transact business with a Competitive Enterprise or to reduce or refrain from doing
any business with the Company or interfere with or damage any relationship between the Company and a Client.


 (f) Non-Solicitation of Company Employees. Until the end of the twelve  (12) month period following the end of the
Scheduled Term, you will not attempt to Solicit anyone who is then an employee or consultant of the Company (or
who was an employee or consultant of the Company within the prior six months) to resign from or cease to provide
services to the Company or to apply for or accept employment with any Competitive Enterprise.


 (g) Notice to New Employers. Before you accept employment with any other person or entity while this Section 8 is in
effect, you will provide the prospective employer with written notice of the provisions of this Section 8 and will
deliver a copy of the notice to the Company.
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 (h) Other Employment.  Notwithstanding anything to the contrary contained in this Agreement or the Employee’s


Agreement, no term or condition of this Agreement or the Employee’s Agreement shall restrict you from
continuing employment as Chief Executive Officer of Vivial, Inc. in a manner substantially similar to how such
employment is conducted as of the date of this Agreement.  You hereby represent and warrant to the Company that
(a) the execution, delivery and performance of this Agreement by you does not and shall not conflict with, breach,
violate or cause a default under any contract, agreement, instrument, order, judgment or decree to which you are a
party or by which you are bound, (b) you are not a party to or bound by any employment agreement, consulting
agreement, non-compete agreement, confidentiality agreement or other restriction with any other person or entity,
which would be breached by entering into this Agreement, and (c) you will abide by all contractual obligations that
you may have to all prior employers or other persons or entities, and you will not retain, review, or utilize any other
person's or entity's confidential or proprietary information or trade secrets in connection with your work for the
Company, or share or disclose any such information with or to the Company or any of its personnel. You agree to
immediately notify the Company, in writing, if any representation in this Section 8 is or becomes untrue or
inaccurate at any time. In addition, should you become aware of any reason that you cannot remain employed by
the Company or fully execute your responsibilities for the Company, or should a former employer or any other
person or entity allege that you are in violation of any obligation to such person or entity, or if you believe any
violation of law exists relating to the Company, you promise to immediately so notify the Company in writing.


9. Effect on Other Agreements; Entire Agreement


This Agreement and the Employee’s Agreement contain the entire agreement between you and the Company with respect to the
relationship contemplated by this Agreement and supersedes any earlier agreement, written or oral, with respect to the subject matter of
this Agreement. In entering into this Agreement, no party has relied on or made any representation, warranty, inducement, promise or
understanding that is not in this Agreement or the Employee’s Agreement.
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9a. Indemnification


Pursuant to the Company’s articles of incorporation and bylaws, the Company will indemnify you and advance or reimburse expenses to
the same extent as the most favorable indemnification and advancement or reimbursement of expenses provisions applicable to any
member of the Board. If the Company’s ability to make any payment contemplated by your applicable indemnification and advancement
or reimbursement of expenses provisions depends on an investigation or determination by the Board or any member of the Company, at
your request the Company will use its best efforts to cause the investigation to be made (at the Company’s expense) and to have the
Board reach a determination as soon as reasonably possible.  For the avoidance of doubt, the obligations of the Company under this
Section 9(a), shall include if you are or were involved in any matter (including, without limitation as a party or witness) or is threatened
to be made so involved in any threatened, pending or completed investigation, claim, action, suit or proceeding, whether civil, criminal,
administrative or investigative (a “Proceeding”) by reason of the fact that you are or were a director, officer or agent of the Company
and shall cover Proceedings whether now pending or hereafter commenced and shall be retroactive to cover acts or omissions or alleged
acts or omissions relating to the Company or any of its affiliates that take pace during your tenure with the Company, subject to the
terms set forth above.


10. Successors


 (a) Assignment by You. You may not assign this Agreement without the Company’s consent. Also, except as required
by law, your right to receive payments or benefits under this Agreement may not be subject to execution,
attachment, levy or similar process. Any attempt to effect any of the preceding in violation of this Section 10,
whether voluntary or involuntary, will be void.


 (b) Assumption by any Surviving Company. Before the effectiveness of any merger, consolidation, statutory share
exchange or similar transaction (including an exchange offer combined with a merger or consolidation) involving
the Company (a “Reorganization”) or any sale, lease or other disposition (including by way of a series of
transactions or by way of merger, consolidation, stock sale or similar transaction involving one or more
subsidiaries) of all or substantially all of the Company’s consolidated assets (a “Sale”), the Company will cause (1)
the Surviving Company to unconditionally assume this Agreement in writing and (2) a copy of the assumption to
be provided to you. After the Reorganization or Sale, the Surviving Company will be treated for all purposes as the
Company under this Agreement. The “Surviving Company” means (A) in a Reorganization, the entity resulting
from the Reorganization or (B) in a Sale, the entity that has acquired all or substantially all of the assets of the
Company.
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11. General Provisions


 (a) Withholding. You and the Company will treat all payments to you under this Agreement as compensation for
services. Accordingly, the Company may withhold from any payment any taxes that are required to be withheld
under any law, rule or regulation.


 (b) Severability. If any provision of this Agreement is found by any court of competent jurisdiction (or legally
empowered agency) to be illegal, invalid or unenforceable for any reason, then (1) the provision will be amended
automatically to the minimum extent necessary to cure the illegality or invalidity and permit enforcement and (2)
the remainder of this Agreement will not be affected. In particular, if any provision of Section 8 is so found to
violate law or be unenforceable because it applies for longer than a maximum permitted period or to greater than a
maximum permitted area, it will be automatically amended to apply for the maximum permitted period and
maximum permitted area.


 (c) No Set-off or Mitigation. Your and the Company’s respective obligations under this Agreement will not be affected
by any set-off, counterclaim, recoupment or other right you or any member of the Company may have against each
other or anyone else (except as this Agreement specifically states). You do not need to seek other employment or
take any other action to mitigate any amounts owed to you under this Agreement, and those amounts will not be
reduced if you do obtain other employment.


 (d) Notices. All notices, requests, demands and other communications under this Agreement must be in writing and
will be deemed given (1) on the business day sent, when delivered by hand or facsimile transmission (with
confirmation) during normal business hours, (2) on the business day after the business day sent, if delivered by a
nationally recognized overnight courier or (3) on the third business day after the business day sent if delivered by
registered or certified mail, return receipt requested, in each case to the following address or number (or to such
other addresses or numbers as may be specified by notice that conforms to this Section 11(d)):


If to you, to the address stated on the first page of this Agreement with a copy to:


Jessica T. Rosenberg
Kasowitz, Benson, Torres LLP
1633 Broadway
New York, New York 10019
jrosenberg@kasowitz.com
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If to the Company or any other member of the Company, to:


Eastman Kodak Company
343 State Street
Rochester, New York 14650-0224
Attention: General Counsel
 


 (e) Amendments and Waivers. Any provision of this Agreement or the Employee’s Agreement may be amended or
waived, but only if the amendment or waiver is in writing and signed, in the case of an amendment, by you and the
Company or, in the case of a waiver, by the party that would have benefited from the provision waived. Except as
this Agreement or the Employee’s Agreement otherwise provides, no failure or delay by you or the Company to
exercise any right or remedy under this Agreement will operate as a waiver, and no partial exercise of any right or
remedy will preclude any further exercise.


 (f) Jurisdiction; Choice of Forum; Costs. You and the Company irrevocably submit to the exclusive jurisdiction of any
state or federal court located in the County of New York over any controversy or claim arising out of or relating to
or concerning this Agreement or any aspect of your employment with the Company (together, an “Employment
Matter”). Both you and the Company (1) acknowledge that the forum stated in this Section 11(f) has a reasonable
relation to this Agreement and to the relationship between you and the Company and that the submission to the
forum will apply even if the forum chooses to apply non-forum law, (2) waive, to the extent permitted by law, any
objection to personal jurisdiction or to the laying of venue of any action or proceeding covered by this Section 11(f)
in the forum stated in this Section, (3) agree not to commence any such action or proceeding in any forum other
than the forum stated in this Section 11(f) and (4) agree that, to the extent permitted by law, a final and non-
appealable judgment in any such action or proceeding in any such court will be conclusive and binding on you and
the Company. However, nothing in this Agreement precludes you or the Company from bringing any action or
proceeding in any court for the purpose of enforcing the provisions of this Section 11(f). To the extent permitted by
law, the Company will pay or reimburse any reasonable expenses, including reasonable attorney’s fees, you incur
as a result of any Employment Matter.


 (g) Governing Law. This Agreement will be governed by and construed in accordance with the law of the State
of New York applicable to contracts made and to be performed entirely within that State.


 (h) Counterparts. This Agreement may be executed in counterparts, each of which will constitute an original and all of
which, when taken together, will constitute one agreement.
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 (i) Legal Fees.  You shall be entitled to be reimbursed by the Company in an amount not to exceed $30,000 for


reasonable legal fees and expenses incurred by you in connection with negotiating and documenting this
Agreement, subject to receiving customary back-up documentation regarding such fees and expenses within thirty
(30) days following the Effective Date. Reimbursement for such fees and expenses shall be made within thirty (30)
days after receipt of documentation reasonably acceptable to the Company, but in no event later than the last day of
the taxable year following the taxable year in which such fees and costs were incurred.


[signature page follows]
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IN WITNESS WHEREOF, the parties hereto have executed and delivered this Agreement as of the date first above written.


 
    


   By:  /s/ David Bullwinkle
   Name:  David Bullwinkle
   Title:    Chief Financial Officer and Senior Vice President


[Signature page to Executive Chairman Agreement]







 
 


 


EXECUTIVE CHARIMAN


 
/s/ James V. Continenza


   James V. Continenza


 


[Signature page to Executive Chairman Agreement]







 
 
CONFIDENTIAL


JAMES V. CONTINENZA


EXECUTIVE CHAIRMAN AGREEMENT


EFFECTIVE FEBRUARY 20, 2019
TERMS SCHEDULE


Position Executive Chairman, Eastman Kodak Company


Base Salary $1,000,000


Annual Cash Performance
Incentive under the
Company’s Executive
Compensation for
Excellence and Leadership
(EXCEL) Plan1 (or
successor plan thereto)


The target level for your Annual Incentive will be 75% of your Base Salary,
predicated on the achievement by the Company of the goals set by the Compensation
Committee for each fiscal year.


The maximum payout under the EXCEL plan is 200%.


 


Long-Term Incentive
Compensation


On the Effective Date, you will be granted the following stock options (which number
of options and exercise prices are subject to adjustment in accordance with the terms
and conditions of the Eastman Kodak Company 2013 Omnibus Incentive Plan (as
amended effective May 22, 2018 and as it may be further amended, the “Plan”) ):


Tranche 1 (1,150,000 Stock Options)


The strike price of the Stock Options in Tranche 1 will be equal to the Fair Market
Value (as defined in the Plan) on the grant date.


Tranche 2 (700,000 Stock Options)


The strike price of the Stock Options in Tranche 2 will be split into two parts.


The first 350,000 will be equal to the Fair Market Value (as defined in the Plan) on the
grant date plus $1.50.


The second 350,000 will be equal to the Fair Market Value (as defined in the Plan) on
the grant date plus $3.00.


Tranche 3 (200,000 Stock Options)


The strike price of the Stock Options in Tranche 3 will be equal to $12.00.


The Stock Options granted in Tranche 1, Tranche 2 and Tranche 3 will vest as
follows: (i) 50% on the grant date and (ii) the remaining 50% in substantially equal
installments on each of the date that is 3 months, 6 months, 9 months and 12 months
following the grant date, subject to continued employment through each applicable
vesting date, except as otherwise expressly provided for in the Executive Chairman
Agreement or in the applicable award agreement.


 


 
 
 
1 EXCEL plan performance metrics are determined annually by the Executive Compensation Committee.
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(Terms of Eastman Kodak Company Employee’s Agreement)


 


EASTMAN KODAK COMPANY
EMPLOYEE’S AGREEMENT


PREAMBLE


Eastman Kodak Company and its affiliates and subsidiaries (hereinafter collectively called “Kodak”) operate in very
competitive environments around the world. As part of your employment, you may from time to time have access to confidential and
proprietary company information. This Employee’s Agreement (this “Agreement”) governs certain understandings between Kodak and
you regarding your work for Kodak, its confidential and proprietary information, and your responsibilities to Kodak including, but not
limited to, nondisclosure of Kodak’s  Confidential Information and Proprietary Information (each as defined below), assignment of
rights, improper competition (as applicable), and non-solicitation.


BACKGROUND


I understand that Kodak is engaged in the research, development, manufacture, use, marketing and sale of and services related
to equipment, materials (including, but not limited to, photographic and other imaging media), software, firmware, components, web
applications, multimedia data including, but not limited to, audio information, hardcopy information, digital information (including but
not limited to metadata), chemicals, and systems including any of the foregoing (collectively, “Kodak Business”). I also understand that,
in connection with the Kodak Business, I will be exposed to and may generate information including, but not limited to, technical,
marketing, accounting, cost, sales, medical, personnel data, customer lists, vendor lists, production procedures, administrative and
service information (hereinafter collectively “Kodak Proprietary Information”). I further understand that Kodak requires its employees
to assign to it all right, title and interest in and to all worldwide inventions, discoveries, improvements, patents, trade secrets,
trademarks, mask works, any and all other copyrightable subject matter, and any application for any of the foregoing (hereinafter
separately and collectively called “Rights”) within or arising out of any field of employment in which they work during their
employment by Kodak and for a period of time after termination of employment from Kodak as described more fully below, and that
this Agreement is essential for the full protection of the Kodak Business.


 
 







 
 


Therefore, in consideration of my employment by Kodak and of certain other benefits to be received by me in connection
with such employment, it is understood and agreed as follows:


1. Nondisclosure


During my employment by Kodak, and thereafter, I will not disclose to any person or entity or make use of any Kodak
Proprietary Information, trade secret, or other information of a confidential nature regarding the Kodak Business or the
commercial, financial, technical or business affairs of Kodak, including such trade secret, proprietary or confidential
information of any customer or other entity to which Kodak owes an obligation not to disclose such information, which I
acquire during my employment by Kodak, including, but not limited to, records kept in the ordinary course of business
(hereinafter collectively called “Kodak Confidential Information”), except as such disclosure or use may be required in
connection with my work as an employee of Kodak. I understand that this restriction prohibits disclosure to Kodak affiliates
and subsidiaries in which Kodak owns less than 80% of the stock, unless I receive written authorization for specific
disclosures from my management.  Notwithstanding the foregoing, in accordance with the Defend Trade Secrets Act, 18
U.S.C. § 1833(b), and other applicable law, nothing in this section 1, this Employee’s Agreement, or any other agreement or
Kodak policy shall prevent me from, or expose me to criminal or civil liability under federal or state trade secret law for, (a)
directly or indirectly sharing any trade secrets or other Confidential Information (except information protected by Kodak’s or
any of its subsidiaries’ attorney-client or work product privilege) with an attorney or with any federal, state, or local
government agencies, regulators, or officials, for the purpose of investigating or reporting a suspected violation of law,
whether in response to a subpoena or otherwise, without notice to Kodak, or (b) disclosing Kodak’s trade secrets in a filing in
connection with a legal claim, provided that the filing is made under seal.


2. Assignment of Rights


 2.1 I hereby assign and transfer to Kodak all of my right, title and interest in and to all Rights that are made or
conceived by me, alone or with others: (i) during my employment by Kodak, that are within or arise out of any
general field of the Kodak Business in which I have been employed or have worked during my employment by
Kodak; and (ii) during my employment by Kodak and within the two (2) years following the termination of my
employment from Kodak, that (a) arise out of any work I perform or information I received regarding the Kodak
Business which I received while employed by Kodak; or (b) arise from work that Kodak authorizes me to perform
for or on behalf of any person or entity affiliated with Kodak.


 2.2 While employed in California, no employee will be required to make an assignment of any invention to the extent
prohibited by California Labor Code §2870(a) (a copy of which will be made available to any employee upon
request).


 
 







 
 
 2.3 I will fully disclose to Kodak as promptly as available all information known or possessed by me concerning the


Rights referred to in the preceding section 2.1, and upon request by Kodak and without any further remuneration in
any form to me by Kodak, but at the expense of Kodak, execute all applications for patents and for copyright
registrations, assignments thereof and other instruments and do all things which Kodak deems necessary to vest and
maintain in it the entire right, title and interest in and to all such Rights.


3. Improper Competition


 3.1 The restrictions contained in this section 3 will apply during my employment by Kodak and continue after the
termination of my employment for any reason (except if I am involuntarily terminated without Cause unrelated to
my breach or threatened breach of my obligations in this Agreement) for a period equal to twelve (12) months (the
“Post Employment Period”).


 3.2 During the Post Employment Period, I will, prior to accepting employment with a Competing Business (as defined
in section 3.3), inform that Competing Business of the existence of this Agreement and provide a copy to that
Competing Business.


 3.3 During the Post-Employment Period, the restrictions of section 3.3 will apply only to my work or activities within
the relevant geographic area(s) or with the accounts, as defined in this section.


 3.3.1 If I was employed by Kodak in a sales or service job immediately prior to the termination of my
employment, and if my responsibilities were confined to specific territories, accounts, or regions, then
the restrictions will apply to: (a) any and all sales or service territories, or regions in which I worked
within the two (2) years prior to termination of my employment and, (b) the then existing accounts and
prospective accounts of Kodak with which I worked within the two (2) years immediately preceding
termination of my employment with Kodak.


 3.3.2 If, immediately prior to the termination of my Kodak employment: (a) I was employed by Kodak in a
sales or service job and my responsibilities were not confined to specific territories, accounts or regions,
or (b) if I was employed by Kodak in any other capacity, then the relevant geographic area(s) will consist
of the United States and any other country to which my responsibilities extended, unless a narrower
geographic area would be sufficient to protect from disclosure the Kodak Confidential Information of
which I have knowledge.


 
 







 
 


I understand and agree that the foregoing geographic restrictions are necessary in light of the
international scope of the Kodak Business and the business of Kodak’s competitors, and that the
disclosure or use anywhere of Kodak Confidential Information to or for the benefit of a Competing
Business would irreparably harm Kodak.


 3.3.3 I understand that this section 3 will not be effective at any time during which I am employed by Kodak
in the State of California.


 


4. Non-solicitation


In order to protect Kodak’s trade secrets, during my Kodak employment and for a period of one (1) year after termination of
my employment for any reason (whether voluntarily or involuntarily or with or without cause), I will not, directly or
indirectly, either for myself or for the benefit of any other person or entity: (i) induce or attempt to induce any employee of
Kodak to leave the employ of Kodak, (ii) in any way interfere with the relationships between Kodak and any employee of
Kodak, (iii) employ or otherwise engage as an employee, independent contractor or otherwise, any person who has been an
employee of Kodak during the six (6) months immediately preceding such employment(iv) solicit, entice, call upon or contact
in any way, for the purpose or with the effect of diverting or taking away or attempting to divert or take away, any of Kodak’s
customers or suppliers and suppliers to do business with a Competing Business.


5. Return of Property


I agree that, upon termination of my employment for any reason (whether voluntary or involuntary or with or without cause),
I will immediately return to Kodak, (i) all Kodak Confidential Information in any form (including without limitation printed,
handwritten, and electronically-stored materials or information), together with all copies, thereof, within my possession,
custody or control and; (ii) all other Kodak property in my possession, custody or control, including, but not limited to, office
keys, identification badges or passes, personal devices (including, but not limited to, cellular phones, smartphones, tablets,
laptops, or the like), Kodak credit cards, automobiles, computer equipment, hardware and software (“Kodak Property”).
Under no circumstances will I deliver or give such Kodak Confidential Information or Kodak Property to any person or entity
without Kodak management’s advance written permission and, upon Kodak’s request, I will verify that I have not done so.


6. At-Will Employment


I understand that, regardless of any statement made to me or contained in any handbook, policy statement, or other document,
my employment will be “at-will”. That is, I will be free to terminate my employment at any time, for any reason, and Kodak
is free to do the same. No other agreement relating to this issue will be effective unless it is contained in a written agreement
which: (1) mentions me by name; (2) references this Agreement by name and date; (3) specifically acknowledges that it is
intended to amend this Agreement; and (4) is signed by a Kodak corporate officer and me.


 
 







 
 
7. Business Conduct


I understand that Kodak is an ethical company and that I am required to adhere to Kodak’s policies and procedures regarding
ethical business practices, including, but not limited to, Kodak’s conflict of interest policy and policies concerning the
protection of Kodak Confidential Information. I understand that my failure to do so constitutes a breach of this Agreement.


8. Miscellaneous.


 8.1 I agree that Kodak has provided me with valuable consideration for accepting the terms and conditions set forth in
this Agreement, including those set forth in section 3. Among other things, that consideration includes my
employment and/or continued employment and certain benefits to be received by me in connection with such
employment, some of which may be conditioned upon a validly executed Employee’s Agreement.


 8.2 This Agreement replaces any and all previous agreements relating to the same or similar matters that I may have
entered into with Kodak with respect to my present or any future period of employment by Kodak. Further, the
terms of this Agreement shall inure to the benefit of the successors and assigns of Kodak and shall be binding upon
my heirs, assigns, administrators and representatives. No oral agreement, statement or representation shall be
effective to alter the terms of this Agreement.


 8.3 I understand and agree that a breach of the provisions of this Agreement will cause Kodak irreparable injury that
may not be compensable by receipt of money damages. I, therefore, expressly agree that Kodak shall be entitled, in
addition to any other remedies legally available, to injunctive and/or other equitable relief, including, but not
limited to, temporary, preliminary and/or permanent injunctive relief, to prevent or remedy a breach of this
Agreement, or any part hereof, and to payment of reasonable attorneys’ fees it incurs in enforcing this Agreement.


 8.4 If any one or more of the provisions of this Agreement shall be found to be invalid, illegal or unenforceable in any
respect, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or
impaired thereby. If any one or more of the provisions of this Agreement is for any reason held unacceptably broad,
it shall be construed or rewritten (blue-lined) so as to be enforceable to the extent of the greatest protection to
Kodak under existing law.


 8.5 All titles or headings in this agreement are for convenience only and shall not affect the meaning of any provision
herein.


 
 







 
 
 8.6 THIS AGREEMENT IS ENTERED INTO IN THE STATE OF NEW YORK AND SHALL BE GOVERNED BY


AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW
YORK, WITHOUT REFERENCE TO PRINCIPALS OF CONFLICT OF LAWS. I UNDERSTAND AND
AGREE THAT ANY ACTION OR PROCEEDING UNDER, IN CONNECTION WITH OR RELATING TO
THIS AGREEMENT SHALL BE BROUGHT IN AND ADJUDICATED BY THE UNITED STATES DISTRICT
COURT, WESTERN DISTRICT OF NEW YORK IN ROCHESTER, NEW YORK, UNLESS THERE IS NO
BASIS FOR FEDERAL JURISDICTION, IN WHICH CASE SUCH ACTION OR PROCEEDING SHALL BE
BROUGHT IN AND ADJUDICATED BY THE STATE OF NEW YORK, SUPREME COURT, COUNTY OF
MONROE.


 
[Signature Page Follows]


 
 







 
 


Dated February 20, 2019


 


 
   /s/ James V. Continenza
   Signature of Employee


  
 


 
 
 


James V. Continenza
   Employee Name (Print or Type)


 


[Signature Page to Employee’s Agreement]
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Exhibit (10.24)
 


EASTMAN KODAK COMPANY


2013 OMNIBUS INCENTIVE PLAN


Award Agreement


This “Award Agreement” evidences an award of Nonqualified Stock Options (the “Options”) by the Company under the Eastman Kodak Company
2013 Omnibus Incentive Plan, as amended effective May 22, 2018 and as it may be further amended (the “Plan”), as indicated below.  The Options
are subject to all other terms set forth in the Plan and this Award Agreement.  Capitalized terms not defined in this Award Agreement have the
meanings given to them in the Plan.  


Name of Grantee: James V. Continenza


Grant Date: February 20, 2019


Number of Options: 1,150,000 with an Option Price of $3.03


Vesting Schedule:


Vesting Date Percentage Vesting


February 20, 2019 50%


May 20, 2019 12.5%


August 20, 2019 12.5%


November 20, 2019 12.5%


February 20, 2020 12.5%


 
Vesting:


The Vesting Schedule for the Options awarded hereunder is set forth above under “Vesting Schedule.”  The Options will only vest if the Grantee is
continuously employed by the Company or any of its Affiliates from the Grant Date through the applicable Vesting Date, and except as otherwise
provided by this Award Agreement or determined by the Committee, any unvested Options will be forfeited upon any termination of employment.  


Notwithstanding the prior sentence, if the Grantee has an employment agreement with the Company that provides for continued or accelerated
vesting upon certain qualifying terminations, the terms and conditions in that employment agreement will control.
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Notwithstanding anything in this Award Agreement, the Plan, or in the Grantee’s employment agreement with the Company to the contrary, upon the
consummation of a Change of Control, any outstanding Options that have not become vested pursuant to the foregoing Vesting Schedule shall
immediately become vested; provided that the Grantee remains continuously employed by the Company through and including the consummation of
such Change of Control.


Upon termination of employment, vested Options shall remain exercisable until they expire as set forth below under “Expiration Date.”


Exercise:


No Option will be exercisable prior to the date on which it vests.  Upon Vesting, the Options will allow the purchase of Shares at the Option Price
noted above.  Each Option provides for the ability to purchase a single Share.  


Subject to the “Withholding” provision below, the Options shall be exercised by written notice or by any other method permitted by the Committee
stating the number of Options to be exercised, with payment of the aggregate Option Price for the number of Options exercised.


The aggregate Option Price for the Shares as to which an Option is exercised shall be paid to the Company in full at the time of exercise at the
election of the Grantee:


 (i) in cash or its equivalent (e.g., by cashier’s check);


 (ii) to the extent permitted by the Committee, in Shares previously owned by the Grantee having a Fair Market Value equal to the
aggregate Option Price for the Shares being purchased and satisfying such other requirements as may be imposed by the
Committee,


 (iii) any combination of the foregoing; or


 (iv) in consideration received by the Company under a cashless exercise program (whether through a broker or otherwise)
implemented by the Company in connection with the Plan.


Under no circumstances will fractional Shares be issued; if the Grantee elects to pay the Option Price for the Shares using Shares already owned by
him, or Shares to be received from his exercise of this Option and such payment involves a fraction of a Share, the remaining fraction of such Share
shall be redeemed by the Company and the Company shall pay the Grantee the Fair Market Value of such fractional Share in cash in lieu of issuing
such fractional Share.


Expiration Date:


Each Option will expire at the close of business on the day immediately prior to the seventh (7th) anniversary of the Grant Date, unless sooner
forfeited in accordance with the terms and conditions of this Award Agreement or the Plan.
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Withholding:


Pursuant to Section 16.4 of the Plan, the Company shall have the power and the right to deduct or withhold (or cause to be deducted or withheld)
from any amount deliverable under the Options or otherwise (including Shares otherwise deliverable), or require the Grantee to remit to the
Company, the minimum statutory amount to satisfy federal, state, and local taxes, domestic or foreign, required by law or regulation to be withheld
with respect to any taxable event arising in connection with the Options.


Subject to the Company’s automatic withholding right set out above, the Grantee may elect to satisfy the withholding requirement, in whole or in
part:


 (i) by having the Company withhold Shares; or


 (ii) through an independent broker-dealer arrangement to sell a sufficient number of Shares;


in each case, having a Fair Market Value on the date the tax is to be determined equal to the minimum tax required to be withheld.


Grantee Rights:


The Grantee will not have any of the rights of a shareholder with respect to the Shares underlying or covered by the Options, whether or not vested,
until such Shares are actually issued and delivered to the Grantee.


Change of Control:


Upon the occurrence of a Change of Control, the Committee may, but shall not be required, to make one or more of the adjustments set forth in
Section 14.2 of the Plan to the Options if and to the extent that the Options are outstanding at the time of the Change of Control.  


Transferability:


Except as otherwise provided by the Plan, the Options are not in any manner subject to alteration, anticipation, sale, transfer, assignment, pledge or
encumbrance.


No Right to Continued Employment:


The Grantee’s receipt of the Options does not give the Grantee a right to remain in the employment of the Company.


Data Privacy:


By accepting the Options, the Grantee agrees that any data, including the Grantee’s personal data, may be exchanged among the Company and its
Affiliates to the extent the Company determines necessary or advisable to administer the Plan and the Options, as well as with any third-party
engaged by the Company to administer the Plan and the Options granted under the Plan.
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Amendment:


Pursuant to Section 15.2 of the Plan, the Committee may from time to time amend this Award Agreement; provided, however, no amendment shall
materially adversely impair the rights of the Grantee under this Award Agreement without the Grantee’s consent.


Miscellaneous:


The Options described in this Award Agreement are intended to be exempt from Section 409A under the stock rights exemption thereto, and the Plan
and this Award Agreement shall be interpreted and administered consistent with such intention, and in accordance with Eastman Kodak Company’s
Policy Regarding Section 409A Compliance.  The Company may unilaterally amend this Award Agreement for purposes of exemption from or
compliance with Section 409A if, in its sole discretion, the Company determines that such amendment would not have a material adverse effect with
respect to the Grantee’s rights under this Award Agreement.  Notwithstanding the foregoing, no person connected with the Plan or the Options in any
capacity, including, but not limited to, the Company and its directors, officers, agents and employees makes any representation, commitment, or
guarantee that any tax treatment will be applicable with respect to the Options or payments made under this Award Agreement, or that such tax
treatment will apply to or be available to the Grantee.


The Options (either at the time of vesting or exercise, or otherwise) will not be includible as compensation or earnings for purposes of any benefit or
compensation plan offered by the Company or its Affiliates.


The obligations of the Company pursuant hereto are subject to compliance with all applicable governmental laws, regulations, rules and
administrative actions, including, but not limited to, the Securities Act of 1933, as amended, and the Exchange Act, and all rules promulgated
thereunder.  In order to avoid any violations, the Committee may, at any time and from time to time, impose additional restrictions upon the Options.


The Option is subject to the Plan and any interpretations by the Committee under the Plan, which are hereby incorporated into this Award Agreement
by reference and made a part hereof.  In the event of any conflict between this Award Agreement and the Plan, the terms of the Plan shall control.


This Award Agreement, together with the Plan and the employment agreement between the Company and the Grantee, contains the entire agreement
between the Grantee and the Company with respect to the subject matter of this Award Agreement.


By accepting the Options, the Grantee agrees to be subject to the terms and conditions of the Plan and this Award Agreement.


* ****
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EASTMAN KODAK COMPANY


2013 OMNIBUS INCENTIVE PLAN


Award Agreement


This “Award Agreement” evidences an award of Nonqualified Stock Options (the “Options”) by the Company under the Eastman Kodak Company
2013 Omnibus Incentive Plan, as amended effective May 22, 2018 and as it may be further amended (the “Plan”), as indicated below.  The Options
are subject to all other terms set forth in the Plan and this Award Agreement.  Capitalized terms not defined in this Award Agreement have the
meanings given to them in the Plan.  


Name of Grantee: James V. Continenza


Grant Date: February 20, 2019


Number of Options: 350,000 with an Option Price of $4.53


Vesting Schedule:


Vesting Date Percentage Vesting


February 20, 2019 50%


May 20, 2019 12.5%


August 20, 2019 12.5%


November 20, 2019 12.5%


February 20, 2020 12.5%


 
Vesting:


The Vesting Schedule for the Options awarded hereunder is set forth above under “Vesting Schedule.”  The Options will only vest if the Grantee is
continuously employed by the Company or any of its Affiliates from the Grant Date through the applicable Vesting Date, and except as otherwise
provided by this Award Agreement or determined by the Committee, any unvested Options will be forfeited upon any termination of employment.  


Notwithstanding the prior sentence, if the Grantee has an employment agreement with the Company that provides for continued or accelerated
vesting upon certain qualifying terminations, the terms and conditions in that employment agreement will control.


Notwithstanding anything in this Award Agreement, the Plan, or in the Grantee’s employment agreement with the Company to the contrary, upon the
consummation of a Change of Control, any outstanding Options that have not become vested pursuant to the foregoing Vesting Schedule shall
immediately become vested; provided that the Grantee remains continuously employed by the Company through and including the consummation of
such Change of Control.


Upon termination of employment, vested Options shall remain exercisable until they expire as set forth below under “Expiration Date.”
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Exercise:


No Option will be exercisable prior to the date on which it vests.  Upon Vesting, the Options will allow the purchase of Shares at the Option Price
noted above.  Each Option provides for the ability to purchase a single Share.  


Subject to the “Withholding” provision below, the Options shall be exercised by written notice or by any other method permitted by the Committee
stating the number of Options to be exercised, with payment of the aggregate Option Price for the number of Options exercised.


The aggregate Option Price for the Shares as to which an Option is exercised shall be paid to the Company in full at the time of exercise at the
election of the Grantee:


 (i) in cash or its equivalent (e.g., by cashier’s check);


 (ii) to the extent permitted by the Committee, in Shares previously owned by the Grantee having a Fair Market Value equal to the
aggregate Option Price for the Shares being purchased and satisfying such other requirements as may be imposed by the
Committee,


 (iii) any combination of the foregoing; or


 (iv) in consideration received by the Company under a cashless exercise program (whether through a broker or otherwise)
implemented by the Company in connection with the Plan.


Under no circumstances will fractional Shares be issued; if the Grantee elects to pay the Option Price for the Shares using Shares already owned by
him, or Shares to be received from his exercise of this Option and such payment involves a fraction of a Share, the remaining fraction of such Share
shall be redeemed by the Company and the Company shall pay the Grantee the Fair Market Value of such fractional Share in cash in lieu of issuing
such fractional Share.


Expiration Date:


Each Option will expire at the close of business on the day immediately prior to the seventh (7th) anniversary of the Grant Date, unless sooner
forfeited in accordance with the terms and conditions of this Award Agreement or the Plan.


Withholding:


Pursuant to Section 16.4 of the Plan, the Company shall have the power and the right to deduct or withhold (or cause to be deducted or withheld)
from any amount deliverable under the Options or otherwise (including Shares otherwise deliverable), or require the Grantee to remit to the
Company, the minimum statutory amount to satisfy federal, state, and local taxes, domestic or foreign, required by law or regulation to be withheld
with respect to any taxable event arising in connection with the Options.
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Subject to the Company’s automatic withholding right set out above, the Grantee may elect to satisfy the withholding requirement, in whole or in
part:


 (i) by having the Company withhold Shares; or


 (ii) through an independent broker-dealer arrangement to sell a sufficient number of Shares;


in each case, having a Fair Market Value on the date the tax is to be determined equal to the minimum tax required to be withheld.


Grantee Rights:


The Grantee will not have any of the rights of a shareholder with respect to the Shares underlying or covered by the Options, whether or not vested,
until such Shares are actually issued and delivered to the Grantee.


Change of Control:


Upon the occurrence of a Change of Control, the Committee may, but shall not be required, to make one or more of the adjustments set forth in
Section 14.2 of the Plan to the Options if and to the extent that the Options are outstanding at the time of the Change of Control.  


Transferability:


Except as otherwise provided by the Plan, the Options are not in any manner subject to alteration, anticipation, sale, transfer, assignment, pledge or
encumbrance.


No Right to Continued Employment:


The Grantee’s receipt of the Options does not give the Grantee a right to remain in the employment of the Company.


Data Privacy:


By accepting the Options, the Grantee agrees that any data, including the Grantee’s personal data, may be exchanged among the Company and its
Affiliates to the extent the Company determines necessary or advisable to administer the Plan and the Options, as well as with any third-party
engaged by the Company to administer the Plan and the Options granted under the Plan.


Amendment:


Pursuant to Section 15.2 of the Plan, the Committee may from time to time amend this Award Agreement; provided, however, no amendment shall
materially adversely impair the rights of the Grantee under this Award Agreement without the Grantee’s consent.
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Miscellaneous:


The Options described in this Award Agreement are intended to be exempt from Section 409A under the stock rights exemption thereto, and the Plan
and this Award Agreement shall be interpreted and administered consistent with such intention, and in accordance with Eastman Kodak Company’s
Policy Regarding Section 409A Compliance.  The Company may unilaterally amend this Award Agreement for purposes of exemption from or
compliance with Section 409A if, in its sole discretion, the Company determines that such amendment would not have a material adverse effect with
respect to the Grantee’s rights under this Award Agreement.  Notwithstanding the foregoing, no person connected with the Plan or the Options in any
capacity, including, but not limited to, the Company and its directors, officers, agents and employees makes any representation, commitment, or
guarantee that any tax treatment will be applicable with respect to the Options or payments made under this Award Agreement, or that such tax
treatment will apply to or be available to the Grantee.


The Options (either at the time of vesting or exercise, or otherwise) will not be includible as compensation or earnings for purposes of any benefit or
compensation plan offered by the Company or its Affiliates.


The obligations of the Company pursuant hereto are subject to compliance with all applicable governmental laws, regulations, rules and
administrative actions, including, but not limited to, the Securities Act of 1933, as amended, and the Exchange Act, and all rules promulgated
thereunder.  In order to avoid any violations, the Committee may, at any time and from time to time, impose additional restrictions upon the Options.


The Option is subject to the Plan and any interpretations by the Committee under the Plan, which are hereby incorporated into this Award Agreement
by reference and made a part hereof.  In the event of any conflict between this Award Agreement and the Plan, the terms of the Plan shall control.


This Award Agreement, together with the Plan and the employment agreement between the Company and the Grantee, contains the entire agreement
between the Grantee and the Company with respect to the subject matter of this Award Agreement.


By accepting the Options, the Grantee agrees to be subject to the terms and conditions of the Plan and this Award Agreement.


* ****
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EASTMAN KODAK COMPANY


2013 OMNIBUS INCENTIVE PLAN


Award Agreement


This “Award Agreement” evidences an award of Nonqualified Stock Options (the “Options”) by the Company under the Eastman Kodak Company
2013 Omnibus Incentive Plan, as amended effective May 22, 2018 and as it may be further amended (the “Plan”), as indicated below.  The Options
are subject to all other terms set forth in the Plan and this Award Agreement.  Capitalized terms not defined in this Award Agreement have the
meanings given to them in the Plan.  


Name of Grantee: James V. Continenza


Grant Date: February 20, 2019


Number of Options: 350,000 with an Option Price of $6.03


Vesting Schedule:


Vesting Date Percentage Vesting


February 20, 2019 50%


May 20, 2019 12.5%


August 20, 2019 12.5%


November 20, 2019 12.5%


February 20, 2020 12.5%


 
Vesting:


The Vesting Schedule for the Options awarded hereunder is set forth above under “Vesting Schedule.”  The Options will only vest if the Grantee is
continuously employed by the Company or any of its Affiliates from the Grant Date through the applicable Vesting Date, and except as otherwise
provided by this Award Agreement or determined by the Committee, any unvested Options will be forfeited upon any termination of employment.  


Notwithstanding the prior sentence, if the Grantee has an employment agreement with the Company that provides for continued or accelerated
vesting upon certain qualifying terminations, the terms and conditions in that employment agreement will control.


Notwithstanding anything in this Award Agreement, the Plan, or in the Grantee’s employment agreement with the Company to the contrary, upon the
consummation of a Change of Control, any outstanding Options that have not become vested pursuant to the foregoing Vesting Schedule shall
immediately become vested; provided that the Grantee remains continuously employed by the Company through and including the consummation of
such Change of Control.


Upon termination of employment, vested Options shall remain exercisable until they expire as set forth below under “Expiration Date.”


9
 







Execution Copy
Exercise:


No Option will be exercisable prior to the date on which it vests.  Upon Vesting, the Options will allow the purchase of Shares at the Option Price
noted above.  Each Option provides for the ability to purchase a single Share.  


Subject to the “Withholding” provision below, the Options shall be exercised by written notice or by any other method permitted by the Committee
stating the number of Options to be exercised, with payment of the aggregate Option Price for the number of Options exercised.


The aggregate Option Price for the Shares as to which an Option is exercised shall be paid to the Company in full at the time of exercise at the
election of the Grantee:


 (i) in cash or its equivalent (e.g., by cashier’s check);


 (ii) to the extent permitted by the Committee, in Shares previously owned by the Grantee having a Fair Market Value equal to the
aggregate Option Price for the Shares being purchased and satisfying such other requirements as may be imposed by the
Committee,


 (iii) any combination of the foregoing; or


 (iv) in consideration received by the Company under a cashless exercise program (whether through a broker or otherwise)
implemented by the Company in connection with the Plan.


Under no circumstances will fractional Shares be issued; if the Grantee elects to pay the Option Price for the Shares using Shares already owned by
him, or Shares to be received from his exercise of this Option and such payment involves a fraction of a Share, the remaining fraction of such Share
shall be redeemed by the Company and the Company shall pay the Grantee the Fair Market Value of such fractional Share in cash in lieu of issuing
such fractional Share.


Expiration Date:


Each Option will expire at the close of business on the day immediately prior to the seventh (7th) anniversary of the Grant Date, unless sooner
forfeited in accordance with the terms and conditions of this Award Agreement or the Plan.


Withholding:


Pursuant to Section 16.4 of the Plan, the Company shall have the power and the right to deduct or withhold (or cause to be deducted or withheld)
from any amount deliverable under the Options or otherwise (including Shares otherwise deliverable), or require the Grantee to remit to the
Company, the minimum statutory amount to satisfy federal, state, and local taxes, domestic or foreign, required by law or regulation to be withheld
with respect to any taxable event arising in connection with the Options.
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Subject to the Company’s automatic withholding right set out above, the Grantee may elect to satisfy the withholding requirement, in whole or in
part:


 (i) by having the Company withhold Shares; or


 (ii) through an independent broker-dealer arrangement to sell a sufficient number of Shares;


in each case, having a Fair Market Value on the date the tax is to be determined equal to the minimum tax required to be withheld.


Grantee Rights:


The Grantee will not have any of the rights of a shareholder with respect to the Shares underlying or covered by the Options, whether or not vested,
until such Shares are actually issued and delivered to the Grantee.


Change of Control:


Upon the occurrence of a Change of Control, the Committee may, but shall not be required, to make one or more of the adjustments set forth in
Section 14.2 of the Plan to the Options if and to the extent that the Options are outstanding at the time of the Change of Control.  


Transferability:


Except as otherwise provided by the Plan, the Options are not in any manner subject to alteration, anticipation, sale, transfer, assignment, pledge or
encumbrance.


No Right to Continued Employment:


The Grantee’s receipt of the Options does not give the Grantee a right to remain in the employment of the Company.


Data Privacy:


By accepting the Options, the Grantee agrees that any data, including the Grantee’s personal data, may be exchanged among the Company and its
Affiliates to the extent the Company determines necessary or advisable to administer the Plan and the Options, as well as with any third-party
engaged by the Company to administer the Plan and the Options granted under the Plan.


Amendment:


Pursuant to Section 15.2 of the Plan, the Committee may from time to time amend this Award Agreement; provided, however, no amendment shall
materially adversely impair the rights of the Grantee under this Award Agreement without the Grantee’s consent.
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Miscellaneous:


The Options described in this Award Agreement are intended to be exempt from Section 409A under the stock rights exemption thereto, and the Plan
and this Award Agreement shall be interpreted and administered consistent with such intention, and in accordance with Eastman Kodak Company’s
Policy Regarding Section 409A Compliance.  The Company may unilaterally amend this Award Agreement for purposes of exemption from or
compliance with Section 409A if, in its sole discretion, the Company determines that such amendment would not have a material adverse effect with
respect to the Grantee’s rights under this Award Agreement.  Notwithstanding the foregoing, no person connected with the Plan or the Options in any
capacity, including, but not limited to, the Company and its directors, officers, agents and employees makes any representation, commitment, or
guarantee that any tax treatment will be applicable with respect to the Options or payments made under this Award Agreement, or that such tax
treatment will apply to or be available to the Grantee.


The Options (either at the time of vesting or exercise, or otherwise) will not be includible as compensation or earnings for purposes of any benefit or
compensation plan offered by the Company or its Affiliates.


The obligations of the Company pursuant hereto are subject to compliance with all applicable governmental laws, regulations, rules and
administrative actions, including, but not limited to, the Securities Act of 1933, as amended, and the Exchange Act, and all rules promulgated
thereunder.  In order to avoid any violations, the Committee may, at any time and from time to time, impose additional restrictions upon the Options.


The Option is subject to the Plan and any interpretations by the Committee under the Plan, which are hereby incorporated into this Award Agreement
by reference and made a part hereof.  In the event of any conflict between this Award Agreement and the Plan, the terms of the Plan shall control.


This Award Agreement, together with the Plan and the employment agreement between the Company and the Grantee, contains the entire agreement
between the Grantee and the Company with respect to the subject matter of this Award Agreement.


By accepting the Options, the Grantee agrees to be subject to the terms and conditions of the Plan and this Award Agreement.


* ****
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EASTMAN KODAK COMPANY


2013 OMNIBUS INCENTIVE PLAN


Award Agreement


This “Award Agreement” evidences an award of Nonqualified Stock Options (the “Options”) by the Company under the Eastman Kodak Company
2013 Omnibus Incentive Plan, as amended effective May 22, 2018 and as it may be further amended (the “Plan”), as indicated below.  The Options
are subject to all other terms set forth in the Plan and this Award Agreement.  Capitalized terms not defined in this Award Agreement have the
meanings given to them in the Plan.  


Name of Grantee: James V. Continenza


Grant Date: February 20, 2019


Number of Options: 200,000 with an Option Price of $12.00


Vesting Schedule:


Vesting Date Percentage Vesting


February 20, 2019 50%


May 20, 2019 12.5%


August 20, 2019 12.5%


November 20, 2019 12.5%


February 20, 2020 12.5%


 
Vesting:


The Vesting Schedule for the Options awarded hereunder is set forth above under “Vesting Schedule.”  The Options will only vest if the Grantee is
continuously employed by the Company or any of its Affiliates from the Grant Date through the applicable Vesting Date, and except as otherwise
provided by this Award Agreement or determined by the Committee, any unvested Options will be forfeited upon any termination of employment.  


Notwithstanding the prior sentence, if the Grantee has an employment agreement with the Company that provides for continued or accelerated
vesting upon certain qualifying terminations, the terms and conditions in that employment agreement will control.


Notwithstanding anything in this Award Agreement, the Plan, or in the Grantee’s employment agreement with the Company to the contrary, upon the
consummation of a Change of Control, any outstanding Options that have not become vested pursuant to the foregoing Vesting Schedule shall
immediately become vested; provided that the Grantee remains continuously employed by the Company through and including the consummation of
such Change of Control.


Upon termination of employment, vested Options shall remain exercisable until they expire as set forth below under “Expiration Date.”
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Exercise:


No Option will be exercisable prior to the date on which it vests.  Upon Vesting, the Options will allow the purchase of Shares at the Option Price
noted above.  Each Option provides for the ability to purchase a single Share.  


Subject to the “Withholding” provision below, the Options shall be exercised by written notice or by any other method permitted by the Committee
stating the number of Options to be exercised, with payment of the aggregate Option Price for the number of Options exercised.


The aggregate Option Price for the Shares as to which an Option is exercised shall be paid to the Company in full at the time of exercise at the
election of the Grantee:


 (i) in cash or its equivalent (e.g., by cashier’s check);


 (ii) to the extent permitted by the Committee, in Shares previously owned by the Grantee having a Fair Market Value equal to the
aggregate Option Price for the Shares being purchased and satisfying such other requirements as may be imposed by the
Committee,


 (iii) any combination of the foregoing; or


 (iv) in consideration received by the Company under a cashless exercise program (whether through a broker or otherwise)
implemented by the Company in connection with the Plan.


Under no circumstances will fractional Shares be issued; if the Grantee elects to pay the Option Price for the Shares using Shares already owned by
him, or Shares to be received from his exercise of this Option and such payment involves a fraction of a Share, the remaining fraction of such Share
shall be redeemed by the Company and the Company shall pay the Grantee the Fair Market Value of such fractional Share in cash in lieu of issuing
such fractional Share.


Expiration Date:


Each Option will expire at the close of business on the day immediately prior to the seventh (7th) anniversary of the Grant Date, unless sooner
forfeited in accordance with the terms and conditions of this Award Agreement or the Plan.


Withholding:


Pursuant to Section 16.4 of the Plan, the Company shall have the power and the right to deduct or withhold (or cause to be deducted or withheld)
from any amount deliverable under the Options or otherwise (including Shares otherwise deliverable), or require the Grantee to remit to the
Company, the minimum statutory amount to satisfy federal, state, and local taxes, domestic or foreign, required by law or regulation to be withheld
with respect to any taxable event arising in connection with the Options.
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Subject to the Company’s automatic withholding right set out above, the Grantee may elect to satisfy the withholding requirement, in whole or in
part:


 (i) by having the Company withhold Shares; or


 (ii) through an independent broker-dealer arrangement to sell a sufficient number of Shares;


in each case, having a Fair Market Value on the date the tax is to be determined equal to the minimum tax required to be withheld.


Grantee Rights:


The Grantee will not have any of the rights of a shareholder with respect to the Shares underlying or covered by the Options, whether or not vested,
until such Shares are actually issued and delivered to the Grantee.


Change of Control:


Upon the occurrence of a Change of Control, the Committee may, but shall not be required, to make one or more of the adjustments set forth in
Section 14.2 of the Plan to the Options if and to the extent that the Options are outstanding at the time of the Change of Control.  


Transferability:


Except as otherwise provided by the Plan, the Options are not in any manner subject to alteration, anticipation, sale, transfer, assignment, pledge or
encumbrance.


No Right to Continued Employment:


The Grantee’s receipt of the Options does not give the Grantee a right to remain in the employment of the Company.


Data Privacy:


By accepting the Options, the Grantee agrees that any data, including the Grantee’s personal data, may be exchanged among the Company and its
Affiliates to the extent the Company determines necessary or advisable to administer the Plan and the Options, as well as with any third-party
engaged by the Company to administer the Plan and the Options granted under the Plan.


Amendment:


Pursuant to Section 15.2 of the Plan, the Committee may from time to time amend this Award Agreement; provided, however, no amendment shall
materially adversely impair the rights of the Grantee under this Award Agreement without the Grantee’s consent.
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Execution Copy
Miscellaneous:


The Options described in this Award Agreement are intended to be exempt from Section 409A under the stock rights exemption thereto, and the Plan
and this Award Agreement shall be interpreted and administered consistent with such intention, and in accordance with Eastman Kodak Company’s
Policy Regarding Section 409A Compliance.  The Company may unilaterally amend this Award Agreement for purposes of exemption from or
compliance with Section 409A if, in its sole discretion, the Company determines that such amendment would not have a material adverse effect with
respect to the Grantee’s rights under this Award Agreement.  Notwithstanding the foregoing, no person connected with the Plan or the Options in any
capacity, including, but not limited to, the Company and its directors, officers, agents and employees makes any representation, commitment, or
guarantee that any tax treatment will be applicable with respect to the Options or payments made under this Award Agreement, or that such tax
treatment will apply to or be available to the Grantee.


The Options (either at the time of vesting or exercise, or otherwise) will not be includible as compensation or earnings for purposes of any benefit or
compensation plan offered by the Company or its Affiliates.


The obligations of the Company pursuant hereto are subject to compliance with all applicable governmental laws, regulations, rules and
administrative actions, including, but not limited to, the Securities Act of 1933, as amended, and the Exchange Act, and all rules promulgated
thereunder.  In order to avoid any violations, the Committee may, at any time and from time to time, impose additional restrictions upon the Options.


The Option is subject to the Plan and any interpretations by the Committee under the Plan, which are hereby incorporated into this Award Agreement
by reference and made a part hereof.  In the event of any conflict between this Award Agreement and the Plan, the terms of the Plan shall control.


This Award Agreement, together with the Plan and the employment agreement between the Company and the Grantee, contains the entire agreement
between the Grantee and the Company with respect to the subject matter of this Award Agreement.


By accepting the Options, the Grantee agrees to be subject to the terms and conditions of the Plan and this Award Agreement.


* ****
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Exhibit (21)
 
 


Eastman Kodak Company and Subsidiary Companies


 
Subsidiaries of the Registrant as of December 31, 2018 are listed below:


  
1680382 Ontario Limited Ontario, Canada
Eastman Kodak Holdings B.V. Netherlands
Eastman Kodak International Capital Company, Inc. Delaware
Eastman Kodak Sarl Switzerland
Far East Development Ltd Delaware
FPC Inc. California
Horsell Graphic Industries Ltd. United Kingdom
Kodak France
Kodak (Australasia) Pty. Ltd. Australia
Kodak (China) Company Limited China
Kodak (China) Graphic Communications Company Ltd. China
Kodak (China) Investment Company Limited China
Kodak (China) Limited Hong Kong
Kodak (Malaysia) Sdn. Bhd. Malaysia
Kodak (Near East), Inc. New York
Kodak (Shanghai) International Trading Co. Ltd. China
Kodak (Singapore) Pte. Limited Singapore
Kodak (Thailand) Limited Thailand
Kodak (Wuxi) Company Limited China
Kodak (Xiamen) Digital Imaging Products Company China
Kodak A/S Denmark
Kodak Americas, Ltd. New York
Kodak Argentina S.A.I.C. Argentina
Kodak Brasileira Comércio de Produtos para Imagem e Serviços Ltda. Brazil
Kodak Canada ULC British Columbia, Canada
Kodak Chilena S.A.F. Chile
Kodak de Colombia, SAS Columbia
Kodak de Mexico S.A. de C.V. Mexico
Kodak Electronic Products (Shanghai) Company Limited China
Kodak Film Lab Atlanta, Inc. Delaware
Kodak GmbH Austria
Kodak GmbH Germany
Kodak Graphic Communications EAD Germany
Kodak Graphic Communications GmbH Germany
Kodak Graphic Communications Limited United Kingdom
Kodak Holding GmbH Germany
Kodak IL Ltd. Israel
Kodak India Private Limited India
Kodak International Finance Limited United Kingdom
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Kodak Japan Ltd. Japan
Kodak Korea Limited South Korea
Kodak LB Tech, LLC Delaware
Kodak Limited United Kingdom
Kodak Mexicana S.A.de C.V. Mexico
Kodak Nederland B.V. Netherlands
Kodak New Zealand Limited New Zealand
Kodak Nordic AB Sweden
Kodak OOO Russia
Kodak Oy Finland
Kodak PE Tech, LLC Delaware
Kodak Philippines, Ltd. New York
Kodak Polska Sp.zo.o Poland
Kodak Polychrome Graphics (Maderia) Servicos Ltd. Barbados
Kodak Polychrome Graphics Company Ltd. Barbados
Kodak Polychrome Graphics Cono Sur SA Uruguay
Kodak Polychrome Graphics Export SAFI Uruguay
Kodak Realty, Inc. New York
Kodak SA/NV Belgium
Kodak Societa per Azioni Italy
Kodak Societe Anonyme Switzerland
Kodak Unterstützungsgesellschaft GmbH Germany
Kodak, Sociedad Anonima Spain
Kodakit (Singapore) Pte. Ltd. Singapore
Kodakit Inc. Delaware
Kodakit SAS France
Kodakit UK Limited United Kingdom
KP Services (Jersey) Limited Jersey, Channel Islands
KPG Finance (Barbados) SRL Barbados
KPSH P Co1 Limited Jersey, Channel Islands
KPSH P Co2 Limited Jersey, Channel Islands
Laboratories Kodak S.A.S. France
Laser-Pacific Media Corporation Delaware
NPEC Inc. California
Qualex Inc. Delaware
RPB Marketing Company Japan
Yamanashi RPB Supply Co. Japan
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Exhibit (23)


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM


We hereby consent to the incorporation by reference in the Registration Statements on Form S‑8 (Nos. 333-190957 and 333-225437) and Form S-3 (Nos. 333-
213029 and 333-216006) of Eastman Kodak Company of our report dated April 1, 2019 relating to the financial statements, financial statement schedule and the
effectiveness of internal control over financial reporting of Eastman Kodak Company, which appears in this Form 10‑K.


 


/s/ PricewaterhouseCoopers LLP
Rochester, New York
April 1, 2019


 


 


 


 


 


 


 


 


 







Exhibit (31.1)
CERTIFICATION


 
I, James V. Continenza, certify that:
 
1) I have reviewed this Form 10-K;


 
2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements


made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 


3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;


 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and


 
5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the


registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 


a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and
 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.


 
 
 
 
/s/ James V. Continenza
James V. Continenza


Executive Chairman
 
 
 
Date:  April 1, 2019







Exhibit (31.2)
CERTIFICATION


 
I, David E. Bullwinkle, certify that:


 
 1) I have reviewed this Form 10-K;  
 
 2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the


statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;


 


 
 3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the


financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


 
 4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in


Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:


 


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and


 
 5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the


registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 


 
a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.


 
 
 
 


/s/David E. Bullwinkle
David E. Bullwinkle
Chief Financial Officer
 
 
Date:  April 1, 2019







 
Exhibit (32.1)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 


In connection with the Annual Report of Eastman Kodak Company (the "Company") on Form 10-K for the period ended December 31, 2018 as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I, James V. Continenza, Executive Chairman of the Company, certify, pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


 
 
 
/s/ James V. Continenza
James V. Continenza
Executive Chairman
 
 
 
Date:  April 1, 2019







 
Exhibit (32.2)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 
In connection with the Annual Report of Eastman Kodak Company (the "Company") on Form 10-K for the period ended December 31, 2018 as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), I, David E. Bullwinkle, Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


 
 
 
 
/s/David E. Bullwinkle


David E. Bullwinkle
Chief Financial Officer
 
 
Date:  April 1, 2019
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PART I


ITEM 1. BUSINESS


When used in this report, unless otherwise indicated by the context, “we,” “our,” “us,” and “Kodak” refer to the consolidated company on the basis of
consolidation described in Note 1 to the consolidated financial statements in Part II, Item 8, “Financial Statements and Supplementary Data” of this Form 10-K
Report.  Also, unless otherwise indicated by the context, “EKC” means the parent company, Eastman Kodak Company (the “Company”).


Kodak is a global technology company focused on print and advanced materials and chemicals. Kodak provides industry-leading hardware, software,
consumables and services primarily to customers in commercial print, packaging, publishing, manufacturing and entertainment. Kodak is committed to
environmental stewardship and ongoing leadership in developing sustainable solutions. Its broad portfolio of superior products, responsive support and world-
class R&D make Kodak solutions a smart investment for customers looking to improve their profitability and drive growth.


Kodak’s consolidated financial statements have been prepared on the going concern basis of accounting, which assumes Kodak will continue to operate as a
going concern and which contemplates the realization of assets and the satisfaction of liabilities and commitments in the normal course of business.  Refer to
Note 1, “Summary of Significant Accounting Principles” in the Notes to Financial Statements for additional information.


The Company was founded by George Eastman in 1880 and incorporated in 1901 in the State of New Jersey.  Kodak is headquartered in Rochester, New York.


REPORTABLE SEGMENTS


Kodak has six reportable segments:  Print Systems, Enterprise Inkjet Systems, Kodak Software, Brand, Film and Imaging, Advanced Materials and 3D Printing
Technology and Eastman Business Park.  


Print Systems


The Print Systems segment is comprised of Prepress Solutions, which includes Kodak’s digital offset plate offerings and computer-to-plate imaging solutions,
and Electrophotographic Printing Solutions, which offers high-quality digital printing solutions using electrically charged toner-based technology.  The Print
Systems segment provides digital and traditional product and service offerings to a variety of commercial industries, including commercial print, direct mail,
book publishing, newspapers and magazines and packaging.  While the businesses in this segment are experiencing pricing pressure, innovations in Kodak
product lines that can command premium prices offset some of the long-term market price erosion.


Prepress Solutions capitalizes on a contract-based, stable and recurring cash flow-generative business model. The average duration of customer contracts is two
years. These contracts offer stability and generate recurring revenue. The core of the business is the manufacturing of aluminum digital printing plates of varying
sizes. These plates can be as small as 23cm x 27cm and as large as 126cm x 287cm.  Unexposed plates are sold to commercial printing companies for use in the
offset printing process. Kodak also manufactures equipment, known as Computer to Plate (“CTP”) equipment, which images the plates with a laser. The plates
are used in the offset printing process, which transfers ink from the plate onto a rubber blanket and then onto the substrate to be printed. Due to the nature of the
imaging and printing process, a new plate must be used for each printing run. As a result, there is a recurring revenue stream from the sale of these plates.
 
Kodak seeks to mitigate the impact of increases in aluminum prices through a combination of price increases, commodity contracts, improved production
efficiency and cost reduction initiatives.  In January 2019, Kodak received exemptions on U.S. tariffs on aluminum.
 
The Print Systems products and services are sold globally to customers through both a direct sales team as well as indirectly through dealers. Primary
competitors are Fuji and Agfa.  Kodak expects to benefit from current industry trends, including customers’ increasing focus on sustainability initiatives, which
strengthens demand for Kodak’s process-free solutions.  


• Prepress Solutions:


 • Digital offset plates, which includes KODAK SONORA Process Free Plates. KODAK SONORA Process Free Plates are prepared directly with a
CTP thermal output device and do not require subsequent processing chemistry, processing equipment or chemical disposal. As a result, the plates
deliver cost savings and efficiency for customers and promote environmental sustainability practices.


 • CTP output devices that are used by customers to transfer images onto aluminum offset printing plates and provide consistent and high-quality
imaging for offset press applications. CTP products provide high resolution, consistency and stability in thermal imaging. Kodak also offers a lower
cost CTP system using TH5 imaging technology, which provides a highly efficient and cost-effective imaging solution at a lower price point.


 • Net sales for Prepress Solutions accounted for 59% and 58% of Kodak’s total net revenue for the years ended December 31, 2019 and 2018,
respectively.
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• Electrophotographic Printing Solutions:


 • NEXPRESS printers produce high-quality, differentiated printing of short-run, personalized print applications, such as direct mail, books, marketing
collateral and photo products.


 • DIGIMASTER printers use monochrome electrophotographic printing technology for transactional printing, short-run books, corporate
documentation, manuals and direct mail.


 • Net sales for Electrophotographic Printing Solutions accounted for 9% and 10% of Kodak’s total net revenue for the years ended December 31,
2019 and 2018, respectively.


The Print Systems segment also provides service and support related to these products.


On September 1, 2019 Kodak established a strategic relationship with Lucky HuaGuang Graphics Co. Ltd (“HuaGuang”) in the People’s Republic of China.  The
relationship is comprised of an agreement under which Kodak sold its shares of the Kodak (China) Graphic Communication Co. Ltd. entity, which included the
offset printing plates facility in Xiamen, China, and related assets and liabilities, to HuaGuang; a supply agreement from HuaGuang to Kodak; and a license
agreement under which Kodak licensed its plates technology to HuaGuang to sell into the plates market in China.  For further information on the relationship
with HuaGuang, refer to Management’s Discussion and Analysis of Financial Condition and Results of Operations under Item 7 of this Annual Report on Form
10-K (“MD&A”) and Note 30, “Assets Held for Sale” in the Financial Statements and Supplementary Data under Item 8 of this Annual Report on Form 10-K.


Enterprise Inkjet Systems


The Enterprise Inkjet Systems segment contains the Prosper business and the Versamark business. The Enterprise Inkjet Systems products include production
press systems, consumables (primarily ink), inkjet components and services.  Enterprise Inkjet Systems products are distributed directly by Kodak and indirectly
through dealers.  The markets that the Enterprise Inkjet Systems segment serves are highly competitive in variable printing applications like direct mail,
newspapers, books, and packaging/labels.  Key competitors are HP, Canon, Ricoh, and Screen.
 
• Prosper:


 • The Prosper business product offerings, including the PROSPER Press systems and PROSPER Components, feature ultrafast inkjet droplet
generation. This includes the PROSPER 6000 Press, which delivers a continuous flow of ink that enables constant and consistent operation, with
uniform ink droplet size and accurate placement, even at very high print speeds. Applications of the PROSPER Press include publishing,
commercial print, direct mail and packaging.  PROSPER System Components are integrated into original equipment manufacturer (“OEM”) partner
products and systems. Sales of equipment that incorporate the PROSPER Writing Systems result in recurring revenue from sales of ink and other
consumables and equipment service. The level of recurring revenue depends on the application for which the equipment is used, which drives the
total number of pages printed and, therefore, the amount of ink usage.  The business model is further supplemented by consumption of other
consumables including refurbished jetting modules and service.


 • The focus of the Prosper business is on developing the next generation platform, Ultrastream, with solutions that place writing systems in OEMs as
well as direct sale press products that widens its reach into applications for packaging and décor and expands the substrate range to include
plastics.  The Prosper business closed on the first sale of a writing system for use in a packaging application in December of 2019 with Uteco
Group.  Uteco Group is integrating Ultrastream in a packaging press solution.


 • The Prosper business includes Kodak Print Services.  Kodak Print Services prints the Jersey Evening Post as well as the majority of U.K. national
newspapers for distribution in both Jersey and Guernsey islands.  The business is used to demonstrate the value of the Kodak Prosper presses to
customers around the world.


 
• Versamark:


 • The KODAK VERSAMARK Products are the predecessor products to the PROSPER business.  Kodak has ceased manufacturing VERSAMARK
Press Systems.  Users of KODAK VERSAMARK products continue to purchase ink and other consumables as well as service from
Kodak.  Applications of the VERSAMARK products include publishing, transactional, commercial print and direct mail.


Net sales for Enterprise Inkjet Systems accounted for 10% of Kodak’s total net revenue for each of the years ended December 31, 2019 and 2018.  
 


Kodak Software


The Kodak Software segment is comprised of the Software business.  The Software business offers a leading suite of solutions for print production workflow,
including the PRINERGY workflow production software, by providing customer value through automation, web integration and integration with other Kodak
products and third-party offerings. Production workflow software is used by customers to manage digital and conventional print content from file creation to
output.
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Production workflow software manages content and color, reduces manual errors and helps customers manage the collaborative creative process. Kodak believes
it is a leader in production workflow solutions for the commercial print and packaging industries with over 15,000 systems installed in some of the largest
printing and packaging establishments around the world.  The Software business includes digital front-end controllers which manage the delivery of personalized
content to digital presses while controlling color and print consistency. Products and services are sold directly by Kodak and indirectly through dealers.  The
markets that Kodak Software serves are highly competitive.  Key customer segments each face competitive market pressure in pricing and new product
introduction.  Primary competitors include Heidelberg, Agfa, Fuji, and Esko.
 
Brand, Film and Imaging
 
The Brand, Film and Imaging segment is comprised of five lines of business: Consumer Products, Industrial Film and Chemicals, Motion Picture, Kodak
Services for Business (“KSB”) and Kodakit.  Kodak’s Brand, Film and Imaging products are distributed directly by Kodak and indirectly through dealers.  Brand
licensees use the Kodak brand on their products and use their own distribution channels.  One Industrial Film and Chemicals customer of professional and
consumer still photographic film and chemicals represented approximately 20% of total Brand, Film and Imaging segment revenues in 2019.


• Consumer Products:


 • Includes licensing of the Kodak brand to third parties.  Kodak currently licenses its brand for use with a range of products including batteries,
digital and instant print cameras and camera accessories, printers, and LED lighting.  Kodak intends to continue efforts to grow its portfolio of
brand licenses to generate both ongoing royalty streams and upfront payments.


 • Consumer Inkjet Solutions, which involves the sale of ink to an existing installed base of consumer inkjet printers.


 • 3rd party sales of specialty inks and dispersions.
 


• Industrial Film and Chemicals:


 • Offers industrial film, including films used by the electronics industry to produce printed circuit boards, as well as professional and consumer still
photographic film.


 • Includes related component businesses: Polyester Film; Solvent Recovery; and Specialty Chemicals.
 


• Motion Picture:


 • Includes the motion picture film business serving the entertainment industry. Motion picture products are sold directly to studios, external
laboratories and independent filmmakers.


 • Kodak motion picture film processing laboratories offering onsite processing services at strategic locations in the U.S. and Europe.


 
• Kodak Services for Business:


 
 • KSB assists organizations with challenges and opportunities created by the worldwide digital transformation. It provides business process


outsourcing services, scan and capture solutions, records conversion services, workflow solutions, content management, and print and managed
media services that assist customers with solutions that meet their business requirements.   KSB has expertise in the capture, archiving, retrieval
and delivery of documents including in depth knowledge of handling legacy media.  KSB serves enterprise customers primarily in the banking,
insurance and government sectors.  Sales in KSB are project-based and can vary from year to year depending on the nature and number of projects
in existence that year.


 
• Kodakit:


 
 • Kodakit is a platform that connects businesses with professional photographers to cater to their photography needs. Customers include global


hotels and online travel agencies, real estate companies, marketplaces, advertising agencies and global brands.
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 • In October 2019, Kodak decided to discontinue the operation of Kodakit.


Net sales for Motion Picture and Industrial Film and Chemicals accounted for 14% and 12% of Kodak’s total net revenue for the years ended December 31, 2019
and 2018, respectively.


Advanced Materials and 3D Printing Technology


The Advanced Materials and 3D Printing Technology segment contains the Kodak Research Laboratories and associated new business opportunities and
intellectual property licensing not directly related to other business divisions.  Kodak conducts research and files patent applications with fundamental inventions
from the Kodak Research Laboratories.  Additionally, Kodak continues to file new patent applications in areas aligned with its core businesses.  Via these core
business patent applications along with the research inventions, Kodak maintains a large worldwide portfolio of pending applications and issued patents.  Product
solutions in Advanced Materials and 3D Printing are in the process of being commercialized, and there are new business opportunities with identified markets
and customers.


The Advanced Materials and 3D Printing Technology segment will also pursue partnership opportunities to commercialize functional materials and printed
electronics technologies.  These partnerships may include non-recurring engineering payments for Kodak efforts to further develop such technologies into
products. The Advanced Materials and 3D Printing Technology segment also provides a wide range of analytical services to external clients at market rates.
  
• Advanced Materials:


 
 • Advanced Materials is developing solutions for component smart materials based on the materials science inventions and innovations from the


research laboratories.  There are multiple applications that Kodak contemplates addressing in this category.  Currently, the primary focus is on
light blocking particles for the textile market.
 


• 3D Printing:
 


 • 3D Printing concentrates on partnership and/or licensing opportunities in micro 3D printing solutions such as printed electronics.  In addition, for
macro 3D printing AM3D manufactures and sells a specialty material to a 3D printing customer.
 


• IP Licensing:
 


 • Kodak actively seeks opportunities to leverage its patents and associated technology in licensing and/or cross-licensing deals to support both
revenue growth and its ongoing businesses.  While revenues from these licensing activities tend to be unpredictable in nature, this segment still
carries the potential for revenue generation from intellectual property licensing and new materials businesses.


Eastman Business Park


The Eastman Business Park segment includes the operations of the Eastman Business Park, a more than 1,200-acre technology center and industrial complex in
Rochester, New York and the leasing activities related to that space. A large portion of this facility is used in Kodak’s own manufacturing and other operations,
while the remaining portion is occupied by external tenants or available for rent to external tenants.  Two tenants represented approximately 40% of total
Eastman Business Park segment revenues in 2019.  


DISCONTINUED OPERATIONS


Discontinued operations of Kodak include the Flexographic Packaging business.  Refer to Note 29, “Discontinued Operations” in the Notes to Financial
Statements for additional information.
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RAW MATERIALS


The raw materials used by Kodak are many and varied and are generally readily available.  Lithographic aluminum is the primary material used in the
manufacture of offset printing plates.  Kodak procures lithographic aluminum coils from several suppliers with pricing based, in part, on either prevailing market
prices for aluminum or on fixed prices for aluminum agreed to up to eighteen months prior.  Electronic components are used in the manufacturing of commercial
printers and other electronic devices.  The film and chemicals business uses many raw materials from a broad range of suppliers.  While most raw materials are
generally available from multiple sources, certain key electronic components and other components included in the finished goods manufactured by Kodak and
manufactured by and purchased from Kodak’s third-party suppliers are obtained from single or limited sources, which subjects Kodak to supply risks.


SEASONALITY OF BUSINESS


Equipment and plate unit sales generally are higher in the fourth quarter, resulting from customer or industry budgeting practices and buying patterns.


RESEARCH AND DEVELOPMENT


Kodak's general practice is to protect its investment in research and development and its freedom to use its inventions by obtaining patents.  The ownership of
these patents contributes to Kodak's ability to provide industry-leading products.  Kodak holds portfolios of patents in several areas important to its business,
including specific technologies such as lithographic printing plates and related equipment systems; digital printing workflow and color management proofing
systems; color and black-and-white electrophotographic printing systems including key press components and toners; commercial inkjet writing systems and
components, presses and inks; consumer inkjet inks and media; functional printing materials, formulations, and deposition modalities; engineered microparticles
for specific functions; security materials; embedded information; and color negative films, processing and print films.  Each of these areas is important to
existing and emerging business opportunities that bear directly on Kodak's overall business performance.


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


ENVIRONMENTAL PROTECTION


Kodak is subject to various laws and governmental regulations concerning environmental matters.  The U.S. federal environmental legislation and state
regulatory programs having an impact on Kodak include the Toxic Substances Control Act, the Resource Conservation and Recovery Act, the Clean Air Act, the
Clean Water Act, the NY State Chemical Bulk Storage Regulations and the Comprehensive Environmental Response, Compensation and Liability Act of 1980,
as amended (the “Superfund Law”).
 
It is Kodak’s policy to carry out its business activities in a manner consistent with sound health, safety and environmental management practices, and to comply
with applicable health, safety and environmental laws and regulations.  Kodak continues to engage in programs for environmental, health and safety protection
and control.
 
Based upon information presently available, future costs associated with environmental compliance are not expected to have a material effect on Kodak's capital
expenditures or competitive position, although costs could be material to a particular quarter or year.


EMPLOYMENT


At the end of 2019, Kodak employed the full time equivalent of approximately 4,922 people globally, of whom approximately 2,116 were employed in the
U.S.  The actual number of employees may be greater because some individuals work part time.


AVAILABLE INFORMATION


Kodak files many reports with the Securities and Exchange Commission (“SEC”) (www.sec.gov), including annual reports on Form 10-K, quarterly reports on
Form 10-Q and current reports on Form 8-K.  These reports, and amendments to these reports, are made available free of charge as soon as reasonably
practicable after being electronically filed with or furnished to the SEC.  They are available through Kodak's website at www.Kodak.com.  To reach the SEC
filings, follow the links to About Kodak, Investor Center, Financial Information and then SEC Filings.
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ITEM 1A. RISK FACTORS


Kodak operates in rapidly changing economic and technological environments which present numerous risks, many of which are driven by factors it cannot
control or predict. Certain factors may have a material adverse effect on its business, financial condition, and results of operations and make an investment in its
securities risky.  You should consider carefully the risks and uncertainties described below in addition to other information contained in this Annual Report on
Form 10-K, including the Management’s Discussion and Analysis of Financial Condition and Results of Operations (MD&A) section and the consolidated
financial statements and related notes. The following discussion of “risk factors” identifies Kodak’s assessment of the most significant factors which may
adversely affect its business, operations, financial position, stock price or future financial performance.  Additional risks and uncertainties Kodak is unaware of,
or currently believes are not material, may also become important factors which could adversely affect its business, operations, financial position or future
financial performance.


Risks Related to Kodak’s Business


If Kodak is not able to successfully implement its business plans, or experiences implementation delays in cost structure reduction, Kodak’s consolidated
results of operations, financial position and liquidity could be negatively affected.


Kodak’s business plans are subject to a number of assumptions, projections, and analysis. If these assumptions prove to be incorrect, Kodak may be unsuccessful
in executing its business plans or achieving the projected results, which could adversely impact its financial results and liquidity. In addition, Kodak continues to
rationalize its workforce and streamline operations to a leaner and more focused organization aligned with its business initiatives. There are no assurances such
measures will prove to be successful or the cost savings or other results it achieves through these plans will be consistent with its expectations. As a result, its
results of operations, financial position and liquidity could be negatively impacted. If restructuring plans are not effectively managed, it may experience lost
customer sales, product delays, additional costs and other unanticipated effects, causing harm to its business and customer relationships.


Finally, the timing and implementation of these plans require compliance with numerous laws and regulations, including local labor laws, and the failure to
comply with such requirements may result in damages, fines and penalties which could adversely affect Kodak’s business.


The ability to generate positive operating cash flows will be necessary for Kodak to continue to operate its business.


The positive cash flow from operations generated by Kodak in 2019 were derived from working capital improvements and individual transactions which
occurred during the year and are not expected to be recurring.  Kodak has not generated positive operating cash flows without supplementing such cash flow
from operations with monetization transactions over the past several years and, based on forecasted cash flows, there are uncertainties regarding its ability to
meet commitments in the U.S. as they come due.  The Print segment is its largest segment and has had declining revenues and segment earnings which are
expected to continue to decline. Kodak’s stable and remaining growth businesses may not grow or continue to generate the same or enough cash flow to offset
businesses with declining cash flows and investments needed for certain growth businesses.  It may take Kodak longer to generate positive cash flow from
operations than planned, which would have a material adverse effect on its liquidity and financial position.  If Kodak is unable to generate positive cash flow
from operations in the future or to adequately supplement such cash flow from operations with proceeds from monetization transactions, its ability to continue as
a going concern could be impaired or limited.


Continued investment, capital needs, restructuring payments, dividends and servicing the Company’s debt require a significant amount of cash and it may
not be able to generate sufficient cash to fund these activities, which could adversely affect its business, operating results and financial condition.


Kodak’s business may not generate cash flow in an amount sufficient to enable it to pay the principal or mandatory redemption price of, or interest and dividends
on, the 5% Secured Convertible Notes (the “Convertible Notes”) and the 5.50% Series A Convertible Preferred Stock (the “Series A Preferred Stock”), or to fund
Kodak’s other liquidity needs, including working capital, capital expenditures, product development efforts, restructuring actions, strategic acquisitions,
investments and alliances and other general corporate requirements. Its film manufacturing facilities are aged and without significant updates to equipment and
systems will be more prone to failure.  Capital improvements are planned but there is risk to manufacturing operations especially due to the complexity of the
processes and technology and the loss of knowledge as employees leave who are familiar with the processes and technology.  The longer these updates are
delayed the higher the risk due to equipment failures, further obsolescence and additional loss of employees with the specific knowledge base.


Kodak’s ability to generate cash is subject to general economic, financial, competitive, litigation, regulatory and other factors beyond its control. There are no
assurances:
 
 • Kodak’s businesses will generate sufficient cash flow from operations;
 • Kodak will be able to repatriate or move cash to locations where and when it is needed;
 • the Company will meet all the conditions associated with making borrowings or issuing letters of credit under


the ABL Credit Agreement;
 • Kodak will realize cost savings, earnings growth and operating improvements resulting from the execution of


its business and restructuring plan;
 • Kodak will not have to expend cash defending lawsuits regardless of the merits of any claims raised; or
 • Future sources of funding will be available in amounts sufficient to enable funding of its liquidity needs.
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If Kodak cannot fund its liquidity needs, it will have to take actions, such as reducing or delaying capital expenditures, product development efforts, strategic
acquisitions, and investments and alliances; selling additional assets; restructuring or refinancing the Company’s debt; or seeking additional equity capital. Such
actions could increase the Company’s debt, negatively impact customer confidence in its ability to provide products and services, reduce its ability to raise
additional capital and delay sustained profitability. There are no assurances any of these actions could, if necessary, be taken on commercially reasonable terms,
or at all, or they would satisfy Kodak’s liquidity needs.


If Kodak is unable to successfully develop, fund and commercialize products in certain businesses upon which it is focused or do so within an acceptable
timeframe, its financial performance could be adversely affected.


Kodak has focused its investments in Print, Advanced Materials, and Chemicals. These investment areas include offset plates and CTP devices, digital printing
using commercial inkjet and electrophotography, high resolution functional printing for electronic and optical solutions, specialty chemicals, and smart materials
for light control and 3D printing. Each of these businesses requires additional investment and may not be successful. The introduction of successful innovative
products at market competitive prices and the achievement of scale are necessary for Kodak to grow these businesses, improve margins and achieve its financial
objectives. Additionally, its strategy is based on a number of factors and assumptions, some of which are not within its control, such as the actions of third
parties. There can be no assurance that it will be able to successfully execute all or any elements of its strategy, or that its ability to successfully execute its
strategy will be unaffected by external factors. If Kodak is unsuccessful in growing its investment businesses as planned, or perceiving the needs of its target
customers, its financial performance could be adversely affected.


Due to the nature of the products it sells and Kodak’s worldwide distribution, Kodak is exposed to fluctuations in foreign currency exchange rates, interest
rates and commodity costs which, together with tariffs that may be imposed, may adversely impact its results of operations and financial position.


As a result of Kodak’s global operating and financing activities, it is exposed to changes in currency exchange rates and interest rates, which may adversely
affect its results of operations and financial position.  Exchange rates and interest rates in markets in which it does business tend to be volatile and, at times, its
sales and profitability can be negatively impacted across all its segments depending upon the value of the U.S. dollar and other major currencies such as the euro,
the Japanese yen, the British pound and the Chinese yuan. In addition, Kodak’s products contain aluminum, silver, petroleum-based or other commodity-based
raw materials, the prices of which have been, and may continue to be, volatile. In the case of aluminum and other raw materials and components imported by
Kodak, tariffs imposed from time to time may give rise to future cost increases.  Tariffs or duties may also be imposed on exported products produced by Kodak,
making such products less competitive in jurisdictions imposing such tariffs or duties.  If the global economic situation remains uncertain or worsens, there could
be further volatility in changes in currency exchange rates, interest rates and commodity prices, which could have negative effects on its revenue and earnings.


Weakness or worsening of global economic conditions could adversely affect Kodak’s financial performance and liquidity.


The global economic environment may adversely affect sales of Kodak’s products, profitability and liquidity. Global financial markets have been experiencing
extreme volatility, including as a result of the global outbreak of the coronavirus formally known as COVID-19. Economic conditions could accelerate any
decline in demand for products, which could also place pressure on its results of operations and liquidity.  In particular, if the coronavirus has a significant impact
on the printing industry it could adversely impact the demand for Kodak’s products.  There is no guarantee that anticipated economic growth levels in markets
which have experienced some economic strength will continue in the future, or Kodak will succeed in expanding sales in these markets. In addition, accounts
receivable and past due accounts could increase due to a decline in its customers’ ability to pay as a result of an economic downturn, including as a result of the
coronavirus, and its liquidity, including its ability to use credit lines, could be negatively impacted by failures of financial instrument counterparties, including
banks and other financial institutions. If global economic weakness and tightness in the credit markets exist, worsen or are attenuated, Kodak’s profitability and
related cash generation capability could be adversely affected and, therefore, affect its ability to meet its anticipated cash needs, impair its liquidity or increase its
costs of borrowing.


In June 2016, the United Kingdom (the “UK”) held a referendum in which voters opted for the country’s exit from the EU, commonly referred to as Brexit,
Consistent with the outcome of this referendum, the UK left the EU on January 31, 2020.  Thus, the UK is no longer a member of the EU; however, the UK will
continue to be subject to EU rules and remain a member of the single market and customs union during an implementation period. The implementation period
runs to December 31, 2020 but may be extended for up to two years. The UK government is negotiating with the EU on trade and other terms for such exit.
Leaving without any agreement on such terms would lead to disruption to UK/EU trade. However, Kodak has put appropriate plans in place for continuity of
supply and purchase of products, although there is likely to be some limited cost impact associated with these plans.


The uncertainty concerning Brexit has also caused global stock market volatility and currency exchange rate fluctuations that resulted in strengthening of the
U.S. dollar relative to other foreign currencies in which we conduct business. There may also be broader uncertainty over the position the United States will take
with respect to certain treaty and trade relationships with other countries. This uncertainty may impact (i) the ability or willingness of non-U.S. companies to
transact business in the United States, including with the Company, (ii) regulation and trade agreements affecting U.S. companies, (iii) global stock markets and
(iv) general global economic conditions. All of these factors are outside Kodak’s control but may cause it to adjust its strategy in order to compete effectively in
global markets and could adversely affect its business, financial condition, operating results and cash flows.
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If Kodak is unable to successfully develop or commercialize new products or do so in a timely manner, its business, financial position and operating results
may suffer.


Kodak generally sells its products in industries which are characterized by rapid technological changes, frequent new product and service introductions and
changing industry standards.


Without the timely introduction of new products, services and enhancements, its products and services will become technologically obsolete over time, in which
case its revenue and operating results would suffer. Therefore, its future results of operations will depend to a significant extent upon its ability to successfully
commercialize new products in a timely manner. The success of its new products and services will depend on several factors, including its ability to:


 • identify customer needs;
 • innovate and develop new technologies, services, and applications;
 • commercialize new technologies in a timely manner;
 • manufacture and deliver its products in sufficient volumes and on time;
 • differentiate its offerings from its competitors’ offerings;
 • price its products and services competitively;
 • anticipate its competitors’ development of new products, services or technological innovations;
 • work successfully alongside its partners; and
 • control product quality in its manufacturing processes.


As a result of these and other factors, products currently in development by Kodak (for example, UltraStream technology, new generations of Sonora offset
plates, and small particle technology) may or may not be successfully commercialized in a timely manner, or at all. If any of its key products cannot be
successfully or timely commercialized, its operating results could be adversely affected. Moreover, it cannot guarantee any investment made in developing
products will be recouped, even if it is successful in commercializing those products, which could have a material adverse effect on its business, financial
position and operating results.


If Kodak’s commercialization and manufacturing processes fail to prevent issues with product reliability, yield and quality, its product launch plans may be
delayed, its financial results may be adversely impacted, and its reputation may be harmed.


In developing, commercializing and manufacturing Kodak’s products and services it must adequately address reliability and prevent yield and other quality
issues, including defects in its engineering, design and manufacturing processes, as well as defects in third-party components included in its products. Because
Kodak’s products are sophisticated and complicated to develop and commercialize with rapid advances in technologies, the occurrence of defects may increase,
particularly with the introduction of new product lines. Unanticipated issues with product performance may delay product launch plans which could result in
additional expenses, lost revenue and earnings. Although it has established internal procedures to minimize risks which may arise from product quality issues,
there can be no assurance it will be able to eliminate or mitigate occurrences of these issues and associated liabilities. Product reliability, yield and quality issues
can impair its relationships with new or existing customers and adversely affect its brand image; product quality issues can result in recalls, warranty, or other
service obligations and litigation; and its reputation as a producer of high quality products could suffer, all of which could adversely affect its business as well as
its financial results.


If the reputation of Kodak or its brand erodes significantly, it could have a material impact on its financial results.


Kodak’s reputation, and the reputation of its brand, form the foundation of its relationships with key stakeholders and other constituencies, including customers,
suppliers and consumers. The quality and safety of Kodak’s products are critical to its business.  Kodak’s products have worldwide recognition, and its financial
success is directly dependent on the success of its product offering.  One aspect of Kodak’s business is licensing others to use Kodak’s brand in connection with
the sale of such licensees’ products and services, and activities by such licensees may be perceived by the market as being activities of Kodak.  The success of
Kodak’s brand can suffer if its or its licensees’ marketing plans, product initiatives or activities do not have the desired impact on the brand’s image or ability to
attract customers.  Kodak’s results could also be negatively impacted if its brand suffers substantial harm to its reputation due to significant product reliability
and quality issues, and product-related litigation.  Additionally, negative or inaccurate postings or comments on social media or networking websites about
Kodak, its licensees or its brand could generate adverse publicity which could damage the reputation of the brand.  Kodak also devotes significant time and
resources to programs consistent with its corporate values and commitments that are designed to protect and preserve its reputation, such as social responsibility
and environmental sustainability. If these programs are not executed as planned or suffer negative publicity, Kodak’s reputation and financial results could be
adversely impacted.


Increased competition, including price competition, could have a material adverse impact on Kodak’s revenue, gross margins, cash flow and market share.


The markets in which Kodak does business are highly competitive with large, entrenched, and well financed industry participants, many of which are larger than
Kodak. In addition, it encounters aggressive price competition for many of its products and services from numerous companies globally. Any of its competitors
may:
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 • foresee the course of market developments more accurately than it does;
 • sell superior products and provide superior services or offer a broader variety of products and services;
 • have the ability to produce or supply similar products and services at a lower cost;
 • have better access to materials and supplies and the ability to acquire materials and supplies at a lower


cost;
 • develop stronger relationships with its suppliers or customers;
 • adapt more quickly to new technologies or evolving customer requirements than it does; or
 • have access to capital markets or other financing sources on more favorable terms than it can obtain.


As a result, Kodak may not be able to compete successfully with its competitors. Finally, it may not be able to maintain its operating costs or prices at levels
which would allow it to compete effectively. Kodak’s results of operations and financial condition may be adversely affected by these and other industry-wide
pricing pressures. If its products, services and pricing are not sufficiently competitive with current and future competitors, it could also lose market share,
adversely affecting its revenue, gross margins and cash flow.


An inability to provide competitive financing arrangements to Kodak’s customers or extension of credit to customers whose creditworthiness deteriorates
could adversely impact its revenue, profitability and financial position.


The competitive environment in which Kodak operates may require it to facilitate or provide financing to its customers. Customer financing arrangements may
cover all or a portion of the purchase price for its products and services. It may also assist customers in obtaining financing from banks and other sources. Its
success may be dependent, in part, upon its ability to provide customer financing on competitive terms and on its customers’ creditworthiness. Tightening of
credit in the global financial markets can adversely affect the ability of Kodak’s customers to obtain financing for significant purchases, which may result in a
decrease in, or cancellation of, orders for its products and services. If Kodak is unable to provide competitive financing solutions to its customers or if it extends
credit to customers whose creditworthiness deteriorates, its revenues, profitability and financial position could be adversely impacted.


The loss of one or more of Kodak’s key personnel, or its failure to attract and retain other highly qualified personnel in the future, could harm its business.


In order for it to be successful, Kodak must continue to attract, retain and motivate executives and other key employees, including technical, managerial,
marketing, sales, research and support positions. Hiring and retaining qualified executives, research and engineering professionals, and qualified sales
representatives, particularly in Kodak’s targeted growth markets, are critical to its future. It may be unable to attract and retain highly qualified management and
employees, particularly if it does not offer employment terms competitive with the rest of the market. Failure to attract and retain qualified individuals, key
leaders, executives and employees, or failure to develop and implement a viable succession plan, could result in inadequate depth of institutional knowledge or
skill sets, which could adversely affect its business.


If Kodak cannot effectively anticipate technology trends and develop and market new products to respond to changing customer needs and preferences, its
revenue, earnings and cash flow could be adversely affected.


Kodak serves imaging/print needs for business markets, including graphic communications, packaging, enterprise services, and printed electronics. Its success in
these markets depends on its ability to offer differentiated solutions and technologies to capture market share and grow scale. To enable this, it must continually
develop and introduce new products and services in a timely manner to keep pace with technological developments and achieve customer acceptance. In
addition, the services and products it provides to customers may not or may no longer meet the needs of its customers as the business models of its customers
evolve. Its customers may decide to outsource their imaging needs or may purchase imaging services and needs from other suppliers. In addition, it is difficult to
predict successfully the products and services its customers will demand. The success of Kodak’s business depends in part on its ability to identify and respond
promptly to changes in customer preferences, expectations and needs. If it does not timely assess and respond to changing customer expectations, preferences
and needs, its financial condition, results of operations or cash flows could be adversely affected.


If Kodak is unable to timely anticipate new technology trends, develop improvements to its current technology to address changing customer preferences, and
effectively communicate its businesses, products, and the markets it serves, its revenue, earnings and cash flow could be adversely affected. The success of
Kodak’s technology development efforts may be affected by the development efforts of its competitors, which may have more financial and other resources to
better ascertain technology trends, changing customer preferences, and changing business expectations or models. Kodak’s assessment and response may as a
result be incomplete or inferior when compared to its competitors, which could adversely affect its product roadmaps and associated revenue streams.


Kodak has reduced the scope of its corporate-focused research and development activities.  If its investment in research and product development is inadequate,
its response to changing customer needs and changing market dynamics may be too slow and this may adversely affect revenue streams from new products and
services.
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Kodak makes investments in new products and services that may not achieve expected returns.


Commercial success depends on many factors, including innovativeness, developer support, and effective distribution and marketing. If customers do not
perceive Kodak’s latest offerings as providing significant new functionality or other value, they may reduce their purchases of new products or upgrades,
unfavorably affecting revenue. Kodak may not achieve significant revenue from new product, service, and distribution channel investments for several years, if
at all.  


New products and services may not be profitable, and even if they are profitable, operating margins for some new products and businesses may not be as high as
the margins Kodak has experienced historically. Developing new technologies is complex. It can require long development and testing periods. Significant delays
in new releases or significant problems in creating new products or services could adversely affect Kodak’s revenue.


Kodak relies on third-party suppliers and service providers to support its manufacturing, logistics, and business operations and faces the risks associated
with reliance on external business partners.


Kodak relies on third-party suppliers for goods and services to support its manufacturing, logistics, and business operations.  To the extent it relies on third-
parties, it faces the risks that those third parties may not be able to:


 • develop manufacturing methods appropriate to Kodak’s products;
 • maintain an adequate control environment;
 • quickly respond to changes in customer demand for Kodak’s products;
 • obtain supplies and materials necessary for the manufacturing process; or
 • mitigate the impact of labor shortages and/or other disruptions.


Suppliers may choose to unilaterally withhold products, components or services. In addition, Kodak may experience shortages in supply and disruptions in
service as a result of unexpected demand, transportation and logistical limitations, and/or disruptions or production difficulties at its suppliers, such as disruptions
due to fires, medical epidemics, other natural disasters or events outside of a supplier’s control. In addition, disruptions could result from a reduction in the
number of its suppliers due to their own financial difficulties or a reduction in the products offered by such suppliers. As a result of the loss of any supplier, or a
substantial decrease in the availability of products from its suppliers, Kodak may be unable to meet its customer commitments, its costs could be higher than
planned, and its cash flows and the reliability of its products could be negatively impacted. Kodak will vigorously enforce its contractual rights under such
circumstances, but there is no guarantee it will be successful in preventing or mitigating the effects of unilateral actions by its suppliers. Other supplier problems
that Kodak could encounter include electronic component shortages, excess supply, risks related to the duration and termination of its contracts with suppliers for
components and materials and risks related to the ability to obtain products, components or services from single source suppliers on favorable terms or at all. The
realization of any of these risks, should alternative third-party relationships not be established, could cause interruptions in supply or increases in costs which
might result in Kodak’s inability to meet customer demand for its products, damage to its relationships with its customers, and reduced market share, all of which
could adversely affect its results of operations and financial condition.


Any significant negative change in the payment terms that Kodak has with its suppliers could adversely affect its liquidity.  There is a risk that Kodak’s key
suppliers could respond to any actual or apparent decrease in or any concern with its financial results or liquidity by requiring or conditioning their sale of goods
or services to Kodak on more stringent or more costly payment terms, such as by requiring standby letters of credit, earlier or advance payment of invoices,
payment upon delivery, or shorter payment terms. Kodak’s need for additional liquidity could significantly increase and its supply could be materially disrupted
if a significant portion of its key suppliers and vendors took one or more of the actions described above, which could have a material adverse effect on its sales,
customer satisfaction, cash flows, liquidity and financial position.


Business disruptions could seriously harm Kodak’s future revenue and financial condition and increase its costs and expenses.


Worldwide operations could be subject to earthquakes, power shortages, telecommunications failures, cyber-attacks, terrorism and other physical security threats,
water shortages, tsunamis, floods, hurricanes, typhoons, fires, extreme weather conditions, medical epidemics, political or economic instability, and other natural
or manmade disasters or business interruptions, for which Kodak is predominantly self-insured. The occurrence of any of these business disruptions could
seriously harm its revenue and financial condition and increase its costs and expenses.


The ongoing outbreak of the coronavirus formally known as COVID-19 emanating from China in December 2019 and spreading throughout many regions of the
world has resulted in travel restrictions to and from affected regions, disruptions to suppliers’ performance and delivery, in some cases whether or not based in
affected regions, as well as the temporary shutdown of many businesses in affected regions. Kodak has manufacturing, service and sales operations in affected
regions, including China, Germany and Italy, and regularly imports and exports products into and out of the affected regions. Kodak also relies on:


 • certain third-party suppliers and vendors in affected regions for goods and services to support its global business operations;
 • customers whose need for Kodak products is based on manufacturing operations in affected regions;
 • suppliers, some of which are based in affected regions, to transport products into and out of affected regions;
 • companies operating outside affected regions who obtain critical raw materials or components from affected regions to supply


Kodak;
 • the shooting, production and release of motion picture films in or dependent on affected regions; and
 • royalties from brand licensees that source products from or sell products in affected regions.
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Certain of Kodak’s critical business functions, including its manufacturing and field service operations, cannot be performed remotely, and an inability of
Kodak’s employees to physically work at its or its customers locations due to government restrictions, health concerns or illness may disrupt its operations,
perhaps significantly.  Kodak has already experienced some disruptions in its manufacturing and logistics operations due to the coronavirus outbreak.  The full
extent to which the coronavirus outbreak impacts Kodak’s results will depend on future developments, which are highly uncertain and cannot be predicted at the
time of this filing, including new information which may emerge concerning the severity of the coronavirus and the actions taken to contain the virus or treat its
impact, among others. Complications from the coronavirus outbreak could have a material adverse effect on the continuity of our business operations and our
results of operations and financial position, particularly if such complications have an extended duration.


In addition, some areas, including parts of the east and west coasts of the United States, have previously experienced, and may experience in the future, major
power shortages and blackouts. These blackouts could cause disruptions to its operations or the operations of its suppliers, distributors and resellers, or
customers. Kodak has operations including research and development facilities in geographically disparate locations, such as Israel, Japan, China, Canada and
Germany. The impact of these risks is greater in areas where products are manufactured at a sole or limited number of location(s), and where the sourcing of
materials is limited to a sole or limited base of suppliers, since any material interruption in operations in such locations or suppliers could impact Kodak’s ability
to provide a particular product or service for a period of time.


Kodak’s inability to effectively complete and manage strategic transactions could adversely impact its business performance, including its financial results.


As part of Kodak’s strategy, it may be engaged in discussions with third parties regarding possible divestitures, asset sales, spin-offs, investments, acquisitions,
strategic alliances, joint ventures, and outsourcing transactions and may enter into agreements relating to such transactions in order to further its business
objectives.  In order to successfully pursue its strategic transaction strategy, it must identify suitable buyers, sellers and partners and successfully complete
transactions, some of which may be large and complex, and manage post-closing issues such as the elimination of any remaining post-sale costs related to
divested businesses.  Transaction risk can be more pronounced for larger and more complicated transactions or when multiple transactions are pursued
simultaneously.  There are no assurances Kodak will be able to consummate any strategic transactions which it undertakes or, if consummated, Kodak will
achieve the benefits sought to be achieved from such strategic transactions.  If Kodak fails to identify and successfully complete transactions that further its
strategic objectives, it may be required to expend resources to develop products and technology internally, it may be at a competitive disadvantage or it may be
adversely affected by negative market perceptions. Any of these factors could have an adverse effect on its revenue, gross margins and profitability. In addition,
unpredictability surrounding the timing of such transactions could adversely affect its financial results.


Kodak may pursue acquisitions or combinations which could fail or present unanticipated problems for its business in the future, which would adversely
affect its ability to realize the anticipated benefits of those transactions or increase the price it would be required to pay.


Kodak may seek to enter into transactions which may include acquiring or combining with other businesses. It may not be able to identify suitable acquisition or
combination opportunities or finance and complete any particular acquisition or combination successfully. Furthermore, acquisitions and combinations involve a
number of risks and challenges, including:


 • the ability to obtain required regulatory and other approvals;
 • the need to integrate acquired or combined operations with its business;
 • potential loss of key employees;
 • difficulty in evaluating operating costs, infrastructure requirements, environmental and other liabilities and other


factors beyond its control;
 • wrong, inaccurate or changing business assumptions on which such acquisitions or combinations are predicated;
 • potential lack of operating experience in new business or geographic areas;
 • an increase in its expenses and working capital requirements;
 • management’s attention may be temporarily diverted; and
 • the possibility it may be required to issue a substantial amount of additional equity or debt securities or assume


additional debt in connection with any such transactions.


Any of these factors could adversely affect its ability to achieve anticipated levels of cash flows or realize synergies or other anticipated benefits from a strategic
transaction. Furthermore, the market for transactions is highly competitive, which may adversely affect its ability to find transactions which fit its strategic
objectives or increase the price it would be required to pay (which could decrease the benefit of the transaction or hinder its desire or ability to consummate the
transaction). Strategic transactions may occur at any time and may be significant in size relative to its assets and operations.
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Cyber-attacks or other data security incidents that disrupt Kodak’s operations or result in the breach or other compromise of proprietary of confidential
information about its workforce, its customers, or other third parties could disrupt its business, harm its reputation, cause it to lose customers, and expose it
to costly regulatory enforcement and litigation.


To effectively manage Kodak’s global business, it depends on secure and reliable information technology systems with accurate data. These systems and their
underlying infrastructure are provided by a combination of Kodak and third-parties, and if unavailable or unreliable, could disrupt Kodak’s operations, causing
delays or cancellation of customer orders, impeding the manufacturing or delivery of products, delaying the reporting of financial results, or impacting other
business processes critical to running its business.


Kodak’s IT systems contain critical information about its business, including intellectual property and confidential information of its customers, business
partners, and employees.  Cyber-attacks or defects in its systems could result in this proprietary information being disclosed or modified, which could cause
significant damage to its business or its reputation.  Kodak has system controls and security measures in place that are designed to protect its IT systems against
intentional or unintentional disruptions of its operations or disclosure of confidential information, but it may not be able to implement solutions that result in
stopping or detecting all of these threats to its internal information systems or those of its third-party providers.  A breach of Kodak’s security measures could
result in unauthorized access to and misuse of its information, corruption of data, or disruption of operations, any of which could have a material adverse impact
on its business.


Kodak also provides IT-based products and services to its customers, and operates services used by its customers and hosted by Kodak, both businesses and
consumers, and a breach of its security or reliability measures, or those of its third-party service providers, could negatively impact its customers’ operations or
data privacy.


Attacks on IT systems continue to grow in frequency, complexity and sophistication, and Kodak is regularly targeted by unauthorized parties using malicious
tactics, code and viruses.


It has programs in place to prevent, detect and respond to data or cyber security incidents. However, because the techniques used to obtain unauthorized access,
disable or degrade service, or sabotage systems change frequently, are increasingly more complex and sophisticated and may be difficult to detect for long
periods of time, Kodak may be unable or fail to anticipate these techniques or implement adequate or timely preventive or responsive measures.


Failure to comply with anti-corruption laws and regulations, anti-money laundering laws and regulations, economic and trade sanctions, and similar laws
could have a materially adverse effect on Kodak’s reputation, results of operations or financial condition, or have other adverse consequences.


Regulators worldwide are exercising heightened scrutiny with respect to anti-corruption, economic and trade sanctions, and anti-money laundering laws and
regulations. Such heightened scrutiny has resulted in more aggressive investigations and enforcement of such laws and more burdensome regulations, any of
which could adversely impact Kodak’s business.  Kodak has a global operating presence, including in numerous developing economies where companies and
government officials are more likely to engage in business practices that are prohibited by domestic and foreign laws and regulations, including the United States
Foreign Corrupt Practices Act and the U.K. Bribery Act. Such laws generally prohibit improper payments or offers of payments to foreign government officials
and leaders of political parties, and in some cases, to other persons, for the purpose of obtaining or retaining business.  Kodak is also subject to economic and
trade sanctions programs, including those administered by the U.S. Treasury Department’s Office of Foreign Assets Control, which prohibit or restrict
transactions or dealings with specified countries, their governments, and in certain circumstances, their nationals, and with individuals and entities that are
specially designated, including narcotics traffickers and terrorists or terrorist organizations, among others.  In addition, Kodak is subject to anti-money laundering
laws and regulations.


Kodak has implemented policies and procedures to monitor and address compliance with applicable anti-corruption, economic and trade sanctions and anti-
money laundering laws and regulations, and it periodically reviews, upgrades and enhances certain of its policies and procedures. However, there can be no
assurance that its employees, consultants or agents will not take actions in violation of its policies for which it may be ultimately responsible, or that its policies
and procedures will be adequate or will be determined to be adequate by regulators.  Any violations of applicable anti-corruption, economic and trade sanctions
or anti-money laundering laws or regulations could limit certain of Kodak’s business activities until they are satisfactorily remediated and could result in civil
and criminal penalties, including fines, which could damage its reputation and have a materially adverse effect on its results of operation or financial condition.


Failure to comply with privacy, data protection and cyber security laws and regulations could have a materially adverse effect on Kodak’s reputation, results
of operations or financial condition.


Kodak receives, processes, transmits and stores information relating to identifiable individuals (personal information), both in its role as a technology provider
and as an employer. As a result, Kodak is subject to numerous U.S. federal and state and foreign laws and regulations relating to personal information. These
laws have been subject to frequent changes, and new legislation in this area may be enacted at any time. In Europe, the General Data Protection Regulation
(“GDPR”) became effective on May 25, 2018 for all European Union (“EU”) member states. The GDPR includes operational requirements for companies
receiving or processing personal data of EU residents that are partially different from those previously in place and includes significant penalties for non-
compliance. In the United States, the California Consumer Privacy Act (“CCPA”) became effective on January 1, 2020 and many other states are in various
stages of implementing privacy legislation. The CCPA provides California residents with specific privacy rights including a new private right of action for certain
data breaches.
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Recently enacted laws and regulations, as well as any other change to existing laws, the introduction of new laws in this area, or the failure to comply with
existing laws that are applicable, may subject Kodak to, among other things, additional costs or changes to its business practices, liability for monetary damages,
fines and/or criminal prosecution, unfavorable publicity, restrictions on its ability to obtain and process information and allegations by its customers and clients
that it has not performed its contractual obligations. At the same time, the risk of cyber-attacks is relevant to the requirements regarding storage, transfer, sharing
and handling of personal information.  


This environment demands Kodak continuously improve its design and coordination of security controls and contractual arrangements across its businesses and
geographies.  Despite these efforts, it is possible its security controls over personal data, its training of employees and vendors on data privacy and data security,
and other practices it follows may not prevent the improper disclosure of personal information.  Improper disclosure of this information could harm its reputation
or subject it to liability under laws which protect personal data, resulting in increased costs or loss of revenue.


If Kodak cannot protect the intellectual property rights on which its business depends, or if third parties assert it violates their intellectual property rights, its
revenue, earnings, expenses and liquidity may be adversely impacted.


A key differentiator for Kodak in many of its businesses is its technological advantage over competitors’ products and solutions. Its technological advantage is
supported by Kodak’s intellectual property rights. Patent, copyright, trademark and trade secret laws in the United States and similar laws in other countries, and
non-disclosure, confidentiality and other types of agreements with Kodak’s employees, customers, suppliers and other parties, may not be effective in
establishing, maintaining, protecting and enforcing Kodak’s intellectual property rights.


Any of Kodak’s direct or indirect intellectual property rights could be challenged, invalidated, circumvented, infringed, diluted, disclosed or misappropriated, or
such intellectual property rights may not be sufficient to permit it to take advantage of current market trends or otherwise to provide competitive advantages,
which could result in costly product redesign efforts, discontinuance of certain product offerings or other competitive harm. Further, the laws of certain countries
do not protect proprietary rights to the same degree as the laws of the United States.


Therefore, in certain jurisdictions, Kodak may be unable to protect its proprietary technology adequately against unauthorized third party copying, infringement
or use, which could adversely affect its competitive position.  Also, some of Kodak’s business and some of its products rely on key technologies developed or
licensed by third parties and, because of the rapid pace of technological change in the information technology industry, it may not be able to obtain or continue to
obtain licenses and technologies from relevant third parties on reasonable terms, or at all.


Kodak also licenses third parties to use its trademarks. In an effort to preserve its trademark rights, Kodak enters into license agreements with these third parties
which govern the use of its trademarks and require its licensees to abide by quality control standards with respect to the goods and services they provide under
the trademarks. Although Kodak makes efforts to police the use of its trademarks by its licensees, there can be no assurance these efforts will be sufficient to
ensure the licensees abide by the terms of their licenses. In the event Kodak’s licensees fail to do so, its trademark rights could be diluted and its reputation
harmed by its licensees’ activities.  Also, failure by Kodak and its licensees to sufficiently exploit any of Kodak’s trademarks in any markets could erode Kodak’s
trademark rights with respect to the relevant trademarks. Because the laws and enforcement regimes of certain countries do not protect proprietary rights to the
same degree as those in the United States, in certain jurisdictions Kodak may be unable to adequately prevent such unauthorized uses, which could result in
impairment of its trademark rights.


Kodak has made substantial investments in new, proprietary technologies and has filed patent applications and obtained patents to protect its intellectual property
rights in these technologies as well as the interests of its licensees. There can be no assurance Kodak’s patent applications will be approved, any patents issued
will be of sufficient scope or strength to provide it with meaningful protection, or such patents will not be challenged by third parties. Furthermore, Kodak may
fail to accurately predict all of the countries where patent protection will ultimately be desirable, and if it fails to timely file a patent application in any such
country, it may be precluded from doing so at a later date. The patents issuing may vary in scope of coverage depending on the country in which such patents
issue.


In addition, the intellectual property rights of others could inhibit Kodak’s ability to conduct its business. Other companies may hold patents on technologies used
in Kodak’s industries and some of these companies may be aggressively seeking to expand, enforce or license their patent portfolios.  Third parties may claim
Kodak and its customers, licensees or other parties indemnified by it are infringing upon their intellectual property rights. Such claims may be made by
competitors seeking to block or limit Kodak’s access to certain markets. Additionally, certain individuals and groups have purchased intellectual property assets
for the sole purpose of making claims of infringement and attempting to extract settlements from large companies like Kodak. Even if it believes the claims are
without merit, these claims may have the following negative impacts on its business:


 • claims can be time consuming and costly to defend and may distract management’s attention and
resources;


 • claims of intellectual property infringement may require it to redesign affected products, enter into costly
settlement or license agreements or pay costly damage awards, or face a temporary or permanent
injunction prohibiting it from marketing or selling certain of its products;


 • even if it has an agreement with a third party to indemnify it against such costs, the indemnifying party
may be unable to uphold such party’s contractual obligations; and


 • if it cannot or does not license the infringed technology at all, license the technology on reasonable terms
or substitute similar technology from another source, its revenue and earnings could be adversely
impacted.
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Finally, Kodak uses open source software in connection with some of its products and services. Companies which incorporate open source software into their
products have, from time to time, faced claims challenging the ownership of open source software and/or compliance with open source license terms. As a result,
Kodak could be subject to suits by parties claiming ownership of what it believes to be open source software or noncompliance with open source licensing terms.
Some open source software licenses require users who distribute open source software as part of their software to publicly disclose all or part of the source code
to such software and/or make available any derivative works of the open source code on unfavorable terms or at no cost.  Any requirement to disclose Kodak’s
source code or pay damages for breach of contract could be harmful to its business results of operations and financial condition.


Kodak’s future pension and other postretirement benefit plan costs and required level of contributions could be unfavorably impacted by changes in
actuarial assumptions, market performance of plan assets and obligations imposed by legislation or pension authorities which could adversely affect its
financial position, results of operations, and cash flow.


Kodak has significant defined benefit pension and other postretirement benefit obligations.


The funded status of its U.S. and non-U.S. defined benefit pension plans (and other postretirement benefit plans), and the related cost reflected in its financial
statements, are affected by various factors subject to an inherent degree of uncertainty. Key assumptions used to value these benefit obligations, funded status and
expense recognition include the discount rate for future payment obligations, the long term expected rate of return on plan assets, salary growth, healthcare cost
trend rates, mortality trends, and other economic and demographic factors. Significant differences in actual experience, or significant changes in future
assumptions or obligations imposed by legislation or pension authorities, could lead to a potential future need to contribute cash or assets to Kodak’s plans in
excess of currently estimated contributions and benefit payments and could have an adverse effect on Kodak’s consolidated results of operations, financial
position or liquidity.


In past years, Kodak has experienced increases in the costs of these defined benefit pension and postretirement benefit obligations as a result of macro-economic
factors beyond its control, including increases in health care costs, declines in investment returns on pension plan assets, and changes in discount rates and
mortality rates used to calculate pension and related liabilities. At least some of these macro-economic factors may again put pressure on the cost of providing
pension and medical benefits. There can be no assurance it will succeed in limiting cost increases. In addition, continued upward pressure, including any as a
result of new legislation, could reduce the profitability of its businesses.


Kodak may be required to recognize impairments in the value of its goodwill and/or other long-lived assets which could adversely affect its results of
operations.


Upon emergence from bankruptcy, Kodak applied fresh start accounting pursuant to which the reorganization value was allocated to the individual assets and
liabilities based on their estimated fair values. The excess reorganization value over the fair value of identified tangible and intangible assets is reported as
goodwill. In connection with fresh start, Kodak also determined the fair value of its other long-lived assets, including intangible assets. The determination of
reorganization value, equity value of the Company’s common stock and fair value of assets and liabilities is dependent on various estimates and assumptions,
including financial projections and the realization of certain events. Kodak tests goodwill and indefinite lived intangible assets for impairment annually or
whenever events occur or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. Kodak
evaluates other long-lived assets for impairments whenever events or changes in circumstances indicate the carrying value may not be recoverable. Impairments
could occur in the future if Kodak’s expected future cash flows decline, market or interest rate environments deteriorate, or if carrying values change materially
compared with changes in their respective fair values.


Kodak’s businesses experience seasonality of sales. Therefore, lower demand for Kodak’s products or increases in costs during periods which are expected to
be at peak in seasonality may have a pronounced negative effect on its results of operations.


Equipment and consumables sales generally exhibit higher levels in the fourth quarter due to the seasonal nature of placements, resulting from customer or
industry budgeting practices. As a result, a sequential quarter-to-quarter comparison is not a good indication of Kodak’s performance or how it will perform in
the future. In addition, adverse developments during what are expected to be peak periods in seasonality, such as lower-than-anticipated demand for its products,
an internal systems failure, increases in materials costs, or failure of or performance problems with one of its key logistics, components supply, or manufacturing
partners, could have a material adverse impact on its financial condition and operating results. Tight credit markets which limit capital investments or a weak
economy which decreases print demand could negatively impact equipment or consumable sales. These external developments are often unpredictable and may
have an adverse impact on its business and results of operations.  


If Kodak fails to manage distribution of its products and services properly, its revenue, gross margins and earnings could be adversely impacted.


Kodak uses a variety of different distribution methods to sell and deliver its products and services, including third-party resellers and distributors and direct and
indirect sales to both enterprise accounts and customers. Successfully managing the interaction of direct and indirect channels with various potential customer
segments for its products and services is a complex process. Moreover, since each distribution method has distinct risks and costs, Kodak’s failure to achieve the
most advantageous balance in the delivery model for its products and services could adversely affect its revenue, gross margins and earnings. This has
concentrated Kodak’s credit and operational risk and could result in an adverse impact on its financial performance.
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Kodak’s future results could be harmed if it is unsuccessful in its sales in emerging markets.


Because Kodak is seeking to expand its sales and number of customer relationships outside the United States, including in emerging markets in Asia, Latin
America and Eastern Europe, Kodak’s business is subject to risks associated with doing business internationally, such as:


 • support of multiple languages;
 • recruitment of sales and technical support personnel with the skills to design, manufacture, sell and


supply products;
 • compliance with governmental regulation of imports and exports, including obtaining required


import or export approval for its products;
 • complexity of managing international operations;
 • exposure to foreign currency exchange rate fluctuations;
 • commercial laws and business practices which may favor local competition and the imposition of


tariffs on products or raw materials imported into or exported from the U.S.;
 • multiple, potentially conflicting, and changing governmental laws, regulations and practices,


including differing export, import, tax, anti-corruption, anti-dumping, economic sanction, labor, and
employment laws;


 • difficulties in collecting accounts receivable;
 • limitations or restrictions on the repatriation of cash;
 • limitations or reductions in protection of intellectual property rights;
 • complications in logistics and distribution arrangements; and
 • political or economic instability.


There can be no assurance Kodak will be able to market and sell its products in all of its targeted markets. If its efforts are not successful, its business growth and
results of operations could be harmed.


As a global company, Kodak is subject to regulatory requirements and laws in the jurisdictions in which it operates, and any alleged non-compliance with these
requirements or laws could result in an adverse financial or reputational impact.


Kodak is subject to environmental laws and regulations and failure to comply with such laws and regulations or liabilities imposed as a result of such laws
and regulations could have an adverse effect on its business, results of operations and financial condition.


Kodak is subject to environmental laws and regulations world-wide that govern, for example, the discharge of pollutants, the management of hazardous
materials, the cleanup of contaminated sites, and the composition and end-of-life management of its products.  Non-compliance with applicable laws or liability
incurred without regard to fault could have a material adverse effect on its business, results of operations and financial condition. The cost of complying with
such laws could have a material adverse effect on its business, results of operations and financial condition.  Any uncertainties related to environmental
conditions or obligations at Kodak’s properties may impact its ability to further develop or sell such properties.


Kodak may have additional tax liabilities.


Kodak is subject to income taxes in the U.S. and in many foreign jurisdictions. Significant judgment is required in determining Kodak’s worldwide provision for
income taxes.  In the course of its business, there are transactions and calculations where the ultimate tax determination is uncertain.


Kodak operates within multiple taxing jurisdictions worldwide and is subject to audit in these jurisdictions.  These audits can involve complex issues, which may
require an extended period of time for resolution.  Management’s ongoing assessments of the outcomes of these issues and related tax positions require judgment,
and although management believes that adequate provisions have been made for such issues, there is the possibility that the ultimate resolution of such issues
could have an adverse effect on the earnings and cash flow of Kodak.


Kodak’s business, financial position, results of operations, cash flows and reputation may be negatively impacted by legal matters.


Kodak has various contingencies which are not reflected on its balance sheet, including those arising as a result of being involved from time to time in a variety
of claims, lawsuits, investigations, remediations and proceedings concerning:  commercial, tax, tort, customs, employment, health and safety and intellectual
property matters, licensee activities, and compliance with various domestic and international laws and regulations.  Should developments in any of these matters
cause a change in its determination as to an unfavorable outcome and result in the need to recognize a material accrual or should any of these matters result in a
final adverse judgment or be settled for significant amounts, they could have a material adverse effect on its business, financial position, results of operations,
and cash flows.


Regulations related to “conflict minerals” may require Kodak to incur additional expenses and could limit the supply and increase the cost of certain metals
used in manufacturing Kodak’s products.


The Dodd-Frank Wall Street Reform and Consumer Protection Act contains provisions to improve transparency and accountability concerning the supply of
minerals originating from the conflict zones of the Democratic Republic of Congo (“DRC”) and adjoining countries.
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As a result, in August 2012, the SEC adopted rules requiring disclosure related to sourcing of specified minerals, known as “conflict minerals,” which are
necessary to the functionality or production of products manufactured or contracted to be manufactured by public companies. Kodak has designed its overall
conflict minerals policies and procedures to be consistent with the guidance issued by the Organization for Economic Co-operation and Development (“OECD”)
and continues to perform due diligence on its supply chain.  Kodak filed its most recent Conflict Minerals Disclosure report for the reporting period from January
1, 2018 to December 31, 2018 on May 31, 2019.  As of the date of the report, Kodak determined certain of its products contain such specified minerals but was
unable to determine whether or not such minerals originate from the DRC or an adjoining country.  Kodak may incur additional costs to comply with these
disclosure requirements, including costs related to determining the sources of the specified minerals used in its products, in addition to the cost of any changes to
products, processes, or sources of supply as a consequence of such verification activities, which may adversely affect its business. In addition, the number of
suppliers who provide “conflict-free” minerals may be limited, which may make it difficult to satisfy customers who require all of the components of its products
be certified as conflict-free, which could place it at a competitive disadvantage if it is unable to do so. Because Kodak’s supply chain is complex, it may also not
be able to sufficiently verify the origins of the relevant minerals used in its products through its due diligence procedures, which may harm its reputation.


Risks Related to the Company’s Indebtedness and Access to Capital Markets


There can be no assurance the Company will be able to comply with the terms of its various credit facilities.


A breach of any of the financial or other covenants contained in the ABL Credit Agreement or the Convertible Notes could result in an event of default under
these facilities.


If any default or event of default occurs under the ABL Credit Agreement and the Company is not able to either cure it or obtain a waiver from the requisite
lenders under the ABL Credit Agreement, the administrative agent under the ABL Credit Agreement may, and at the request of the requisite lenders for that
facility must, declare all of the Company’s outstanding obligations under the ABL Credit Agreement, together with accrued interest and fees, to be immediately
due and payable.  In addition, the agent under the ABL Credit Agreement may, and at the request of the requisite lenders must, terminate the lenders’
commitments under that facility and cease making further loans. If any default or event of default occurs under the Convertible Notes and the Company is not
able to either cure it or obtain a waiver from the holders of the Convertible Notes, such holders may declare all of the Company’s outstanding obligations under
the Convertible Notes, together with accrued interest and fees, to be immediately due and payable.  If applicable, the administrative agent under the ABL Credit
Agreement and the collateral agent for the Convertible Notes could institute foreclosure proceedings against the pledged assets. Any of these outcomes would
likely have an adverse effect on the Company’s operations and its ability to satisfy its obligations as they come due.


On March 6, 2020 Kodak obtained a waiver from the agent and lenders under the ABL Credit Agreement with respect to any event of default under the reporting
covenant in the ABL Credit Agreement that may be deemed to occur in relation to the going concern explanatory paragraph contained in the audit report on
Kodak’s financial statements as of and for the year ended December 31, 2019. There can be no assurance that Kodak will be able to obtain such a waiver if a
going concern explanatory paragraph is contained in the audit report with respect to Kodak’s annual financial statements for future years.  In the absence of such
a waiver, the agent or lenders under the ABL Credit Agreement may take the position that such explanatory paragraph constitutes a default under the reporting
covenant in the ABL Credit Agreement.  For more information on the reporting covenants under the Credit Agreements and the potential impact of the
explanatory paragraph in the audit report refer to Item 2. “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity
and Capital Resources—Sources of Liquidity.”


Kodak may require additional capital funding and such capital may not be available to it and/or may be limited.


Because of Kodak’s current non-investment grade credit rating and financial condition, and/or general conditions in the financial and credit markets, its access to
the capital markets is limited. Moreover, the urgency of a capital-raising transaction may require it to pursue additional capital at an inopportune time or
unattractive cost.  The Company has issued approximately $80 million and $85 million of letters of credit under the ABL Credit Agreement as of December 31,
2019 and 2018, respectively.  The maturity date of the ABL Credit Agreement is May 26, 2021.  Upon the earlier of the maturity date or the termination of the
revolving credit commitments under the ABL Credit Agreement, the obligations thereunder will become due and the Company will need to provide alternate
collateral in place of the letters of credit issued under the ABL Credit Agreement.


Kodak’s ability to obtain capital and the costs of such capital are dependent on numerous factors, including:


 • covenants in the ABL Credit Agreement and Convertible Notes;
 • obtaining a consent from the holders of Series A Preferred Stock for the issuance of additional preferred


shares which rank senior or pari passu to the Series A Preferred Stock;
 • investor confidence in Kodak and the markets in which it operates;
 • its financial performance and projected financial performance and the financial performance and projected


financial performance of its subsidiaries;
 • its levels of debt and redemption obligations, including the maturity of the Convertible Notes on November


1, 2021, unless extended in accordance with their terms, and the mandatory redemption of the Series A
Preferred Stock on November 15, 2021;


 • its ability to generate positive cash flow;
 • its ability to consummate monetization transactions including asset sales;
 • its requirements for posting collateral under various commercial agreements;
 • its credit ratings;
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 • its long-term business prospects; and
 • general economic and capital market conditions.


Kodak may not be successful in obtaining additional capital for these or other reasons. An inability to access capital is likely to limit its ability to meet its
operating needs and, as a result, may have a material adverse effect on its financial condition, results of operations and cash flows.  In particular, Kodak does not
have committed refinancing or the liquidity to meet the debt obligations under the Convertible Notes and ABL Credit Agreement or the redemption obligations
under the Series A Preferred Stock if they were to become due in accordance with their current terms, and there are no assurances Kodak will be able to amend,
extend, refinance or repay the loans under the Convertible Notes, the redemption obligations under the Series A Preferred Stock or, as necessary, its obligations
under the ABL Credit Agreement before they become due.  If Kodak is unable to amend, extend or refinance the obligations under the Convertible Notes, ABL
Credit Agreement or Series A Preferred Stock before they become due, its ability to continue as a going concern would likely be impaired.


The current non-investment grade status and Kodak’s financial condition may adversely impact Kodak’s commercial operations, increase its liquidity
requirements and increase the cost of refinancing opportunities. It may not have adequate liquidity to post required amounts of additional collateral.


The Company’s corporate family credit rating is currently below investment grade and there are no assurances its credit ratings will improve, or they will not
decline, in the future.  In addition, the Company may not continue to maintain credit ratings from the recognized rating agencies.  


Its credit ratings and financial condition may affect the evaluation of its creditworthiness by trading counterparties and lenders, which could put it at a
disadvantage to competitors with higher or investment grade ratings.


In carrying out its commercial business strategy, the current non-investment grade credit ratings have resulted and will likely continue to result in requirements
that Kodak either prepay obligations or post significant amounts of collateral to support its business. Additionally, Kodak’s current non-investment grade credit
rating and financial condition may limit its ability to obtain additional sources of liquidity, refinance its debt obligations, including any mandatory redemption of
its Series A Preferred Stock, or access the capital markets at the lower borrowing costs which would presumably be available to competitors with a higher or
investment grade rating or stronger financial condition.


Should its ratings continue at their current levels, or should its ratings be further downgraded, it would expect these negative effects to continue and, in the case
of a downgrade, become more pronounced.  In particular, given the Company’s current credit ratings it would be required, if requested, to provide up to $13
million of additional letters of credit to the issuers of certain surety bonds to fully collateralize such bonds.


The availability of borrowings and letters of credit under the ABL Credit Agreement is limited by the amount of various types of assets and, under certain
circumstances, the administrative agent under the ABL Credit Agreement will have greater control over Kodak’s cash.


Availability under the Company’s ABL Credit Agreement is based on the amount of Eligible Receivables, Eligible Inventory, Eligible Machinery and Equipment
and Eligible Cash less specified reserves as described in Note 9, “Debt and Finance Leases” to the consolidated financial statements.  Kodak’s U.S. Accounts
Receivable and Inventory levels have declined over the past four years, and Machinery and Equipment for purposes of the ABL Credit Agreement amortizes
down by $1 million per quarter.  If Eligible Receivables, Eligible Inventory and Eligible Machinery and Equipment continue to decline and an asset base cannot
be maintained to support the $80 million of outstanding letters of credit and the $15 million of Excess Availability required under the ABL Credit
Agreement,  the Company would be required to increase restricted cash deposited in the Eligible Cash account or remain in compliance with the ABL Credit
Agreement’s Fixed Charge Coverage Ratio and operate under cash dominion by the administrative agent under the ABL Credit Agreement.  Additional cash
deposited in the Eligible Cash account would be classified as restricted cash and would not be available to support ongoing working capital and investment
needs.


If the administrative agent under the ABL Credit Agreement executed cash dominion, it would increase operational complexities for the Company.  An event of
default would occur under these circumstances if neither of these alternatives were achieved.


The Company’s substantial monetary obligations require a portion of its cash flow be used to fund other obligations rather than be invested in the business
and could adversely affect its ability to fund its operations.


The Company’s indebtedness under the Convertible Notes and ABL Credit Agreement and its other obligations including the potential mandatory redemption of
the Series A Preferred Stock could have important negative consequences to the Company and investors in its securities. These include the following:


 • it may not be able to satisfy all of its obligations, including, but not limited to, its obligations under the
Convertible Notes and the ABL Credit Agreement, which may cause a cross-default or cross-acceleration
on other debt it may have incurred;


 • it could have difficulties obtaining necessary financing in the future for working capital, capital
expenditures, debt service requirements, mandatory redemption of the Series A Preferred Stock,
refinancing or other purposes;


 • it will have to use a significant part of its cash flow or cash balances to make payments on its debt or
Series A Preferred Stock and to satisfy the other obligations set forth above, which may reduce the capital
available for operations and expansion; and


 • adverse economic or industry conditions may have more of a negative impact.
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The Company cannot be sure cash generated from its business will be as high as it expects, or its expenses will not be higher than it expects. Because a portion of
its expenses are fixed in any given year, its operating cash flow margins are highly dependent on revenues, which are largely driven by customer demand. A
lower amount of cash generated from its business or higher expenses than expected, when coupled with its debt obligations, could adversely affect its ability to
fund its operations.


Risks Related to the Company’s Common Stock


The conversion of the Convertible Notes or the Company’s Series A Preferred Stock into shares of the Company’s common stock may dilute the value for the
current holders of the Company’s common stock.


The Convertible Notes are convertible into shares of the Company’s common stock at a conversion rate of 314.9785 shares of common stock per $1,000
principal amount of Convertible Notes, and the 2,000,000 outstanding shares of the Company’s Series A Preferred Stock are convertible into shares of the
Company’s common stock at a conversion rate of 5.7471 shares of common stock per share of Series A Preferred Stock.  As a result of the conversion of any
issued and outstanding Convertible Notes or Series A Preferred Stock, the Company’s existing shareholders will own a smaller percentage of its outstanding
common stock. Based on the capitalization of the Company as of December 31, 2020, the conversion of all Convertible Notes would result in the issuance to
holders thereof of approximately 42% of the outstanding common stock after giving effect to such conversion, the conversion of all shares of the Series A
Preferred Stock would result in the issuance to holders thereof of approximately 21% of the outstanding common stock after giving effect to such conversion,
and the conversion of all Convertible Notes and all shares of the Series A Preferred Stock would result in the issuance to holders thereof of approximately 50%
of the outstanding common stock after giving effect to such conversion.  Further, additional shares of common stock may be issuable pursuant to certain other
features of the Convertible Notes and Series A Preferred Stock, with such issuances being further dilutive to existing holders of common stock.


If Convertible Notes or shares of Series A Preferred Stock are converted into common stock, holders of such converted common stock will be entitled to the
same dividend and distribution rights as holders of the common stock currently authorized and outstanding. As such, another dilutive effect resulting from the
conversion of any issued and outstanding Convertible Notes or shares of Series A Preferred Stock will be a dilution to dividends and distributions.


Holders of the Company’s common stock will not realize any dilution in their ownership, dividend or distribution rights solely as a result of the reservation of
any shares of common stock for issuance upon conversion of the Convertible Notes or Series A Preferred Stock or for issuance of additional shares of common
stock pursuant to certain other features of the Convertible Notes or Series A Preferred Stock, but will experience such dilution to the extent additional shares of
common stock are issued in the future as described above.


The holders of the Company’s Series A Preferred Stock and Convertible Notes own a large portion of the voting power of the Company’s outstanding
securities and have the right to nominate two members to the Company’s Board. As a result, these holders may influence the composition of the Board and
future actions taken by the Board.


The holders of the Company’s Series A Preferred Stock are entitled to vote upon all matters upon which holders of the Company’s common stock have the right
to vote and are entitled to the number of votes equal to the number of full shares of common stock into which such shares of Series A Preferred Stock could be
converted at the then applicable conversion rate. These holders currently hold approximately 30% of the voting power of the Company on an as-converted basis.
These holders also hold all of the Convertible Notes.  If the holders converted all of the Convertible Notes, the holders would hold approximately 56% of the
voting power of the Company on an as-converted basis and such conversion may constitute a change in control of the Company.  As a result, these holders may
have the ability to influence future actions by the Company requiring shareholder approval.  The Company and these holders are parties to a Shareholder
Agreement that contains certain restrictions on disposition or acquisition of Company securities and other actions by these holders, some of which restrictions
will expire on April 17, 2020.


Further, for as long as they hold any shares of Series A Preferred Stock, the current holders of the Series A Preferred Stock are entitled to nominate for election
(collectively and not individually) at the Company’s annual meeting of shareholders a number of directors to the board of directors of the Company (the
“Board”) commensurate with their ownership percentage of common stock on an as-converted basis. Two of the Company’s current Board members were
nominated by these current holders, who also have the right to fill vacancies on the Board created by one of their nominees ceasing to serve on the Board. The
nomination and other rights regarding the Board granted to the current holders of Series A Preferred Stock are not transferrable to any other person.


Also, whenever dividends on the Series A Preferred Stock are in arrears for six or more dividend periods, the holders of Series A Preferred Stock (voting with
holders of all other classes of preferred stock of the Company whose voting rights are then exercisable) are entitled to vote for the election of two additional
directors at the Company’s next annual meeting and all subsequent meetings until all accumulated dividends on such Series A Preferred Stock and other voting
preferred stock have been paid or set aside (during which time the number of directors the current holders of Series A Preferred Stock are entitled to nominate
under the Purchase Agreement will be reduced by two). As a result, the presence of directors on the Board nominated by the current holders of Series A Preferred
Stock or elected by the holders of Series A Preferred Stock would enable such current holders or the holders of Series A Preferred Stock to influence the
composition of the Board and, in turn, potentially influence and impact future actions taken by the Board. As of February 1, 2020, the Company is in arrears for
four dividend payments.
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The Company has registered the resale of a large portion of its outstanding securities.  The resale of the Company’s common stock, or the perception that
such resale may occur, may adversely affect the price of its common stock.


In compliance with two Registration Rights Agreements to which the Company is a party, it has registered the resale of an aggregate of 20,723,050 shares of
outstanding common stock, 2,000,000 shares of outstanding Series A Preferred Stock, and 11,494,200 shares of common stock, subject to anti-dilution
adjustments, issuable upon the conversion of outstanding Series A Preferred Stock.  The Company is also a party to a Registration Rights Agreement pursuant to
which it is obligated under defined circumstances to register for resale the shares of common stock issuable upon conversion of the Convertible Notes.  The
resale of a substantial number of shares of common stock in the public market, or the perception that such resale might occur, could cause the market price of the
Company’s common stock to decline. Under the terms of the Registration Rights Agreements to which the Company is subject, the counterparties to such
Registration Rights Agreements can, in certain circumstances, require the Company to participate in an underwritten public offering of the registered securities.
Any shares sold in a registered resale will be freely tradable without restriction under the Securities Act. While the Company cannot predict the size of future
resales or distributions of its common stock, if there is a perception that such resales or distributions could occur, or if the holders of the Company’s securities
registered for resale sell a large number of the registered securities, the market price for the Company’s common stock could be adversely affected.


The resale of a significant portion of the Company’s securities registered for resale or certain accumulations or transfers of the Company’s securities could
result in a change of control of the Company and the loss of favorable tax attributes.


The Company has registered the resale of securities representing approximately 59% of its outstanding shares of common stock assuming the issuance of all
common stock issuable upon the conversion of the Series A Preferred Stock, and, if it is required to register the common stock issuable upon the conversion of
the Convertible Notes, the Company will have registered the resale of securities representing approximately 74% of its outstanding shares of common stock
assuming the issuance of all common stock issuable upon the conversion of the Series A Preferred Stock and Convertible Notes.  


 
Although the holders of the subject securities consist of several unaffiliated groups, these holders collectively have a controlling influence over all matters
presented to the Company’s shareholders for approval, including election of members to the Board and change of control transactions. In addition, the holders of
subject securities collectively would be able to cause a change of control of the Company by selling a sufficient portion of the Company’s securities held by
them.


If such a transaction, in combination with other transactions including the issuance of the Series A Preferred Stock and Convertible Notes, the conversion of such
securities, the redemption, refinancing, extension or amendment of the Series A Preferred Stock, or future issuances of securities by the Company, were to result
in an “ownership change” as determined under Section 382 of the Internal Revenue Code of 1986, as amended, then the Company’s ability to offset taxable
income with tax attributes generated prior to the ownership change date could be limited, possibly substantially.  For more information on the Company’s tax
attributes refer to Note 18, “Income Taxes”.  The interests of the holders of the securities registered for resale may not always coincide with the interests of the
other holders of our common stock.


 
The Company’s stock price has been and may continue to be volatile.


The market price of the Company’s common stock has fluctuated substantially and may continue to fluctuate significantly. Future announcements or disclosures
concerning the Company, its strategic initiatives, its sales and profitability, and quarterly variations in actual or anticipated operating results or comparable sales,
any failure to meet analysts’ expectations and sales of large blocks of its common stock, among other factors, could cause the market price of its common stock
to fluctuate substantially.


ITEM 1B. UNRESOLVED STAFF COMMENTS


None.


ITEM 2. PROPERTIES
 
Kodak's worldwide headquarters is located in Rochester, New York.
 
Kodak owns 12 million square feet and leases, as a lessee, approximately 1 million square feet of space that includes administrative, research and development,
manufacturing and marketing facilities in several worldwide locations.  Out of the owned space, Kodak leases out approximately 1 million square feet to third
party tenants.  The leases are for various periods and are generally renewable.
 
Kodak’s principal manufacturing facilities, by segment, are listed below.  Properties in a location may be shared by all segments operating in that location.
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Enterprise Inkjet Systems  Print Systems  Kodak Software
Rochester, New York, USA  Rochester, New York, USA  Vancouver, Canada


Dayton, Ohio, USA  Columbus, Georgia, USA  (software development)
Shanghai, China  Osterode, Germany  Shanghai, China


  Gunma, Japan   
Brand, Film and Imaging  Shanghai, China  Advanced Materials and
Rochester, New York, USA  Vancouver, Canada  3D Printing Technology


    Rochester, New York, USA


Regional distribution centers are located in various places within and outside of the United States.  


Research and development is headquartered at the Kodak Research Laboratories which is part of the Eastman Business Park in Rochester, New York, where
Kodak conducts research and files patent applications with fundamental inventions.  Other U.S. research and development groups are located in Dayton, Ohio
and Columbus, Georgia.  Outside the U.S., research and development groups are located in Canada, Israel, Germany, Japan and China.  The research and
development groups work in close cooperation with manufacturing units and marketing organizations to develop new products and applications to serve both
existing and new markets.


Kodak has excess capacity in some locations.  Kodak is pursuing monetizing its excess capacity by selling or leasing the associated properties.


ITEM 3. LEGAL PROCEEDINGS


Kodak’s Brazilian operations are involved in various litigation matters and have received or been the subject of numerous governmental assessments related to
indirect and other taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and contract labor.  


The tax matters, which comprise the majority of the litigation matters, are primarily related to federal and state value-added taxes and income taxes.  Kodak’s
Brazilian operations are disputing these matters and intend to vigorously defend their position.  Kodak routinely assesses these matters as to the probability of
ultimately incurring a liability in its Brazilian operations and records its best estimate of the ultimate loss in situations where it assesses the likelihood of loss as
probable.  As of December 31, 2019, Kodak’s Brazilian operations maintained accruals of approximately $3 million for claims aggregating approximately $149
million inclusive of interest and penalties where appropriate.  In connection with assessments and litigation in Brazil, local regulations may require Kodak’s
Brazilian operations to post security for a portion of the amounts in dispute.  Generally, any encumbrances of the Brazilian assets would be removed to the extent
the matter is resolved in Kodak’s favor.


Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs, employment,
environmental, tort and health and safety matters, which are being handled and defended in the ordinary course of business. Kodak is also subject, from time to
time, to various assertions, claims, proceedings and requests for indemnification concerning intellectual property, including patent infringement suits involving
technologies that are incorporated in a broad spectrum of Kodak’s products and claims arising out of Kodak’s licensing its brand. These matters are in various
stages of investigation and litigation and are being vigorously defended. Based on information currently available, Kodak does not believe that it is probable that
the outcomes in any of these matters, individually or collectively, will have a material adverse effect on its financial condition or results of operations.


Litigation is inherently unpredictable, and judgments could be rendered or settlements entered that could adversely affect Kodak’s operating results or cash flows
in a particular period.  Kodak routinely assesses all of its litigation and threatened litigation as to the probability of ultimately incurring a liability and records its
best estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.


ITEM 4. MINE SAFETY DISCLOSURES


None.
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INFORMATION ABOUT ITS EXECUTIVE OFFICERS


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


 
Name Age  Positions Held
James V. Continenza 57  Executive Chairman
David E. Bullwinkle 45  Chief Financial Officer and Senior Vice President
Roger W. Byrd 54  General Counsel, Secretary and Senior Vice President
John O'Grady 56  Vice President
Eric H. Samuels 52  Chief Accounting Officer and Corporate Controller
Terry R. Taber 65  Vice President
Randy D. Vandagriff 57  Vice President


 
The executive officers' biographies follow:


James V. Continenza


Jim Continenza leads the transformation of Kodak as Executive Chairman. He was appointed to that position by the Board of Directors on February 20, 2019.
Continenza joined the Board of Directors of Kodak in April 2013 and became Chairman of the Board in September 2013.


Continenza brings a proven track record of guiding leading technology companies through transformations. Since September 2012, Continenza has served as the
Chairman and Chief Executive Officer of Vivial, Inc., a privately-held marketing technology and communications company. He has also held leadership roles at
STi Prepaid, LLC, a telecommunications company; Anchor Glass Container Corp., a leading manufacturer of glass containers; Teligent, Inc., a provider of
communications services including voice, data, and internet access; Lucent Technologies Product Finance, a global leader in telecom equipment; and AT&T.


In addition to his management experience, Continenza currently serves on the board of Cenveo Corporation, an industry leader in transformative publishing
solutions, and on the board of Merrill Corporation LLC.  He has also served on the boards of NII Holdings, Inc., Tembec, Inc. and Neff Corporation. He also
serves or has served on the boards of a number of private companies.


David E. Bullwinkle


Dave Bullwinkle is the Chief Financial Officer and Senior Vice President of Kodak.  The Board of Directors elected Bullwinkle to this position effective July
2016.  Effective November 6, 2018, Bullwinkle is President of the Eastman Business Park Division.  Bullwinkle is responsible for advancing the growth strategy
for Eastman Business Park and leading Kodak’s worldwide finance, corporate development, internal audit and purchasing teams.  Bullwinkle reports to
Executive Chairman Jim Continenza.


Bullwinkle joined Kodak in 2004 and has worked in several financial management roles at the company including Worldwide BU Controller, Assistant
Corporate Controller and External Reporting Manager. He served as the Director of Corporate Financial Planning and Analysis and Vice President, Finance at
Kodak from November 2010 to June 2016, and Director of Investor Relations from August 2013 to June 2016.  


Prior to joining Kodak, Bullwinkle worked as the Manager of Financial Reporting at Birds Eye Foods, Inc. and previously at PricewaterhouseCoopers from 1996
to 2002 in various roles including serving as an Assurance Manager.


Bullwinkle has an MBA from St. John Fisher College and Bachelor of Science in Accounting degree from SUNY Geneseo. Bullwinkle is also a Certified Public
Accountant in the State of New York.


Roger W. Byrd


Roger Byrd was appointed General Counsel, Secretary and Senior Vice President of Kodak in January 2019. He is responsible for leading the company's global
legal function and for providing legal guidance to senior leadership and the Board of Directors. He also oversees the corporate development function.  Byrd
reports to Executive Chairman Jim Continenza.


Byrd joined Kodak in 2014 as Assistant General Counsel and Vice President, Legal Department and while at Kodak has focused on M&A and financing
transactions, joint ventures, and other strategic initiatives.  Byrd has also been active in providing credit agreement compliance, securities reporting and corporate
governance support to the Company. The Board of Directors elected him to Senior Vice President and Secretary in January 2019.


Prior to joining Kodak, Byrd was a Partner at Nixon Peabody LLP.  During his 23-year career at Nixon Peabody, he represented a broad range of clients in
connection with a variety of M&A, financing and other corporate transactions. Byrd also served as General Counsel at Choice One Communications, Inc. from
2005 – 2006, a competitive local exchange carrier.


Byrd received a B.S. degree in accounting from Bob Jones University and a J.D. from Duke University School of Law.
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John O’Grady


Effective January 2020, John O’Grady is Senior Vice President of Print, with senior responsibilities relating to the Traditional Printing segment.  He reports to
Executive Chairman Jim Continenza.


From April 24, 2018 to January 2020, O’Grady was President, Print Systems Division, which served graphic arts and commercial print customers with printing
plates, computer to plate imaging solutions, electrophotographic printing solutions, OEM toner, and equipment services. From December 1, 2017 to April 24,
2018, O’Grady was President of Consumer Imaging Division.  In this role, he was responsible for motion picture and commercial films, synthetic chemicals, and
consumer products, including products from Kodak brand licensees. From January 2016 to December 2017, O’Grady was General Manager, Worldwide Sales,
Print Systems Division, responsible for managing the sales, service and regional marketing for the Print Systems Division on a worldwide basis in addition to the
go-to-market back office operations for Kodak.  From January 2015 to December 2015, O’Grady was Managing Director of the Europe, United States and
Canada, Australia and New Zealand (EUCAN) Region.  From December 2010 to December 2014, he was Managing Director, U.S. & Canada Region.  From
December 2008 to December 2010, O’Grady was Regional Managing Director, Europe, Africa and Middle East Region (EAMER) and Chairman Eastman
Kodak Sàrl, and from May 2007 to December 2008, he was Managing Director, EAMER, Consumer Businesses.  O’Grady has served as a corporate vice
president since March 2007, including as a senior vice president from August 2016 through February 2020.


O’Grady joined Kodak in 1997 and has held key business development and regional management positions in Kodak’s digital imaging businesses.


Prior to joining Kodak, O’Grady had a 12-year career at Verbatim.


O’Grady graduated from the University of Limerick in Ireland with a B.S. degree in Electronics.


Eric H. Samuels


Eric Samuels was appointed Corporate Controller and Chief Accounting Officer in July 2009.  Samuels previously served as the Company’s Assistant Corporate
Controller and brings to his position more than 20 years of leadership experience in corporate finance and public accounting. He joined Kodak in 2004 as
Director, Accounting Research and Policy. Samuels reports to Chief Financial Officer David Bullwinkle.


Prior to joining Kodak, Samuels had a 14-year career in public accounting during which he served as a senior manager at KPMG LLP's Department of
Professional Practice (National Office) in New York City. Prior to joining KPMG in 1996, he worked in Ernst & Young's New York City office.


Samuels has a B.S. degree in business economics from the State University of New York College at Oneonta.  He is a Certified Public Accountant in New York
and a member of the American Institute of Certified Public Accountants.


Terry R. Taber, PhD


Terry Taber has served as Kodak’s Chief Technical Officer since January 2009.  Effective January 2020, he is Senior Vice President of Advanced Materials and
Chemicals, with senior responsibilities relating to that segment. He reports to Executive Chairman Jim Continenza.


From May 1, 2017 to January 2020, Taber was President of the Advanced Materials and 3D Printing Technology Division which contained the research
laboratories and included licensing as well as new business development activities related to Kodak’s patents and proprietary technology, and focused on
opportunities in smart material applications, printed electronics markets and 3D printing materials.


From January 1, 2015 to May 1, 2017, Taber was President of the Intellectual Property Solutions Division.  From January 2007 to December 2008 he was the
Chief Operating Officer of Kodak’s Image Sensor Solutions (“ISS”) business, a leading developer of advanced CCD and CMOS sensors serving imaging and
industrial markets, and prior to Terry’s role with ISS, he held a series of senior positions in Kodak’s research and development and product organizations.  Taber
has served as a corporate vice president since December 2008, including as a senior vice president from December 2010 through February 2020.  


During his more than 35 years at Kodak, Taber has been involved in new materials research, product development and commercialization, manufacturing, and
executive positions in R&D and business management.  Taber’s early responsibilities included research on new synthetic materials, an area in which he holds
several patents, program manager for several film products, worldwide consumer film business product manager, Associate Director of R&D and director of
Materials & Media R&D.


Taber received a B.S. degree in Chemistry from Purdue University and a Ph.D. in Organic Chemistry from the California Institute of Technology.  He also
received an M.S. in General Management from MIT as a Kodak Sloan Fellow.  In past board service, he was a founding Board Member of the Innovation &
Material Sciences Institute and served on the Executive Advisory Board of FIRST Rochester (For Inspiration and Recognition of Science and
Technology).  Taber currently serves on the George Eastman Museum Board, effective June 2018.  He also serves on the Executive Committee of the Greater
Rochester Chamber of Commerce and on the Board of Trustees for Roberts Wesleyan College and Northeastern Seminary.
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Randy D. Vandagriff


Effective January 2020, Randy D. Vandagriff is Senior Vice President of Print, with senior responsibilities relating to the Digital Print segment. He reports to
Executive Chairman Jim Continenza.


From May 1, 2017 to January 2020, Vandagriff was President, Enterprise Inkjet Systems Division, responsible for delivering commercial inkjet technology,
printers and solutions to the market. Vandagriff has spent his 37-year career innovating inkjet technology for the printing market. From January 2004 to August
2012, Vandagriff was Vice President, Research and Development for Kodak Versamark, responsible for leading a worldwide R&D organization responsible for
developing four generations of inkjet technologies and delivering industry-leading performance, including Kodak Stream and ULTRASTREAM inkjet
technologies. From January 2015 to May 2017, Vandagriff led the Kodak Creo Server business located in Tel Aviv, Israel.  He has served as a corporate vice
president since May 2017.


In addition to his strong product development capabilities, Vandagriff has traveled internationally, working with key Kodak customers to successfully implement
commercial inkjet into their production processes. His respected knowledge, broad background, and deep industry network has contributed to making Kodak the
world’s leader in high volume variable printing solutions.


Vandagriff holds an MBA degree from the University of Phoenix and a Bachelor of Science in Mechanical Engineering from Wright State University.
 


 
PART II


 
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF


EQUITY SECURITIES
 


The Company’s common stock is listed on the New York Stock Exchange (NYSE) under the symbol “KODK”.
 
There were 2,317 shareholders of record of common stock on December 31, 2019.
 
Information regarding securities authorized for issuance under equity compensation plans is included in Item 12. “Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Matters” under the caption “Equity Compensation Plan Information.”
 
DIVIDEND INFORMATION
 
No dividends on common stock were declared or paid during 2019 or 2018.
 
Dividends for common shareholders may be restricted under Kodak’s ABL Credit Agreement, the Convertible Notes and the Series A Preferred Stock.  Refer to
Note 9, “Debt and Finance Leases,” and Note 10, “Redeemable, Convertible Series A Preferred Stock” in the Notes to Financial Statements.
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ISSUER PURCHASES OF EQUITY SECURITIES DURING THE QUARTER ENDED DECEMBER 31, 2019 (1)
 


  


Total Number
of Shares


Purchased   


Average
Price Paid
per Share   


Total Number of Shares
Purchased as Part of


Publicly Announced Plans
or Programs (2)  


Maximum That May
Be Purchased


under the Plans or
Programs


October 1 through 31, 2019   —   —  N/A  N/A
November 1 through 30, 2019   1,383   3.37  N/A  N/A
December 1 through 31, 2019   —   —  N/A  N/A
Total   1,383   3.37    


 


 
 (1) These purchases were made to satisfy tax withholding obligations in connection with the vesting of restricted stock units issued to employees.


 (2) Kodak does not have a publicly announced repurchase plan or program.
 
ITEM 6. SELECTED FINANCIAL DATA
 
Kodak is a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and is not required to provide the information under this item.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS


The following Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is intended to help the reader understand the
results of operations and financial condition of Kodak for the years ended December 31, 2019 and 2018.  All references to Notes relate to Notes to the Financial
Statements in Item 8. “Financial Statements and Supplementary Data.”


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


This report on Form 10-K includes "forward–looking statements" as that term is defined under the Private Securities Litigation Reform Act of 1995.
 
Forward–looking statements include statements concerning Kodak’s plans, objectives, goals, strategies, future events, future revenue or performance, capital
expenditures, liquidity, investments, financing needs and business trends and other information that is not historical information. When used in this document,
the words “estimates,” “expects,” “anticipates,” “projects,” “plans,” “intends,” “believes,” “predicts,” “forecasts,” “strategy,” “continues,” “goals,” “targets” or
future or conditional verbs, such as “will,” “should,” “could,” or “may,” and similar expressions, as well as statements that do not relate strictly to historical or
current facts, are intended to identify forward–looking statements. All forward–looking statements, including management’s examination of historical operating
trends and data, are based upon Kodak’s expectations and various assumptions. Future events or results may differ from those anticipated or expressed in the
forward-looking statements. Important factors that could cause actual events or results to differ materially from the forward-looking statements include, among
others, the risks and uncertainties described in more detail in this report on Form 10–K under the headings “Business,” “Risk Factors,” “Legal Proceedings”
and/or “Management’s Discussion and Analysis of Financial Condition and Results of Operations–Liquidity and Capital Resources,” and in other filings the
Company makes with the SEC from time to time, as well as the following:


 • Kodak’s ability to improve and sustain its operating structure, cash flow, profitability and other financial results;


 • Kodak’s ability to achieve cash forecasts, financial projections, and projected growth;


 • Kodak’s ability to achieve the financial and operational results contained in its business plans;


 • Kodak’s ability to comply with the covenants in its various credit facilities;


 • Kodak’s ability to fund continued investments, capital needs and restructuring payments and service its debt and Series A Preferred Stock;


 • Changes in foreign currency exchange rates, commodity prices and interest rates;


 • Kodak’s ability to effectively anticipate technology trends and develop and market new products, solutions and technologies;


 • Kodak’s ability to effectively compete with large, well-financed industry participants;


 • Continued sufficient availability of borrowings and letters of credit under the ABL Credit Agreement, Kodak’s ability to obtain additional
financing if and as needed and Kodak’s ability to provide or facilitate financing for its customers;


 • The performance by third parties of their obligations to supply products, components or services to Kodak;


 • Kodak’s ability to effect strategic transactions, such as divestitures, acquisitions, strategic alliances and similar transactions, or to achieve the
benefits sought to be achieved from such strategic transactions; and


 • The impact on Kodak of the global economic environment or medical epidemics such as the recent coronavirus outbreak.


There may be other factors that may cause Kodak’s actual results to differ materially from the forward–looking statements. All forward–looking statements
attributable to Kodak or persons acting on its behalf apply only as of the date of this report on Form 10-K and are expressly qualified in their entirety by the
cautionary statements included in this document. Kodak undertakes no obligation to update or revise forward–looking statements to reflect events or
circumstances that arise after the date made or to reflect the occurrence of unanticipated events, except as required by law.
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES


Revenue Recognition
 
Kodak's revenue transactions include sales of products (such as components and consumables for use in Kodak, and other manufacturers’ equipment, and film-
based products), equipment, software, services, integrated solutions, and intellectual property and brand licensing.   Complex arrangements with nonstandard
terms and conditions may require significant contract interpretation to determine the appropriate accounting, including the allocation of transaction price to the
various performance obligations and determination of the stand-alone selling price of each performance obligation.  For equipment sales, revenue recognition
may depend on completion of installation based on the type of equipment, level of customer specific customization and other contractual terms.  In instances in
which the agreement with the customer contains a customer acceptance clause, revenue is deferred until customer acceptance is obtained, provided the customer
acceptance clause is considered to be substantive.
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At the time revenue is recognized, Kodak also records reductions to revenue for customer incentive programs.  Such incentive programs include cash and volume
discounts and promotional allowances.  For those incentives that require the estimation of sales volumes or redemption rates, such as for volume rebates, Kodak
uses historical experience and both internal and customer data to estimate the sales incentive at the time revenue is recognized.  In the event that the actual results
of these items differ from the estimates, adjustments to the sales incentive accruals are recorded.  Future market conditions and product transitions may require
Kodak to take actions to increase customer incentive offers, possibly resulting in an incremental reduction of revenue at the time the incentive is offered.
 
Valuation and Useful Lives of Long-Lived Assets, Including Goodwill and Intangible Assets
 
Kodak performs a test for goodwill impairment annually and whenever events or changes in circumstances occur that would more likely than not reduce the fair
value of the reporting unit below its carrying amount.


Goodwill is tested for impairment at a level of reporting referred to as a reporting unit, which is an operating segment or one level below an operating segment (a
component) if the component constitutes a business for which discrete financial information is available and regularly reviewed by segment management.
 
The Print Systems segment has two goodwill reporting units: Prepress Solutions and Electrophotographic Printing Solutions.  The Brand, Film and Imaging
segment has three goodwill reporting units, Motion Picture and Industrial Chemicals and Films; Consumer Products; and Kodak Technology Solutions and
Kodak Services for Business.  The Enterprise Inkjet Systems segment, Kodak Software segment, Advanced Materials and 3D Printing Technology segment and
Eastman Business Park segment all have one goodwill reporting unit.  As of December 31, 2019, goodwill is recorded in the Kodak Software and Consumer
Products reporting units.  
 
Determining the fair value of a reporting unit involves the use of significant estimates and assumptions.  Kodak estimates the fair value of its reporting units
using the guideline public company method and discounted cash flow method.  To estimate fair value utilizing the guideline public company method, Kodak
applies valuation multiples, derived from the operating data of publicly-traded benchmark companies, to the same operating data of the reporting units.   The
valuation multiples are based on earnings before interest, taxes, depreciation and amortization (“EBITDA”).  To estimate fair value utilizing the discounted cash
flow method, Kodak establishes an estimate of future cash flows for each reporting unit and discounts those estimated future cash flows to present value. 
 
Kodak performed a quantitative test of impairment for all reporting units for its annual goodwill impairment test as of December 31, 2019.  Kodak utilized the
discounted cash flow method and guideline public company method to estimate the fair value of reporting units with goodwill.  For these reporting units, Kodak
selected equal weighting of the guideline public company method and the discounted cash flow method as the valuation approaches produced comparable ranges
of fair value.  Fair values for the other reporting units were estimated using the discounted cash flow method only.


To estimate fair value utilizing the discounted cash flow method, Kodak established an estimate of future cash flows for the period ranging from January 1, 2020
to December 31, 2024 and discounted the estimated future cash flows to present value. The expected cash flows were derived from earnings forecasts and
assumptions regarding growth and margin projections, as applicable. The discount rates are estimated based on an after-tax weighted average cost of capital
(“WACC”) for each reporting unit reflecting the rate of return that would be expected by a market participant.  The WACC also takes into consideration a
company specific risk premium for each reporting unit reflecting the risk associated with the overall uncertainty of the financial projections.  Discount rates of
13% to 55% were utilized in the valuation based on Kodak’s best estimates of the after-tax weighted-average cost of capital of each reporting unit.


A terminal value was included for all reporting units, except Kodak Technology Solutions and Kodak Services for Business, at the end of the cash flow
projection period to reflect the remaining value that the reporting unit is expected to generate.  The terminal value was calculated using either the constant growth
method (“CGM”) based on the cash flows of the final year of the discrete period or the H-model, which assumes the growth during the terminal period starts at a
higher rate and declines in a linear manner over a specified transition period toward a stable growth rate.


Based upon the results of Kodak’s December 31, 2019 analysis, Kodak concluded that the fair value of the reporting units substantially exceeded their carrying
values, therefore no impairment of goodwill was indicated.  Impairment of goodwill could occur in the future if a reporting unit’s fair value changes significantly,
if Kodak’s market capitalization significantly declines, if a reporting unit’s carrying value changes materially compared with changes in its fair values, or as a
result of changes in operating segments or reporting units.
 
The carrying value of the indefinite-lived intangible asset related to the Kodak trade name is evaluated for potential impairment annually or whenever events or
changes in circumstances indicate that it is more likely than not that the asset is impaired.  


Kodak performed its annual test of impairment for the Kodak trade name as of December 31, 2019.  The fair value of the Kodak trade name was valued using the
income approach, specifically the relief from royalty method based on the following significant assumptions: (a) forecasted revenues ranging from January 1,
2020 to December 31, 2024, including a terminal year with growth rates ranging from -3% to 2.5%; (b) an after-tax royalty rate of 0.4% of expected net sales
determined with regard to comparable market transactions and profitability analysis; and (c) discount rates ranging from 17% to 30%, which were based on the
after-tax weighted-average cost of capital.
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Based on the results of Kodak’s December 31, 2019 assessment, the carrying value of the Kodak trade name exceeded its fair value and Kodak recorded a pre-tax
impairment charge of $4 million.  Impairment of the Kodak trade name could occur in the future if expected revenues decline or if there are significant changes
in the discount rates or royalty rates.  A one percent increase in the discount rate and a 10 percent miss in expected revenues would impact the fair value of the
Kodak trade name by $3 million.


Long-lived assets other than goodwill and indefinite-lived intangible assets are evaluated for impairment whenever events or changes in circumstances indicate
the carrying value may not be recoverable.  When evaluating long-lived assets for impairment, the carrying value of an asset group is compared to its estimated
undiscounted future cash flows.  An impairment is indicated if the estimated future cash flows are less than the carrying value of the asset group.  The
impairment is the excess of the carrying value over the fair value of the long-lived asset group.  Kodak recorded a $2 million pre-tax impairment charge related to
one building no longer in use.


The value of property, plant, and equipment is depreciated over its expected useful life in such a way as to allocate it as equitably as possible to the periods
during which services are obtained from their use, which aims to distribute the value over the remaining estimated useful life of the unit in a systematic and
rational manner.  An estimate of useful life not only considers the economic life of the asset, but also the remaining life of the asset to the entity.  Impairment of
long-lived assets other than goodwill and indefinite lived intangible assets could occur in the future if expected future cash flows decline or if there are
significant changes in the estimated useful life of the assets.
 
Series A Preferred Stock and Convertible Notes Embedded Conversion Features and Term Extension Derivatives
 
On November 15, 2016, the Company issued 2,000,000 shares of Series A Preferred Stock no par value per share.  On May 24, 2019, the Company issued $100
million aggregate principal amount of Convertible Notes.  The Company concluded that the Series A Preferred Stock and Convertible Notes are considered more
akin to debt-type instruments and that the economic characteristics and risks of the embedded conversion features and term extension at the Company’s option
(in the case of the Convertible Notes), except where the conversion price is increased to the liquidation preference in the case of the Series A Preferred Stock,
were not considered clearly and closely related to the Series A Preferred Stock or the Convertible Notes.  Accordingly, these embedded features were bifurcated
from the Series A Preferred Stock and Convertible Notes and separately accounted for on a combined basis at fair value as two single derivatives.  The Company
allocated $43 million of the net Series A Preferred Stock proceeds to the Series A Preferred Stock derivative liability based on the aggregate fair value of the
embedded conversion features on the date of issuance which reduced the original carrying value of the Series A Preferred Stock.  The Company allocated $14
million of the net Convertible Notes proceeds to the Convertible Notes derivative liability based on the aggregate fair value of the embedded features on the date
of issuance which reduced the original carrying value of the Convertible Notes.  The derivatives are being accounted for at fair value with subsequent changes in
the fair value being reported as part of Other charges, net in the Consolidated Statement of Operations. The fair value of the Series A Preferred Stock derivative
as of December 31, 2019 was a liability of $1 million and is included in Other long-term liabilities in the accompanying Consolidated Statement of Financial
Position.  The fair value of the Series A Preferred Stock derivative as December 31, 2018 was an asset of $4 million and is included within Other long-term
assets in the accompanying Consolidated Statement of Financial Position.  The fair value of the Convertible Notes derivative as of December 31, 2019 was a
liability of $51 million and is included within Other long-term liabilities in the accompanying Consolidated Statement of Financial Position.
 
The fair value of the embedded conversion features and term extension option derivatives are calculated using unobservable inputs (Level 3 fair
measurements).  The value of the Optional Conversion associated with both the Convertible Notes and Series A Preferred Stock is calculated using a binomial
lattice model.  The value of the term extension option reflects the probability weighted average value of the Convertible Notes using the original maturity date
and a hypothetical extended maturity date, with all other contractual terms unchanged.
 
The following tables present the key inputs in the determination of fair value for the embedded conversion features and termination option derivatives:
 
Convertible Notes:


  Valuation Date  
      May 24,  
  December 31,   2019  
  2019   (Inception)  


Total value of embedded derivative liability (in millions)  $ 51  $ 14 
Kodak's closing stock price   4.65   2.31 
Expected stock price volatility   104.61%   92.48%
Risk free rate   1.58%   2.13%
Yield on the convertible notes   11.52%   11.98%
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Series A Preferred Stock:
 


  Valuation Date  
  December 31,  
  2019   2018  


Total value of embedded derivative liability (asset) (in millions)  $ 1  $ (4)
Kodak's closing stock price   4.65   2.55 
Expected stock price volatility   104.61%   95.55%
Risk free rate   1.58%   2.46%
Yield on the preferred stock   16.27%   23.77%


The Fundamental Change and Reorganization Conversion values at issuance were calculated as the difference between the total value of the Convertible Notes or
Series A Preferred Stock, as applicable, and the sum of the net present value of the cash flows if the Convertible Notes are repaid at their initial maturity date or
Series A Preferred Stock is redeemed on its fifth anniversary and the values of the other embedded derivatives.  The Fundamental Change and Reorganization
Conversion values reduce the value of the embedded conversion features and term extension option derivative liability.  Other than events which alter the
likelihood of a fundamental change or reorganization event, the value of the Fundamental Change and Reorganization Conversion reflects the value as of the
issuance date, amortized for the passage of time. The Fundamental Change and Reorganization Conversion value for the Series A Preferred Stock exceeded the
value of the Optional Conversion and Mandatory Conversion values at December 31, 2018 resulting in the derivative being reported as an asset.
 
Taxes
 
Kodak recognizes deferred tax liabilities and assets for the expected future tax consequences of operating losses, credit carry-forwards and temporary differences
between the carrying amounts and tax basis of Kodak’s assets and liabilities.  Kodak records a valuation allowance to reduce its net deferred tax assets to the
amount that is more likely than not to be realized.  Kodak has considered forecasted earnings, future taxable income, the geographical mix of earnings in the
jurisdictions in which Kodak operates and prudent and feasible tax planning strategies in determining the need for these valuation allowances.  As of December
31, 2019, Kodak has net deferred tax assets before valuation allowances of approximately $955 million and a valuation allowance related to those net deferred
tax assets of approximately $821 million, resulting in net deferred tax assets of approximately $134 million.  The net deferred tax assets can be used to offset
taxable income in future periods and reduce Kodak’s income tax payable in those future periods.  At this time, it is considered more likely than not that taxable
income in the future will be sufficient to allow realization of these net deferred tax assets.  However, if Kodak is unable to generate sufficient taxable income,
then a valuation allowance to reduce net deferred tax assets may be required, which could materially increase expenses in the period the valuation allowance is
recognized.  Conversely, if Kodak were to make a determination that it is more likely than not that deferred tax assets, for which there is currently a valuation
allowance, would be realized, the related valuation allowance would be reduced and a benefit to earnings would be recorded.  Kodak considers both positive and
negative evidence in determining whether a valuation allowance is needed by territory, including, but not limited to, whether particular entities are in three-year
cumulative income positions. During 2019 and 2018, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S.
would not be realized due to reduced sales volumes and profits in locations outside the U.S. and accordingly recorded a provision of $19 million and $15 million,
respectively, associated with the establishment of a valuation allowance on those deferred tax assets.  Additionally, during 2018, Kodak determined that it was
more likely than not that a portion of the deferred tax assets outside the U.S. would be realized as a result of increased profits in a location outside the U.S. and
accordingly recorded a benefit of $4 million associated with the release of a valuation allowance on those deferred tax assets.  
 
Kodak may be able to make the determination that the realization of deferred tax assets in certain foreign jurisdictions is more likely than not in the
future.  Kodak will continue to evaluate whether valuation allowances are needed, at a jurisdictional level, in future reporting periods. It is possible that sufficient
positive evidence, including sustained profitability, may become available in future periods with respect to one or more jurisdictions to reach a conclusion that all
or part of the valuation allowance with respect to such jurisdictions could be reversed.
 
Utilization of net operating losses (“NOL”) and tax credits may be subject to limitations in the event of significant changes in stock ownership of the Company in
the future. Section 382 of the Internal Revenue Code of 1986, as amended, imposes annual limitations on the utilization of NOL carryforwards, other tax
carryforwards, and certain built-in losses as defined under that Section, upon an ownership change. In general terms, an ownership change may result from
transactions that increase the aggregate ownership of five percent stockholders in Kodak’s stock by more than 50 percentage points over a three-year testing
period.  The Company has a relatively high concentration of stockholders that hold five percent or more of the outstanding stock.  Future transactions, when
combined with reported transactions within the testing period, could aggregate an ownership change during the testing period in excess of 50 percentage
points.  A Section 382 ownership change would significantly impair Kodak’s ability to utilize NOLs and tax credits in the U.S.  As of December 31, 2019, Kodak
had available U.S. NOL carry-forwards for income tax purposes of approximately $753 million and unused foreign tax credits of $355 million.  Any impairment
of these tax attributes would be fully offset by a corresponding decrease in Kodak’s U.S. valuation allowance, which would result in no net tax provision.
    
Kodak has deferred tax liabilities of $19 million and $22 million for potential taxes on undistributed earnings, including foreign withholding taxes, as of
December 31, 2019 and 2018, respectively.
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In general, the amount of tax expense or benefit from continuing operations is determined without regard to the tax effects of other categories of income or loss,
such as Other comprehensive (loss) income.  However, an exception to this rule applies when there is a loss from continuing operations and income from items
outside of continuing operations that must be considered.  This exception requires that income from discontinued operations, extraordinary items, and items
charged or credited directly to other comprehensive income be considered in determining the amount of tax benefit that results from a loss in continuing
operations.  This exception affects the allocation of the tax provision amongst categories of income.
 
Kodak operates within multiple taxing jurisdictions worldwide and is subject to audit in these jurisdictions.  These audits can involve complex issues, which may
require an extended period of time for resolution.  Management’s ongoing assessments of the outcomes of these issues and related tax positions require judgment,
and although management believes that adequate provisions have been made for such issues, there is the possibility that the ultimate resolution of such issues
could have an adverse effect on the earnings of Kodak.  Conversely, if these issues are resolved favorably in the future, the related provisions would be reduced,
thus having a positive impact on earnings.
 
Pension and Other Postretirement Benefits
 
Kodak’s defined benefit pension and other postretirement benefit costs and obligations are estimated using several key assumptions.  These assumptions, which
are reviewed at least annually by Kodak, include the discount rate, long-term expected rate of return on plan assets (“EROA”), salary growth, healthcare cost
trend rate, mortality trends and other economic and demographic factors.  Actual results that differ from Kodak’s assumptions are recorded as unrecognized gains
and losses and are amortized to earnings over the estimated future service period of the active participants in the plan or, if the plan is almost entirely inactive, the
average remaining lifetime expectancy of inactive participants, to the extent such total net unrecognized gains and losses exceed 10% of the greater of the plan's
projected benefit obligation or the calculated value of plan assets.  Significant differences in actual experience or significant changes in future assumptions would
affect Kodak’s pension and other postretirement benefit costs and obligations.


Asset and liability modeling studies are utilized by Kodak to adjust asset exposures and review a liability hedging program through the use of forward-looking
correlation, risk and return estimates.  Those forward-looking estimates of correlation, risk and return generated from the modeling studies are also used to
estimate the EROA.  The EROA is estimated utilizing a forward-looking building block model factoring in the expected risk of each asset category, return and
correlation over a five to seven-year horizon, and weighting the exposures by the current asset allocation.  Historical inputs are utilized in the forecasting model
to frame the current market environment with adjustments made based on the forward-looking view.  Kodak aggregates investments into major asset categories
based on the underlying benchmark of the strategy.  Kodak’s asset categories include broadly diversified exposure to U.S. and non-U.S. equities, U.S. and non-
U.S. government and corporate bonds, inflation-linked bonds, commodities and absolute return strategies.  Each allocation to these major asset categories is
determined within the overall asset allocation to accomplish unique objectives, including enhancing portfolio return, providing portfolio diversification, or
hedging plan liabilities.


The EROA, once set, is applied to the calculated value of plan assets in the determination of the expected return component of Kodak’s pension expense.  Kodak
uses a calculated value of plan assets, which recognizes gains and losses in the fair value of assets over a four-year period, to calculate expected return on assets.  
At December 31, 2019, the calculated value of the assets of Kodak’s major U.S. and non-U.S. defined benefit pension plans was approximately $4.1 billion and
the fair value of the assets of Kodak’s major U.S. and non-U.S. defined benefit pension plans was approximately $4.3 billion.  Asset gains and losses that are not
yet reflected in the calculated value of plan assets are not included in amortization of unrecognized gains and losses.


Kodak reviews its EROA assumption annually.  To facilitate this review, every three years, or when market conditions change materially, Kodak’s larger plans
will undertake asset allocation or asset and liability modeling studies.  The weighted average EROA used to determine the 2019 net pension expense for major
U.S. and non-U.S. defined benefit pension plans was 6.50% and 3.46%, respectively.


Generally, Kodak bases the discount rate assumption for its significant plans on high quality corporate bond yields in the respective countries as of the
measurement date.  Specifically, for its U.S., Canadian, Euro-zone and UK plans, Kodak determines a discount rate using a cash flow model to incorporate the
expected timing of benefit payments and an AA-rated corporate bond yield curve.  For Kodak's U.S. plans, the Citigroup Above Median Pension Discount Curve
is used.  For Kodak’s other non-U.S. plans, discount rates are determined by comparison to published local high-quality bond yields or indices considering
estimated plan duration and removing any outlying bonds, as warranted.


Kodak uses the spot yield curve approach to estimate the service and interest costs by applying the specific spot rates along the yield curve used to determine the
benefit obligations to relevant projected cash outflows.


The salary growth assumptions are determined based on Kodak’s long-term actual experience and future and near-term outlook.  The healthcare cost trend rate
assumptions are based on historical cost and payment data, the near-term outlook and an assessment of the likely long-term trends.


31







The following table illustrates the sensitivity to a change to certain key assumptions used in the calculation of expense for the year ending December 31, 2020
and the projected benefit obligation (“PBO”) at December 31, 2019 for Kodak's major U.S. and non-U.S. defined benefit pension plans:


 


(in millions)  


Impact on 2020
Pre-Tax Pension Expense


Increase (Decrease)   


Impact on PBO
December 31, 2019
Increase (Decrease)  


  U.S.   Non-U.S.   U.S.   Non-U.S.  
Change in assumption:                 


25 basis point decrease in discount rate  $ 4  $ —  $ 76  $ 24 
25 basis point increase in discount rate   (4)   —   (73)   (23)
25 basis point decrease in EROA   8   2  N/A  N/A 
25 basis point increase in EROA   (8)   (2)  N/A  N/A


 


 
Total pension income from continuing operations before special termination benefits, curtailments and settlements for the major defined benefit pension plan in
the U.S. was $89 million for 2019 and is expected to be approximately $90 million in 2020.  Pension income from continuing operations before special
termination benefits, curtailments and settlements for the major non-U.S. defined benefit pension plans was $1 million for 2019 and is projected to be less than
$1 million in 2020.


Inventories


Inventories are stated at the lower of cost or market.  Carrying values of excess and obsolete inventories are reduced to net realizable value.  Judgment is required to
assess the ultimate demand for and realizable value of inventory.  The analysis of inventory carrying values considers several factors including length of time
inventory is on hand, historical sales, product shelf life, product life cycle, product category, and product obsolescence.


Accounts Receivable Reserves


Accounts receivable reserves are based on historical collections experience as well as reserves for specific receivables deemed to be at risk for collection.  The
collectability of customer receivables is reviewed on an ongoing basis considering past due invoices and the current creditworthiness of each
customer.  Judgment is required in assessing the ultimate realization of accounts receivables.


New Accounting Pronouncements


A description of new accounting pronouncements is contained in Note 1, “Summary of Significant Accounting Policies”.


OVERVIEW


Revenue declined $78 million (6%) from 2018 to 2019.  Currency impacted revenue unfavorably in 2019 compared to 2018 ($27 million).


The film industry and segments within the print industry face competition from digital substitution.  Kodak’s strategy is to:


 • Focus product investment in core competency areas of print and advanced materials, leveraging Kodak’s proprietary technologies to deliver
technologically advanced products in the product goods packaging, graphic communications, and functional printing markets;


 • Grow revenues through a focus on customers across Kodak’s print divisions, increasing overall share;


 • Promote the use of film and expand the applications of Kodak’s film and chemicals to best utilize the existing infrastructure; and


 • Continue to streamline processes to drive cost reductions and improve operating leverage.


 
A discussion of opportunities and challenges related to Kodak’s strategy follows:
 
 • Kodak has eliminated current debt service requirements by paying down the First Lien Term Credit Agreement using proceeds from the sale of the


Flexographic Packaging segment (“FPD”) and refinancing the remaining balance through the issuance of convertible debt which does not require
any debt service until conversion or maturity on November 1, 2021.  However, Kodak has significant cash requirements to fund ongoing
operations, restructuring programs, pension and other postretirement obligations, and other obligations.  Kodak’s plans to return to positive cash
flow include growing revenues profitably, reducing operating expenses, simplifying the organizational structure, generating cash from selling and
leasing underutilized assets and focusing investment in core competency areas.


 
 • Print Systems’ digital plate products include traditional digital plates and KODAK SONORA Process Free Plates. SONORA process free plates


allow Kodak customers to skip the plate processing step prior to mounting plates on a printing press.  This improvement in the printing process
saves time and costs for customers.  
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Also, SONORA process free plates reduce the environmental impact of the printing process because they eliminate the use of chemicals
(including solvents), water and power that is otherwise required to process a traditional plate.  While traditional digital plate offerings are
experiencing pricing pressure, innovations in Kodak product lines which command premium prices, such as SONORA Process Free Plates, are
expected to offset some of the long-term price erosion in the market and manufacturing efficiencies are expected to mitigate the impact on
earnings from revenue declines.  Print Systems’ revenues accounted for 67% of Kodak’s total revenues in 2019.  Print Systems revenues declined
$60 million in 2019.  Excluding licensing revenue ($13 million) from a strategic relationship established with Lucky HuaGuang Graphics Co. Ltd
(“HuaGuang”) in the People’s Republic of China (refer to Note 30, “Assets Held for Sale”), Print Systems revenue declined $73 million (8%) in
2019 including the unfavorable impact of currency ($21 million).  Despite the revenue declines, segment earnings improved $13 million from
2018 to 2019 including the favorable impact of currency ($3 million), reflecting the HuaGuang license revenue and cost reductions partially offset
by volume and pricing declines.
 


 • In Enterprise Inkjet Systems, the legacy Versamark business is expected to continue to decline as a percentage of the segment’s total revenue as the
Prosper business continues to grow.  The Prosper Inkjet Systems business is expected to continue to build profitability.  Investment in the next
generation technology, Ultrastream, is focused on the ability to place Ultrastream writing systems in original equipment manufacturers and direct
sale press products that widen its reach into applications for packaging and décor and expand the substrate range to include plastics.  Enterprise
Inkjet Systems’ revenue declined $8 million in 2019.  Segment earnings declined $9 million from 2018 to 2019 driven by equipment inventory
write-downs due to more aggressive pricing in PROSPER systems intended to drive higher consumables volumes in the future.


 
 • The Kodak Software segment’s revenue declined $9 million (14%) in 2019 primarily reflecting volume declines.
 
 • Brand, Film and Imaging revenue was relatively flat, declining $1 million from 2018 to 2019.  The segment loss improved $9 million (41%)


through cost improvements from 2018 to 2019.  Kodak plans to continue to promote the use of film to utilize as much film manufacturing capacity
as possible.  


 
 • Film and related component manufacturing operations and Kodak Research Laboratories utilize capacity at Eastman Business Park (“EBP”),


which helps cost absorption at EBP.
 
 • Kodak plans to capitalize on its intellectual property through new business or licensing opportunities, focusing on opportunities in smart material


applications and printed electronics markets and also pursuing limited opportunities in 3D printing materials.
 
DETAILED RESULTS OF OPERATIONS


Net Revenues from Continuing Operations by Reportable Segment
 


  Year Ended December 31,  
  2019   2018  
(in millions)         
Print Systems  $ 836  $ 896 
Enterprise Inkjet Systems   128   136 
Kodak Software   56   65 
Brand, Film and Imaging   209   210 
Advanced Materials and 3D Printing Technology   3   4 
Eastman Business Park   10   9 


Consolidated total  $ 1,242  $ 1,320
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Segment Operational EBITDA and Consolidated Loss from Continuing Operations Before Income Taxes
 


  Year Ended December 31,  
(in millions)  2019   2018  
Print Systems  $ 41  $ 28 
Enterprise Inkjet Systems   (5)   4 
Kodak Software   2   7 
Brand, Film and Imaging   (13)   (22)
Advanced Materials and 3D Printing Technology   (12)   (12)
Eastman Business Park   (1)   (4)
Depreciation and amortization   (55)   (70)
Restructuring costs and other   (16)   (17)
Stock-based compensation   (7)   (6)
Consulting and other costs (1)   (7)   (14)
Idle costs (2)   (5)   (3)
Former CEO separation agreement compensation   (2)   — 
Other operating expense, net, excluding income
   from transition services agreement (3)   (22)   (9)
Interest expense (4)   (16)   (9)
Pension income excluding service cost component (4)   104   131 
Other charges, net (4)   (46)   (17)
Consolidated loss from continuing operations
   before income taxes  $ (60)  $ (13)


 
(1) Consulting and other costs are professional services and internal costs associated with certain corporate strategic initiatives, including the divestiture of FPD


and debt refinancing.
 
(2) Consists of third-party costs such as security, maintenance, and utilities required to maintain land and buildings in certain locations not used in any Kodak


operations and the costs, net of any rental income received, of underutilized portions of certain properties.
 
(3) $6 million of income from the transition services agreement with the purchaser of FPD (“Purchaser”) was recognized in the year ended December 31,


2019.  The income was reported in Other operating expense, net in the Consolidated Statement of Operations. Other operating expense, net is typically
excluded from the segment measure. However, the income from the transition services agreement was included in the segment measure.


 
(4) As reported in the Consolidated Statement of Operations.


 
Kodak increased workers’ compensation reserves by approximately $3 million in 2019, primarily due to changes in discount rates.  The increase in reserves
impacted gross profit by approximately $2 million and SG&A by approximately $1 million.   Kodak reduced workers’ compensation reserves by approximately
$5 million in 2018 due to changes in discount rates and reduction in estimated ultimate losses. The reduction in reserves impacted gross profit by approximately
$3 million and SG&A by approximately $2 million.
 
2020 Segments
 
Change in Segments
Effective in January 2020 Kodak changed its organizational structure.  Prepress Solutions, formerly part of the Print Systems segment, will operate as a separate
segment named the Traditional Printing segment. Electrophotographic Printing Solutions, formerly part of the Print Systems segment, will be combined with the
Enterprise Inkjet Systems segment and Kodak Software segment to form the Digital Print segment.  The Brand, Imaging and Film segment, except for the
licensing of the Kodak brand to third parties, will be combined with the Advanced Materials and 3D Printing segment to form the Advanced Materials and
Chemicals segment.  The licensing of the Kodak brand to third parties will operate as a separate segment named the Brand segment.  The Eastman Business Park
segment will no longer be a reportable segment.
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RESULTS OF OPERATIONS
 


  
Year Ended


December 31,  % of   
Year Ended


December 31,  % of   $ Change vs.  
  2019   Sales   2018   Sales   2018  
Revenues  $ 1,242      $ 1,320       (78)
Cost of revenues   1,060       1,140       (80)


Gross profit   182   15%   180   14%   2 
Selling, general and administrative expenses   211   17%   224   17%   (13)
Research and development costs   42   3%   48   4%   (6)
Restructuring costs and other   16   1%   17   1%   (1)
Other operating expense, net   15   1%   9   1%   6 
Loss from continuing operations before interest expense, pension
income excluding service cost component, other charges, net and
income taxes   (102)   (8%)   (118)   (9%)   16 
Interest expense   16   1%   9   1%   7 
Pension income excluding service cost component   (104)   (8%)   (131)   (10%)  27 
Other charges, net   46   4%   17   1%   29 
Loss from continuing operations before income taxes   (60)   (5%)   (13)   (1%)   (47)
Provision (benefit) from income taxes   31   2%   (4)   (0%)   35 
Loss from continuing operations   (91)   (7%)   (9)   (1%)   (82)
Earnings (loss) from discontinued operations, net of income taxes   207   17%   (7)   (1%)   214 
NET EARNINGS (LOSS)  $ 116   9%  $ (16)   (1%)   132


 


Revenues
For the year ended December 31, 2019, revenues decreased by approximately $78 million compared with the same period in 2018.  Volume and pricing declines
partially offset by favorable product mix within Print Systems ($40 million and $12 million, respectively), volume declines in Kodak Software ($8 million) and
Enterprise Inkjet Systems ($7 million) and unfavorable foreign currency ($27 million) drove the decline.  Intellectual property licensing revenue of $13 million
related to the HuaGuang relationship positively impacted results.  See segment discussions for additional details.
 
Gross Profit
Gross profit for 2019 increased by approximately $2 million. The increase reflected intellectual property licensing revenue of $13 million related to the
HuaGuang relationship and cost improvements across film manufacturing ($6 million), lower aluminum costs ($7 million), refunds of aluminum tariffs paid by
Kodak in the last half of 2018 in Print Systems ($2 million) and lower depreciation and amortization expense ($15 million).  The improvements were offset by
lower volume and unfavorable pricing and product mix in Print Systems ($19 million), volume declines in Kodak Software ($5 million) and Enterprise Inkjet
Systems ($3 million), unfavorable manufacturing costs and equipment inventory write-downs in Enterprise Inkjet Systems ($6 million), declines in Consumer
Inkjet Systems ($3 million) and unfavorable foreign currency ($2 million).  See segment discussions for additional details.
 
Selling, General and Administrative Expenses
Consolidated SG&A for 2019 decreased $13 million primarily due to lower investment in selling and marketing activities in Print Systems ($7 million) and
lower consulting and project costs ($7 million) partially offset by $2 million of compensation included in the former CEO separation agreement.
 
Research and Development Costs
Consolidated R&D expenses decreased $6 million in 2019 primarily due primarily due to the reduced level of investment across the segments.  
 
Restructuring Costs and Other
These costs, as well as the restructuring costs reported in Cost of revenues, are discussed under the "RESTRUCTURING COSTS AND OTHER" section in this
MD&A.
 
Other Operating Expense, Net
For details, refer to Note 16, “Other Operating Expense, Net.”
 
Other Charges, Net
For details, refer to Note 17, “Other Charges, Net.”
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Interest Expense
Interest expense of $7 million and $27 million was allocated to discontinued operations for the years ended December 31, 2019 and 2018, respectively.
 
Pension Income
For details, refer to Note 20, “Retirement Plans.”
 
Benefit from Income Taxes
For details, refer to Note 18, “Income Taxes.”
 
Discontinued Operations
Discontinued operations of Kodak include the Flexographic Packaging segment.  Refer to Note 29, “Discontinued Operations” in the Notes to Financial
Statements for additional information.
 
PRINT SYSTEMS SEGMENT
 
  Year Ended December 31,  
  2019   2018   $ Change  
Revenues  $ 836  $ 896  $ (60)
             
Operational EBITDA   41   28   13 
Operational EBITDA as a % of revenues   5%   3%    


 


Revenues


The decrease in Print Systems revenues of approximately $60 million primarily reflected volume and pricing declines ($29 million and $12 million, respectively)
in Prepress Solutions consumables, volume declines and unfavorable pricing in Electrophotographic Printing Solutions consumables and service ($6 million and
$5 million, respectively), volume declines in Prepress Solutions equipment ($3 million), unfavorable product mix in Electrophotographic Printing Solutions
equipment ($2 million) and unfavorable foreign currency ($21 million) partially offset by the intellectual property licensing revenue related to the HuaGuang
relationship ($13 million) and favorable product mix in Prepress Solutions equipment ($7 million).


Operational EBITDA


The increase in Print Systems Operational EBITDA of approximately $13 million reflects the intellectual property licensing revenue related to the HuaGuang
relationship ($13 million), lower investment in sales and marketing activities ($7 million), lower manufacturing costs ($5 million) in Electrophotographic
Printing Solutions, lower aluminum costs ($7 million), refunds of aluminum tariffs which were paid by Kodak in the last half of 2018 ($2 million) and the
favorable impact of currency ($3 million) partially offset by volume and pricing declines ($3 million and $12 million, respectively) in Prepress Solutions
consumables, unfavorable manufacturing costs in Prepress Solutions driven largely by the lower volumes ($6 million) and unfavorable pricing in
Electrophotographic Printing Solutions consumables and service ($5 million).


During 2018 U.S. tariffs imposed on aluminum purchases were included as part of the cost of printing plates sold.  In January 2019, Kodak received retroactive
exemptions on U.S. tariffs for aluminum.  Due to the exemptions, all aluminum tariffs paid by Kodak in prior periods have been recognized as a cost reduction in
the current period.  
 
ENTERPRISE INKJET SYSTEMS SEGMENT
 
  Year Ended December 31,  
  2019   2018   $ Change  
Revenues  $ 128  $ 136  $ (8)
             
Operational EBITDA   (5)   4   (9)
Operational EBITDA as a % of revenues   -4%   3%    


 


Revenues
 
The decrease in Enterprise Inkjet Systems revenues of approximately $8 million primarily reflected lower volume of VERSAMARK service and consumables
($8 million) due to declines in the installed base of VERSAMARK systems, lower volume of PROSPER components ($4 million), and the unfavorable impact of
currency ($2 million) partially offset by higher volume of PROSPER service and consumables ($4 million), PROSPER systems ($1 million) and favorable
pricing of VERSAMARK service and consumables ($1 million).
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Operational EBITDA
 
The decrease in Enterprise Inkjet Systems Operational EBITDA of $9 million was primarily driven by equipment inventory write-downs due to pricing declines
in PROSPER systems ($4 million), lower volume of PROSPER components ($2 million), lower volume of VERSAMARK service and consumables ($2 million)
due to declines in the installed base of VERSAMARK systems, unfavorable manufacturing costs ($2 million) and the unfavorable impact of currency ($1
million) partially offset by volume improvements in PROSPER service and consumables ($2 million) and a lower level of investment in R&D activities ($2
million).
 
KODAK SOFTWARE SEGMENT
 
  Year Ended December 31,  
  2019   2018   $ Change  
Revenues  $ 56  $ 65  $ (9)
             
Operational EBITDA   2   7   (5)
Operational EBITDA as a % of revenues   4%   11%    


 


 
Revenues
 
The decrease in Kodak Software revenues of approximately $9 million was due to lower volume ($8 million) and the unfavorable impact of currency ($1
million).


Operational EBITDA
 
The decrease in Kodak Software Operational EBITDA of $5 million was due to volume declines.
 
BRAND, FILM AND IMAGING SEGMENT
 
  Year Ended December 31,  
  2019   2018   $ Change  
Revenues  $ 209  $ 210  $ (1)
             
Operational EBITDA   (13)   (22)   9 
Operational EBITDA as a % of revenues   -6%   -10%    


 


Revenues
 
The decrease in Brand, Film and Imaging revenues of approximately $1 million reflected volume declines in Consumer Inkjet Systems ($6 million) driven by
lower sales of ink to the existing installed base of printers and unfavorable foreign currency ($3 million) partially offset by favorable volume in Motion Picture
($6 million).  Motion Picture revenues may fluctuate due to the timing and mix of products required for major studio productions.
 
The unfavorable impact from exiting a significant industrial film component supply agreement ($12 million) was offset by volume improvements in professional
and consumer still photographic film ($10 million).  One Industrial Film and Chemicals customer of professional and consumer still photographic film and
chemicals represented approximately 20 percent of the total Brand, Film and Imaging revenues in 2019.  Price increases on professional and consumer still
photographic film have been implemented in 2020.


Operational EBITDA
 
Brand, Film and Imaging Operational EBITDA improved approximately $9 million primarily reflecting cost improvements across film manufacturing ($6
million), improved volume in Motion Picture ($1 million) and SG&A and R&D reductions ($2 million) partially offset by declines in Consumer Inkjet Systems
($3 million) driven by lower sales of ink to the existing installed base of printers.
 
ADVANCED MATERIALS AND 3D PRINTING TECHNOLOGY SEGMENT
 
  Year Ended December 31,  
  2019   2018   $ Change  
Revenues  $ 3  $ 4  $ (1)
             
Operational EBITDA   (12)   (12)   — 
Operational EBITDA as a % of revenues   -400%   -300%    
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Advanced Materials and 3D Printing Technology Operational EBITDA remained flat primarily reflecting lower revenues offset by a reduced level of investment
in R&D ($1 million).
 
EASTMAN BUSINESS PARK SEGMENT
 
  Year Ended December 31,  
  2019   2018   $ Change  
Revenues  $ 10  $ 9  $ 1 
             
Operational EBITDA   (1)   (4)   3 
Operational EBITDA as a % of revenues   -10%   -44%    


 


 
Eastman Business Park Operational EBITDA improved by $3 million compared to the prior year period primarily due to improved operating costs and higher
revenues ($1 million).


RESTRUCTURING COSTS AND OTHER


2019


Restructuring actions taken in 2019 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included
various targeted reductions in manufacturing, service, sales, research and development, and other administrative functions.


As a result of these actions, for the year ended December 31, 2019 Kodak recorded $16 million of charges which were reported as Restructuring costs and other
in the accompanying Consolidated Statement of Operations.


Kodak made cash payments related to restructuring of approximately $9 million for the year ended December 31, 2019.


The restructuring actions implemented in 2019 are expected to generate future annual cash savings of approximately $22 million. These savings are expected to
reduce future annual Cost of revenues, SG&A and R&D expenses by $6 million, $15 million and $1 million, respectively.  Kodak expects the majority of the
annual savings to be in effect by the end of the third quarter of 2020 as actions are completed.


2018


For the year ended December 31, 2018 Kodak recorded $17 million of charges which were reported as Restructuring costs and other in the accompanying
Consolidated Statement of Operations.
 
LIQUIDITY AND CAPITAL RESOURCES
 
Kodak is facing liquidity challenges due to operating losses and low or negative cash flow from operations.  Cash flow from operations in the current year
benefited from working capital improvements and individual transactions which occurred during the year.  Kodak has eliminated current debt service
requirements by paying down the loans under the Senior Secured First Lien Term Credit Agreement (the “Term Credit Agreement”) using proceeds from the sale
of Kodak’s Flexographic Packaging business (“FPD”) and refinancing the remaining balance through the issuance of convertible debt which does not require any
debt service until conversion or maturity on November 1, 2021.  The Series A Preferred Stock must be redeemed on November 15, 2021 if not converted prior to
then.  Kodak has significant cash requirements to fund ongoing operations, restructuring programs, pension and other postretirement obligations, and other
obligations.  Kodak’s plans to return to sustainable positive cash flow include growing revenues profitably, reducing operating expenses, simplifying the
organizational structure, generating cash from selling and leasing underutilized assets and paring investment in new technology by eliminating or delaying
product development programs.  The current cash balance outside of China, recent trend of low or negative operating cash flow, maturity and redemption dates in
2021 of the Convertible Notes and Series A Preferred Stock and lack of certainty regarding a sustainable return to positive cash flow raise substantial doubt about
Kodak’s ability to continue as a going concern.
 
Refer to the Going Concern section of Note 1, “Summary of Significant Accounting Policies”, Note 9, "Debt and Finance Leases," and Note 10, “Redeemable,
Convertible Series A Preferred Stock” in the Notes to Financial Statements for further discussion of long-term debt and convertible preferred shares.
 
Kodak has already experienced some disruptions in its manufacturing and logistics operations due to the coronavirus outbreak.  The full extent to which the
coronavirus outbreak impacts its results will depend on future developments, which are highly uncertain and cannot be predicted at the time of this filing,
including new information which may emerge concerning the severity of the coronavirus and the actions taken to contain the virus or treat its impact, among
others. Complications from the coronavirus outbreak could have a material adverse effect on the continuity of our business operations and our results of
operations and financial position, particularly if such complications have an extended duration.
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  As of December 31,  
(in millions)  2019   2018  
Cash, cash equivalents, restricted cash and cash in assets
   held for sale  $ 290  $ 267


 


Cash Flow Activity
 


  Year Ended December 31,      


(in millions)  2019   2018   
Year-Over-Year


Change  
Cash flows from operating activities:             
Net cash provided by (used in) in operating activities  $ 12  $ (62)  $ 74 
Cash flows from investing activities:             
Net cash provided by (used in) investing activities   311   (22)   333 
Cash flows from financing activities:             
Net cash used in financing activities   (298)   (11)   (287)
Effect of exchange rate changes on cash and restricted cash   (2)   (7)   5 
Net increase (decrease) in cash, cash equivalents and
   restricted cash  $ 23  $ (102)  $ 125


 


Operating Activities
Net cash provided by (used in) operating activities improved $74 million for the year ended December 31, 2019 as compared with the prior year primarily due to
lower cash spend on inventory, higher build of accounts payable (including the impact of a supply contract entered into as part of the agreement with HuaGuang),
the allocation of $10 million of the proceeds from the divestiture of FPD as consideration for a brand license, the allocation of $13 million of the proceeds from
entering the relationship with HuaGuang as consideration for an intellectual property license, the receipt of a $15 million prepayment for transition services,
products, and other services as a part of the divestiture of FPD partially offset by lower cash operating earnings.
 
Investing Activities
Net cash provided by (used in) investing activities improved $333 million for the year ended December 31, 2019 as compared to the prior year due to the
proceeds from the sale of FPD and reduced capital spend.
 
Financing Activities
Net cash used in financing activities increased $287 million in the year ended December 31, 2019 as compared to the prior year driven by the repayment of the
loans under the Term Credit Agreement partially offset by the issuance of the Convertible Notes.


Sources of Liquidity
Available liquidity includes cash balances and the unused portion of the ABL Credit Agreement.  The amount of available liquidity is subject to fluctuations and
includes cash balances held by various entities worldwide.  At December 31, 2019 and 2018, approximately $72 million and $117 million, respectively, of cash
and cash equivalents were held within the U.S. and approximately $161 million and $131 million, respectively, of cash, cash equivalents and cash in assets held
for sale were held outside the U.S.  Cash balances held outside of the U.S. are generally required to support local country operations, may have high tax costs or
other limitations that delay the ability to repatriate, and therefore may not be readily available for transfer to other jurisdictions.  Kodak utilizes cash balances
outside the U.S. to fund needs in the U.S. through the use of intercompany loans.  As of December 31, 2019 and 2018 outstanding intercompany loans to the U.S.
were $408 million and $390 million, respectively, which includes short-term intercompany loans of $110 million and $92 million. In China, where approximately
$89 million and $72 million, respectively, of cash and cash equivalents were held as of December 31, 2019 and 2018, there are limitations related to net asset
balances that impact the ability to make cash available to other jurisdictions in the world.  Under the terms of the ABL Credit Agreement, the Company is
permitted to invest up to $100 million at any time in subsidiaries and joint ventures that are not party to the ABL Credit Agreement.
 
On April 16, 2019, the Purchaser paid Kodak $15 million in the U.S. as a prepayment for transition services and products and services to be provided by Kodak
to the Purchaser.  Kodak provided a $15 million guaranty, supported by cash collateral in China, to the Purchaser.  The Purchaser has the option to satisfy its
payment obligations to Kodak through a reduction of the prepayment balance or in cash.  When the Purchaser satisfies its payment obligations to Kodak by
utilizing its prepayment balance, Kodak can follow a guaranty amendment process to reduce the amount of its guaranty and cash collateral supporting the
prepayment balance.  As of December 31, 2019, the remaining prepayment balance was $3 million and the cash collateral supporting Kodak’s guaranty was $4
million.
 
On September 1, 2019 Kodak established a strategic relationship with HuaGuang in the People’s Republic of China.  The relationship is comprised of an
agreement under which Kodak sold its shares of the Kodak (China) Graphic Communication Co. Ltd. entity which included the offset printing plates facility in
Xiamen, China, and related assets and liabilities, to HuaGuang, a supply agreement for HuaGuang to help Kodak fulfill customer demand and a license
agreement under which Kodak licensed its plates technology, including its Sonora Process Free plates technology, to HuaGuang with the intent of expanding the
plates market in China.
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Upon the establishment of the relationship, Kodak received net cash proceeds of $30 million, of which $13 million was received in the United States.  As part of
the arrangement, Kodak established an escrow of $14 million in China to secure minimum payments required under the supply agreement.
 
Under the ABL Credit Agreement, if Excess Availability ($22 million as of December 31, 2019) falls below 12.5% of lender commitments ($18.75 million as of
December 31, 2019), Kodak may, in addition to the requirement to be in compliance with a minimum Fixed Charge Coverage Ratio, become subject to cash
dominion control.  Kodak intends to continue to maintain Excess Availability above the minimum threshold which may require additional funding of Eligible
Cash.  In addition to Eligible Cash, the borrowing base is supported by Eligible Receivables, Eligible Inventory and Eligible Equipment.  To the extent the assets
supporting the borrowing base decline, if the remaining assets included in the borrowing base are not sufficient to support the required Excess Availability
amount, additional funding of Eligible Cash may be required.  Since Excess Availability was greater than 12.5% of lender commitments Kodak is not required to
have a minimum Fixed Charge Coverage Ratio of 1.0 to 1.0.  As of December 31, 2019 Fixed Charges (as defined in the ABL Credit Agreement) exceeded
EBITDA by approximately $4 million, therefore the Fixed Charges Coverage Ratio was less than 1.0 to 1.0. (Refer to the Amended and Restated Credit
Agreement section of Note 9, “Debt and Finance Leases”, for the definition of Excess Availability).
 
To ensure Excess Availability was greater than 12.5%, Kodak funded $22 million and $3 million to the Eligible Cash account held with the ABL Credit
Agreement Administrative Agent as of December 31, 2019 and 2018, which is classified as Restricted cash in the Consolidated Statement of Financial Position,
supporting the Excess Availability amount.  
 
On January 27, 2020 Kodak exercised its right under the ABL Credit Agreement to permanently reduce lender commitments, reducing the commitments from
$150 million to $120 million.  As a result, the minimum Excess Availability decreased to $15 million from the previous minimum of $18.75 million.  
 
As a result of the Company’s credit ratings, the Company was required to provide $6 million in letters of credit to the issuers of certain surety bonds during the
third quarter of 2018. As a result of the Company’s current credit ratings or a further ratings downgrade, the Company could be required to provide up to an
additional $13 million of letters of credit to the issuers of the surety bonds in the future to fully collateralize the bonds.  
 
Reporting requirements under the ABL Credit Agreement require the Company to provide annual audited financial statements accompanied by an opinion of an
independent public accountant without a “going concern” or like qualification or exception and without any qualification or exception as to the scope of such
audit or other material qualification or exception, except for any such qualification or exception with respect to any indebtedness maturing within 364 days after
the date of such financial statements, and that the opinion be reasonably acceptable to the agent. On March 6, 2020 the Company obtained a waiver from the
agent and lenders under the ABL Credit Agreement with respect to any event of default under the reporting covenant that may be deemed to have occurred in
relation to the going concern explanatory paragraph in the 2019 Form 10-K audit report.
 
Defined Benefit Pension and Postretirement Plans
Kodak made contributions (funded plans) or paid net benefits (unfunded plans) totaling approximately $19 million relating to its defined benefit pension and
postretirement benefit plans in 2019.  For 2020, the forecasted contribution (funded plans) and net benefit payment (unfunded plans) requirements for its defined
benefit pension and postretirement plans are approximately $17 million.
 
Capital Expenditures
Cash flows from investing activities included $17 million for capital expenditures for the year ended December 31, 2019.  Kodak expects approximately $15
million to $25 million of cash flows for investing activities from capital expenditures for the year ended December 31, 2020.  
 
Transaction with RED-Rochester, LLC
In January 2019 Kodak entered into a series of agreements with RED-Rochester, LLC (“RED”), which provides utilities to the Eastman Business Park.  Kodak
received a payment of $14 million from RED. Kodak is required to pay a minimum annual payment to RED of approximately $2 million regardless of utility
usage. Kodak is accounting for the $14 million payment from RED as debt. The minimum payments required under the agreement from Kodak to RED will be
reported as a reduction of the debt and interest expense using the effective interest method.  The debt payments to RED continue until August 2033.
 
Off-Balance Sheet Arrangements


In connection with the settlement of certain of the Company’s historical environmental liabilities at EBP and in accordance with the terms of the associated
settlement agreement (“Amended EBP Settlement Agreement”), in the event the historical EBP liabilities exceed $99 million, the Company will become liable
for 50% of the portion above $99 million with no limitation to the maximum potential future payments.  There is no liability recorded related to this guarantee.
 
Kodak issues indemnifications in certain instances when it sells businesses and real estate, and in the ordinary course of business with its customers, suppliers,
service providers and business partners.  
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Further, the Company indemnifies its directors and officers who are, or were, serving at the Company's request in such capacities.  Historically, costs incurred to
settle claims related to these indemnifications have not been material to Kodak’s financial position, results of operations or cash flows.  Additionally, the fair
value of the indemnifications that Kodak issued during the year ended December 31, 2019 was not material to Kodak’s financial position, results of operations or
cash flows.
 
 
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 
Kodak is a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and is not required to provide the information under this item.
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ITEM 8.  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA


Report of Independent Registered Public Accounting Firm
 
To the Board of Directors and Shareholders of Eastman Kodak Company
 
Opinion on the Financial Statements
 
We have audited the accompanying consolidated statement of financial position of Eastman Kodak Company and its subsidiaries (the “Company”) as of
December 31, 2019 and 2018, and the related consolidated statements of operations, comprehensive income (loss), equity (deficit) and cash flow for the years
then ended, including the related notes and schedule of valuation and qualifying accounts for each of the two years in the period ended December 31, 2019
appearing under Item 15 (1) (collectively referred to as the “consolidated financial statements”). In our opinion, the consolidated financial statements present
fairly, in all material respects, the financial position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States of America.  
 
Substantial Doubt About the Company’s Ability to Continue as a Going Concern
 
The accompanying consolidated financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 1 to
the consolidated financial statements, the Company has limitations on its ability to repatriate cash held outside the U.S. to other jurisdictions, experienced recent
operating losses and negative cash flow from operations, redemption dates in 2021 for debt and preferred stock and significant cash requirements to fund
ongoing operations and other obligations that raise substantial doubt about its ability to continue as a going concern.  Management's plans in regard to these
matters are also described in Note 1.  The consolidated financial statements do not include any adjustments that might result from the outcome of this uncertainty.
 
Change in Accounting Principle
 
As discussed in Note 1 to the consolidated financial statements, the Company changed the manner in which it accounts for leases in 2019.
 
Basis for Opinion
 
These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s
consolidated financial statements based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United
States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.
 
We conducted our audits of these consolidated financial statements in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or
fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. As part of our audits we are
required to obtain an understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control over financial reporting. Accordingly, we express no such opinion.
 
Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to error or fraud,
and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the consolidated financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well
as evaluating the overall presentation of the consolidated financial statements. We believe that our audits provide a reasonable basis for our opinion.
 
/s/ PricewaterhouseCoopers LLP
Rochester, New York
March 17, 2020
 
We have served as the Company's auditor since at least 1924. We have not been able to determine the specific year we began serving as auditor of the Company.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF OPERATIONS


(in millions, except per share data)
 
  Year Ended December 31,  
  2019   2018  
Revenues         


Sales  $ 979  $ 1,039 
Services   263   281 


Total net revenues   1,242   1,320 
Cost of revenues         


Sales   877   946 
Services   183   194 


Total cost of revenues   1,060   1,140 
Gross profit   182   180 


Selling, general and administrative expenses   211   224 
Research and development costs   42   48 
Restructuring costs and other   16   17 
Other operating expense, net   15   9 
Loss from continuing operations before interest expense, pension income excluding service cost component,
other charges, net and income taxes   (102)   (118)
Interest expense   16   9 
Pension income excluding service cost component   (104)   (131)
Other charges, net   46   17 
Loss from continuing operations before income taxes   (60)   (13)
Provision (benefit) from income taxes   31   (4)
Loss from continuing operations   (91)   (9)
Earnings (loss) from discontinued operations, net of income taxes   207   (7)
NET EARNINGS (LOSS)  $ 116  $ (16)


         
Basic and diluted (loss) earnings per share attributable to
   Eastman Kodak Company common shareholders:         


Continuing operations  $ (2.58)  $ (0.68)
Discontinued operations   4.81   (0.16)
Total  $ 2.23  $ (0.84)


         
Number of common shares used in basic and diluted (loss) earnings per share   43.0   42.7


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)


(in millions)
 
  Year Ended December 31,  
  2019   2018  
NET (LOSS) EARNINGS  $ 116  $ (16)
         
Other comprehensive loss, net:         
Currency translation adjustments and other   6   (11)
Pension and other postretirement benefit plan obligation activity, net of tax   (12)   (9)
Other comprehensive income (loss), net attributable to Eastman Kodak Company   (6)   (20)
COMPREHENSIVE INCOME (LOSS), NET  $ 110  $ (36)
 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION


(in millions)
 
  As of December 31,  
  2019   2018  
ASSETS         
Cash and cash equivalents  $ 233  $ 233 
Trade receivables, net of allowances of $8 and $9   208   232 
Inventories, net   215   231 
Restricted cash - current portion   12   8 
Other current assets   36   39 
Current assets held for sale   2   167 


Total current assets   706   910 
Property, plant and equipment, net of accumulated depreciation of $423 and $395, respectively   181   216 
Goodwill   12   12 
Intangible assets, net   47   58 
Operating lease right-of-use assets   49   — 
Restricted cash   45   11 
Deferred income taxes   147   160 
Other long-term assets   228   143 


TOTAL ASSETS  $ 1,415  $ 1,510 
         
LIABILITIES, REDEEMABLE, CONVERTIBLE PREFERRED STOCK AND EQUITY (DEFICIT)         
Accounts payable, trade  $ 153  $ 130 
Short-term borrowings and current portion of long-term debt   2   396 
Current portion of operating leases   12   — 
Other current liabilities   201   209 
Current liabilities held for sale   —   43 


Total current liabilities   368   778 
Long-term debt, net of current portion   109   5 
Pension and other postretirement liabilities   378   379 
Operating leases, net of current portion   48   — 
Other long-term liabilities   231   178 
Total liabilities   1,134   1,340 
         
Commitments and contingencies (Note 12)         
         
Redeemable, convertible Series A preferred stock, no par value, $100 per share liquidation preference   182   173 
         
Equity (Deficit)         
Common stock, $0.01 par value   —   — 
Additional paid in capital   604   617 
Treasury stock, at cost   (9)   (9)
Accumulated deficit   (79)   (200)
Accumulated other comprehensive loss   (417)   (411)


Total equity (deficit)   99   (3)
TOTAL LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK AND EQUITY
(DEFICIT)  $ 1,415  $ 1,510


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF EQUITY (DEFICIT)


(in millions, except share data)
 


  
Common
Stock (1)   


Additional
Paid in
Capital   


Accumulated
Deficit   


Accumulated
Other


Comprehensive
Loss   


Treasury
Stock   Total   


Series A
Redeemable
Convertible


Preferred Stock  
Equity (deficit) as of December 31, 2017  $ —  $ 631  $ (174)  $ (391)  $ (9)   57  $ 164 
Net (loss) earnings   —   —   (16)   —   —   (16)   — 
Adjustments due to ASU 2014-09   —   —   (10)   —   —   (10)   — 
Other comprehensive loss (net of tax):                             


Currency translation adjustments   —   —   —   (11)   —   (11)   — 
Pension and other postretirement
   liability adjustments   —   —   —   (9)   —   (9)   — 


Series A preferred stock cash
   dividends   —   (11)   —   —   —   (11)   — 
Series A preferred stock deemed
   dividends   —   (9)   —   —   —   (9)   9 
Stock-based compensation   —   6   —   —   —   6   — 
Equity (deficit) as of December 31, 2018  $ —  $ 617  $ (200)  $ (411)  $ (9)  $ (3)  $ 173 
Net earnings   —   —   116   —   —   116   — 
Adjustments due to ASU 2016-02   —   —   5   —   —   5   — 
Other comprehensive loss (net of tax):                             


Currency translation adjustments   —   —   —   6   —   6   — 
Pension and other postretirement
   liability adjustments   —   —   —   (12)   —   (12)   — 


Series A preferred stock cash and accrued
   dividends   —   (11)   —   —   —   (11)   — 
Series A preferred stock deemed
   dividends   —   (9)   —   —   —   (9)   9 
Stock-based compensation   —   7   —   —   —   7   — 
Equity (deficit) as of December 31, 2019  $ —  $ 604  $ (79)  $ (417)  $ (9)  $ 99  $ 182


 


 
(1) There are 60 million shares of no par value preferred stock authorized, 2 million of which have been issued.
 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOW


  Year Ended December 31,  
(in millions)  2019   2018  
Cash flows from operating activities:         
Net (loss) earnings  $ 116  $ (16)
Adjustments to reconcile to net cash used in operating activities:         
Depreciation and amortization   55   73 
Pension and other postretirement income   (91)   (106)
Change in fair value of embedded conversion features derivative liability   42   — 
Asset impairments   6   13 
Stock based compensation   7   6 
Non-cash changes in workers' compensation and legal reserves   3   (11)
Net gains on sales of businesses/assets   (201)   (13)
Provision for deferred income taxes   21   18 
Decrease in trade receivables   21   12 
Decrease (increase) in inventories   11   (9)
Increase (decrease) in trade accounts payable   25   (31)
Decrease in liabilities excluding borrowings   (10)   (31)
Other items, net   7   33 
Total adjustments   (104)   (46)
Net cash provided by (used in) operating activities   12   (62)
         
Cash flows from investing activities:         
Additions to properties   (15)   (33)
Net proceeds from sales of businesses/assets, net   326   11 
Net cash provided by (used in) investing activities   311   (22)
         
Cash flows from financing activities:         
Repayment of emergence credit facilities   (395)   — 
Proceeds from issuance of convertible notes   98   — 
Proceeds from other borrowings   14   — 
Payment of contingent consideration related to the sale of a business   (10)   — 
Preferred stock dividend payments   (3)   (8)
Finance lease payments   (2)   (3)
Net cash used in financing activities   (298)   (11)
Effect of exchange rate changes on cash, cash equivalents and
   restricted cash   (2)   (7)
Net increase (decrease) in cash, cash equivalents, restricted cash and cash in
   assets held for sale   23   (102)
Cash, cash equivalents, restricted cash and cash in assets held for sale, beginning of
   period (1)   267   369 
Cash, cash equivalents, restricted cash and cash in assets held for sale, end of period (1)  $ 290  $ 267


 


(1) Refer to Note 2, “Cash, Cash Equivalents and Restricted Cash” for a breakdown of cash, cash equivalents, restricted cash and cash in assets held for sale.


The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOW (Continued)


(in millions)


SUPPLEMENTAL CASH FLOW INFORMATION
 
  Year Ended December 31,  
  2019   2018  
Cash paid for interest and income taxes was:         
Interest, net of portion capitalized of $0 and $1 as of December 31, 2019 and 2018, respectively  $ 21  $ 28 
Income taxes (net of refunds)  $ 17  $ (9)
 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
NOTES TO FINANCIAL STATEMENTS
 
NOTE 1: BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES


ACCOUNTING PRINCIPLES


The consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United States of
America (“U.S. GAAP”).  The following is a description of the significant accounting policies of Kodak.
 
When used in this report, unless otherwise indicated by the context, “EKC” means the parent company, Eastman Kodak Company (the “Company”) and “Kodak”
refers to the consolidated group,
 
BASIS OF CONSOLIDATION
 
The consolidated financial statements include the accounts of EKC and all companies directly or indirectly controlled by EKC, either through majority
ownership or otherwise.  Kodak consolidates variable interest entities if Kodak has a controlling financial interest and is determined to be the primary beneficiary
of the entity.
 
GOING CONCERN
 
The consolidated financial statements have been prepared on the going concern basis of accounting, which assumes Kodak will continue to operate as a going
concern and which contemplates the realization of assets and the satisfaction of liabilities and commitments in the normal course of business.  
 
As of both December 31, 2019 and 2018, Kodak had approximately $233 million of cash and cash equivalents.  $72 million and $117 million was held in the
U.S. as of December 31, 2019 and 2018, respectively, and $161 million and $116 million were held outside the U.S. Cash balances held outside the U.S. are
generally required to support local country operations and may have high tax costs or other limitations that delay the ability to repatriate, and therefore may not
be readily available for transfer to other jurisdictions.  Outstanding inter-company loans to the U.S. as of December 31, 2019 and 2018 were $408 million and
$390 million, respectively, which includes short-term intercompany loans from Kodak’s international finance center of $110 million and $92 million as of
December 31, 2019 and 2018, respectively. In China, where approximately $89 million and $59 million of cash and cash equivalents was held as of December
31, 2019 and 2018, respectively, there are limitations related to net asset balances that may impact the ability to make cash available to other jurisdictions in the
world.  Kodak had a net decrease in cash, cash equivalents, restricted cash and cash in assets held for sale of $102 million for the year ended December 31, 2018
and an increase in cash, cash equivalents, restricted cash and cash in assets held for sale of $23 million for the year ended December 31, 2019.  The current year’s
cash provided by operating activities of $12 million includes the receipt of brand and functional intellectual property licensing proceeds allocated from the
overall consideration received as part of the divestiture of FPD ($10 million) and the establishment of a strategic relationship with HuaGuang ($13
million).  Cash provided by operating activities in 2019 also includes the receipt of a $15 million prepayment for transition services and products and services to
be provided by Kodak associated with the FPD divestiture, $3 million of which has not yet been utilized.  
 
U.S. GAAP requires an evaluation of whether there are conditions or events, considered in the aggregate, that raise substantial doubt about an entity’s ability to
continue as a going concern within one year after the date the financial statements are issued. Initially, this evaluation does not consider the potential mitigating
effect of management’s plans that have not been fully implemented. When substantial doubt exists, management evaluates the mitigating effect of its plans if it is
probable that (1) the plans will be effectively implemented within one year after the date the financial statements are issued, and (2) when implemented, the plans
will mitigate the relevant conditions or events that raise substantial doubt about the entity’s ability to continue as a going concern within one year after the date
the financial statements are issued or prior to the conditions or events that create the going concern risk.
 
Kodak is facing liquidity challenges due to operating losses and low or negative cash flow from operations.  Cash flow from operations in the current year
benefited from working capital improvements and individual transactions which occurred during the year.  Kodak has eliminated current debt service
requirements by paying down the loans under the Term Credit Agreement using proceeds from the sale of FPD and refinancing the remaining balance through
the issuance of convertible debt which does not require any debt service until conversion or maturity on November 1, 2021.  The Series A Preferred Stock must
be redeemed on November 15, 2021 if not converted prior to then.  Kodak has significant cash requirements to fund ongoing operations, restructuring programs,
pension and other postretirement obligations, and other obligations.  Kodak’s plans to return to sustainable positive cash flow include growing revenues
profitably, reducing operating expenses, simplifying the organizational structure, generating cash from selling and leasing underutilized assets and paring
investment in new technology by eliminating or delaying product development programs.  The current cash balance outside of China, recent trend of low or
negative operating cash flow, maturity and redemption dates in 2021 for the Convertible Notes and Series A Preferred Stock and lack of certainty regarding a
sustainable return to positive cash flow raise substantial doubt about Kodak’s ability to continue as a going concern.
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RECLASSIFICATIONS
 
Certain amounts for prior periods have been reclassified to conform to the current period classification due to Kodak’s new organization structure as of January
2019 and due to assets held for sale reporting requirements.


In addition to the changes in segment reporting under the new organization structure there is a change in the segment measure of profitability.  The segment
measure of profitability was changed to exclude the costs, net of any rental income received, of underutilized portions of certain properties. Additionally, the
allocation of costs from Eastman Business Park (“EBP”) to the Brand, Film and Imaging segment and Advanced Materials and 3D Printing Technology segment
as tenants of EBP and to each of the segments as users of shared corporate space at the global headquarters changed.  Refer to Note 27, “Segment Information”
for additional information.


USE OF ESTIMATES
 
The preparation of financial statements in conformity with U.S. GAAP accounting requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of commitments and contingencies at year end and the reported amounts of revenues and expenses
during the reporting periods presented.  Actual results could differ from these estimates.


FOREIGN CURRENCY
 
For most subsidiaries and branches outside the U.S., the local currency is the functional currency.  The financial statements of these subsidiaries and branches are
translated into U.S. dollars as follows: assets and liabilities at year-end exchange rates; revenue, expenses and cash flows at average exchange rates; and
shareholders’ equity at historical exchange rates.  For those subsidiaries for which the local currency is the functional currency, the resulting translation
adjustment is recorded as a component of Accumulated other comprehensive loss in the accompanying Consolidated Statement of Financial Position.


For certain other subsidiaries and branches outside the U.S., operations are conducted primarily in U.S. dollars, which is therefore the functional
currency.  Monetary assets and liabilities of these foreign subsidiaries and branches, which are recorded in local currency, are remeasured at year-end exchange
rates, while the related revenue, expense, and gain and loss accounts, which are recorded in local currency, are remeasured at average exchange rates.  Non-
monetary assets and liabilities, and the related revenue, expense, and gain and loss accounts, are remeasured at historical exchange rates.  Adjustments that result
from the remeasurement of the assets and liabilities of these subsidiaries are included in Other charges, net in the accompanying Consolidated Statement of
Operations.


The effects of foreign currency transactions, including related hedging activities, are included in Other charges, net, in the accompanying Consolidated Statement
of Operations.


CONCENTRATION OF CREDIT RISK
 
Financial instruments that potentially subject Kodak to significant concentrations of credit risk consist principally of cash and cash equivalents, receivables,
restricted cash and derivative instruments.  Kodak places its cash, cash equivalents and restricted cash with high-quality financial institutions and limits the
amount of credit exposure to any one institution.  With respect to receivables, such receivables arise from sales to numerous customers in a variety of industries,
markets, and geographies around the world.  Receivables arising from these sales are generally not collateralized.  Kodak performs ongoing credit evaluations of
its customers’ financial conditions and maintains reserves for potential credit losses and such losses, in the aggregate, have not exceeded management’s
expectations.  Counterparties to the derivative instrument contracts are major financial institutions.  Kodak has not experienced non-performance by any of its
derivative instrument counterparties.


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


INVENTORIES
 
Inventories are stated at the lower of cost or market.  The cost of all of Kodak’s inventories is determined by the average cost method, which approximates
current cost.  Kodak provides inventory reserves for excess, obsolete or slow-moving inventory based on changes in customer demand, technology developments
or other economic factors.


PROPERTY, PLANT AND EQUIPMENT
 
Property, plant and equipment are recorded at cost, net of accumulated depreciation.  Kodak capitalizes additions and improvements while maintenance and
repairs are charged to expense as incurred.  Upon sale or other disposition, the applicable amounts of asset cost and accumulated depreciation are removed from
the accounts and the net amount, less proceeds from disposal, is charged or credited to net (loss) earnings.
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Kodak calculates depreciation expense using the straight-line method over the assets’ estimated useful lives, which are as follows:
 


  
Estimated Useful


Lives
Buildings and building improvements  5-40
Land improvements  4-20
Leasehold improvements  3-20
Equipment  3-20
Tooling  1-3
Furniture and fixtures  5-10


 
Kodak depreciates leasehold improvements over the shorter of the lease term or the assets’ estimated useful life.
 
GOODWILL


Goodwill is not amortized but is required to be assessed for impairment at least annually and whenever events or changes in circumstances occur that would
more likely than not reduce the fair value of the reporting unit below its carrying amount.


When testing goodwill for impairment, Kodak may assess qualitative factors for some or all of its reporting units to determine whether it is more likely than not
(that is, a likelihood of more than 50 percent) that the fair value of a reporting unit is less than its carrying amount, including goodwill.  If Kodak determines
based on this qualitative test of impairment that it is more likely than not that a reporting unit’s fair value is less than its carrying amount or elects to bypass the
qualitative assessment for some or all of its reporting units, then a quantitative goodwill impairment test is performed to test for a potential impairment of
goodwill.  The amount of goodwill impairment, if any, is calculated as the amount by which a reporting unit’s carrying value exceeds its fair value, not to exceed
the carrying amount of goodwill.  Determining the fair value of a reporting unit involves the use of significant estimates and assumptions.  Refer to Note 5,
“Goodwill and Other Intangible Assets”.


WORKERS’ COMPENSATION


Kodak self-insures and participates in high-deductible insurance programs with retention and per occurrence deductible levels for claims related to workers’
compensation. The estimated liability for workers’ compensation is based on actuarially estimated, discounted cost of claims, including claims incurred but not
reported.   Historical loss development factors are utilized to project the future development of incurred losses, and the amounts are adjusted based on actual
claim experience, settlements, claim development trends, changes in state regulations and judicial interpretations.  Refer to Note 7, “Other Current Liabilities”
and Note 8, “Other Long-Term Liabilities” for the estimated liabilities.  Amounts recoverable from insurance companies or third parties are estimated using
historical experience and estimates of future recoveries.  Estimated recoveries are not offset against the related accrual.  The amount recorded for the estimated
recoveries at December 31, 2019 and 2018 was $21 million and $20 million, respectively, of which $18 million and $17 million, respectively, is reported in Other
long-term assets in the Consolidated Statement of Financial Position.  The remaining $3 million at each year end is reported in Other current assets in the
Consolidated Statement of Financial Position. 


LEASES


Kodak as lessee
Kodak determines if an arrangement is a lease at inception. The primary criteria used to classify transactions as operating or finance leases are: (1) whether the
ownership transfers at the end of the lease, (2) whether the lease term is equal to or greater than 75% of the economic life of the asset, and (3) whether the present
value of the minimum lease payments is equal to or greater than 90% of the fair value of the asset at inception of the lease.  Kodak does not have leases that
include assets of a specialized nature, generally does not provide residual value guarantees or have any leases for which the exercise of end-of-lease purchase
options is reasonably assured at lease inception.
 
Right-of-use (“ROU”) assets represent the right to use an underlying asset for the lease term and lease liabilities represent the obligation to make lease payments
arising from the lease.  ROU assets and liabilities are recognized at the lease commencement date based on the present value of lease payments over the lease
term.  The operating lease ROU assets exclude lease incentives.  Variable lease payments are also excluded from the measurement of ROU assets and lease
liabilities and are recognized in the period in which the obligation for those payments is incurred.  
 
Kodak’s lease agreements are primarily for real estate space and vehicles.  Arrangements for goods and services are also assessed to determine if the arrangement
contains a lease at its inception.  Operating leases are included within Operating lease right-of-use assets, Current portion of operating leases and Operating
leases, net of current portion in the Consolidated Statement of Financial Position.  Finance leases are included in Property, plant and equipment, net, Short-term
borrowings and current portion of long-term debt and Long-term debt, net of current portion in the Consolidated Statement of Financial Position.
 
When available, the rate implicit in the lease is used to discount lease payments to present value; however, many leases do not provide a readily determinable
implicit rate. Therefore, Kodak applies its incremental borrowing rate to discount the lease payments at lease commencement.  
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The incremental borrowing rate is the rate of interest that EKC would have to pay to borrow, on a collateralized basis, over a similar term.  Lease renewal or
extension options and/or termination options are factored into the determination of lease payments only if reasonably certain to be exercised.  
 
Rental expense related to operating leases is recognized on a straight-line basis over the lease term.  The lease agreements have both lease and non-lease
components.  Kodak does not separate lease and non-lease components of contracts for real estate leases but does separate lease and non-lease components for
equipment leases.


Kodak as Lessor
Kodak places its own equipment at customer sites under sales-type and operating lease arrangements.  Arrangements classified as sales-type leases with revenue
recognition at inception generally transfer title to the equipment by the end of the lease term or have a lease term that is for a major part of the remaining
economic life of the equipment; and collectability is considered probable.  If the arrangement meets the criteria for a sales-type lease but collectability is not
considered probable, Kodak will not derecognize the asset and will record all payments received as a liability until the earlier of collectability becoming probable
or the termination of the lease.  Arrangements that do not meet the sales-type lease criteria are classified as operating leases with revenue recognized over the
term.  Contracts with customers may include multiple performance obligations including equipment, optional software licenses and service agreements.  For such
arrangements, revenue is allocated to each performance obligation based on its relative standalone selling price. 
 
The Eastman Business Park segment’s core operations are to lease real estate. Kodak also leases underutilized portions of other real estate properties to third
parties under both operating lease and sublease agreements. Payments received under operating lease agreements as part of the Eastman Business Park segment
are recognized on a straight-line basis over the term and are reported in Revenues in the Consolidated Statement of Operations.  Payments received under lease
and sublease agreements for underutilized space are recognized on a straight-line basis and reported as cost reductions in Cost of revenues, SG&A expenses,
R&D costs and Other charges, net.
 
Renewal options and/or termination options are factored into the determination of lease payments if considered probable.  Kodak does not separate lease and
non-lease components of contracts for real estate leases but does separate lease and non-lease components for equipment leases.
 
Equipment subject to operating leases consists of equipment rented to customers.  Equipment subject to operating leases is included in Property, plant and
equipment, net in the Consolidated Statement of Financial Position and is depreciated to estimated residual value over its expected useful life.  Equipment
operating lease terms and depreciable lives generally vary from 3 to 7 years.


REVENUE
 
Kodak’s revenue transactions include sales of products (such as components and consumables for use in Kodak and other manufacturers’ equipment and film-
based products), equipment, software, services, integrated solutions, intellectual property and brand licensing; and real estate management activities.  Revenue
from services includes extended warranty, customer support and maintenance agreements, consulting, business process services, training and education.
 
Revenue is recognized when control of the promised goods or services is transferred to customers in an amount that reflects the consideration Kodak expects to
be entitled to in exchange for those goods or services.
 
For product sales (such as plates, film, inks, chemicals and other consumables) revenue is recognized when control has transferred from Kodak to the buyer,
which may be upon shipment or upon delivery to the customer site, based on contract terms or legal requirements in certain jurisdictions. Service revenue is
recognized using the time-based method ratably over the contractual period as it best depicts when the customer receives the benefit from the service.  Service
revenue for time and materials-based agreements is recognized as services are performed.
 
Equipment is generally dependent on, and interrelated with, the underlying operating system (firmware) and cannot function without the operating system. In
these cases, the hardware and software license are accounted for as a single performance obligation. Contracts with customers may include multiple performance
obligations including equipment and optional software licenses and service agreements. Service agreements may be prepaid or paid over-time and range from
three months to six years. For such arrangements, revenue is allocated to each performance obligation based on its relative standalone selling price.  Kodak
applies the residual allocation method for sales of certain complex, highly customized     equipment due to significant variability in pricing.  Standalone selling
prices are based on the prices charged to customers or using expected cost-plus margin.
 
For non-complex equipment installations and software sales (Prepress and Prosper Components and Kodak Software) businesses revenue is recognized when
control of each distinct performance obligation has transferred from Kodak to the buyer, which is generally met when the equipment or software is delivered and
installed at the customer site as delivery and installation generally occur within the same period.  For complex equipment installations or integrated software
solutions (Prosper Presses, Electrophotographic Printing Solutions Printers, Kodak Software) revenue is deferred until receipt of customer acceptance and control
has transferred to the buyer.
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Software licenses are sold both in bundled equipment arrangements as discussed above or on a stand-alone basis (Kodak Software).  Software licenses are
generally perpetual and are usually sold with post-contract support services (“PCS”) which are considered distinct performance obligations as the customer’s use
of the existing software is not dependent upon future upgrades. Kodak recognizes software revenue at the time that the customer obtains control over the
software which generally occurs upon installation while revenue allocated to the PCS is recognized over the service period.
 
In service arrangements such as consulting or business process services (Kodak Technology Solutions business) where final acceptance by the customer is
required, revenue is deferred until all acceptance criteria have been met and Kodak has a legal right to payment.
 
Kodak’s licensing revenue is comprised of software licenses as discussed above, licenses to use functional intellectual property (e.g. patents and technical know-
how) and licenses to use symbolic intellectual property (e.g. brand names and trademarks) (Consumer and Film businesses).  The timing and the amount of
revenue recognized from the licensing of intellectual property depends upon a variety of factors, including the nature of the performance obligations (functional
vs. symbolic licenses), specific terms of each agreement, and the payment terms. Aside from software licenses discussed above, Kodak’s functional licenses
generally provide the right to use functional intellectual property; therefore, non-sales/usage-based revenue is recognized when the customer has the right to use
the intellectual property while sales and usage-based royalties are recognized in the period the related sales and usage occurs.  Revenue for symbolic licenses
such as brand licenses are recognized over time.
 
Real estate management revenue consists primarily of tenant lease income, common area maintenance charges and utilities.  Usage based revenue is recognized
as earned while tenant lease income is recognized on a straight-line basis over the lease term (Refer to Leases; Kodak as Lessor above).
 
Deferred revenue is recorded when cash payments are received in advance of satisfying performance obligations such as deposits required in advance on
equipment orders, prepaid service contracts, prepaid tenant lease income or prepaid royalties on intellectual property arrangements. Interest expense is imputed
for payments received greater than one year in advance of performance.
 
Payment terms and conditions vary by contract type, although terms generally include a requirement of payment within 30 to 60 days. Kodak applies the
practical expedient with respect to implied financial components and only imputes interest for payment terms greater than one year.
 
Sales and usage-based taxes are excluded from revenues. Certain customers may receive cash-based incentives or credits, which are accounted for as variable
consideration. Kodak estimates these amounts based on the expected amount to be provided to customers.
 
Kodak expenses sales commissions when incurred if the amortization period would be one year or less. These costs are recorded in Selling, general and
administrative expenses. Kodak accrues the estimated cost of post-sale obligations, including basic product warranties, at the time of revenue recognition.
Shipping and handling costs are accounted for as fulfillment costs and are included in cost of sales.
 
Kodak does not disclose the value of unsatisfied performance obligations for contracts with an original expected length of one year or less or for which revenue
is recognized at the amount to which Kodak has the right to invoice for services performed. Performance obligations with an original expected length of greater
than one year generally consist of deferred service contracts, operating leases and licensing arrangements. As of December 31, 2019, there was approximately
$75 million of unrecognized revenue from unsatisfied performance obligations. Approximately 35% of the revenue from unsatisfied performance obligations is
expected to be recognized in 2020, 25% in 2021, 15% in 2022 and 25% thereafter.


 
RESEARCH AND DEVELOPMENT COSTS


R&D costs, which include costs incurred in connection with new product development, fundamental and exploratory research, process improvement, product use
technology and product accreditation, are expensed in the period in which they are incurred.


ADVERTISING


Advertising costs are expensed as incurred and are included in Selling, general and administrative expenses in the accompanying Consolidated Statement of
Operations.  Advertising expenses amounted to $5 million and $4 million for the years ended December 31, 2019 and 2018, respectively.  


SHIPPING AND HANDLING COSTS


Amounts charged to customers and costs incurred by Kodak related to shipping and handling are included in net sales and cost of sales, respectively.


IMPAIRMENT OF LONG-LIVED ASSETS


The carrying values of long-lived assets, other than goodwill and intangible assets with indefinite useful lives, are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying values may not be recoverable.
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The recoverability of the carrying values of long-lived assets is assessed by first grouping long-lived assets with other assets and liabilities at the lowest level for
which identifiable cash flows are largely independent of the cash flows of other assets and liabilities (the asset group) and, secondly, by estimating the
undiscounted future cash flows that are directly associated with and that are expected to arise from the use of and eventual disposition of such asset
group.  Kodak estimates the undiscounted cash flows over the remaining useful life of the primary asset within the asset group.  If the carrying value of the asset
group exceeds the estimated undiscounted cash flows, Kodak records an impairment charge to the extent the carrying value of the long-lived asset exceeds its fair
value.  Kodak determines fair value through quoted market prices in active markets or, if quoted market prices are unavailable, through the performance of
internal analyses of discounted cash flows.


The remaining useful lives of long-lived assets are reviewed in connection with the assessment of recoverability of long-lived assets and the ongoing strategic
review of the business and operations.  If the review indicates that the remaining useful life of the long-lived asset has changed significantly, the depreciation on
that asset is adjusted to facilitate full cost recovery over its revised estimated remaining useful life.


The carrying values of indefinite-lived intangible assets are evaluated for potential impairment annually or whenever events or changes in circumstances indicate
that it is more likely than not that the asset is impaired. Refer to Note 5, “Goodwill and Other Intangible Assets.”


INCOME TAXES


Kodak recognizes deferred tax liabilities and assets for the expected future tax consequences of operating losses, credit carry-forwards and temporary differences
between the carrying amounts and tax basis of Kodak’s assets and liabilities.  Kodak records a valuation allowance to reduce its net deferred tax assets to the
amount that is more likely than not to be realized.  For discussion of the amounts and components of the valuation allowances as of December 31, 2019 and
2018, refer to Note 18, “Income Taxes.”


The undistributed earnings of Kodak’s foreign subsidiaries are not considered permanently reinvested.  Kodak has recognized a deferred tax liability (net of
related foreign tax credits) on the foreign subsidiaries’ undistributed earnings. 
 
RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS
 
In February 2018, the Financial Accounting Standards Board (“FASB”) issued Accounting Standard Update (“ASU”) 2018-02, “Income Statement—Reporting
Comprehensive Income (Topic 220): Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income”. The ASU addresses certain
stranded income tax effects in accumulated other comprehensive income (AOCI) resulting from the Tax Cuts and Jobs Act (the “2017 Tax Act”). The ASU
provides an option to reclassify stranded tax effects within AOCI to retained earnings in each period in which the effect of the change in the U.S. federal
corporate income tax rate in the 2017 Tax Act (or portion thereof) is recorded and requires additional disclosures. The ASU is effective for fiscal years beginning
after December 15, 2018 (January 1, 2019 for Kodak) and interim periods within those fiscal years. Kodak adopted the new standard on January 1, 2019.  The
adoption of this ASU did not have an impact on the Consolidated Financial Statements as a result of Kodak’s U.S. valuation allowance.
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In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). Topic 842 (as amended by ASU’s 2018-01, 10, 11 and 20 and ASU 2019-01) requires
lessees to recognize most leases on their balance sheets as lease liabilities with corresponding right-of-use assets and eliminates certain real estate-specific
provisions.  The new standard requires lessors to account for leases using an approach that is substantially equivalent to existing guidance for sales-type leases
and operating leases.  The new leasing standard is effective for fiscal years, and for interim periods within those fiscal years, beginning after December 15, 2018
(January 1, 2019 for Kodak).  The original guidance required application on a modified retrospective basis to the earliest period presented. ASU 2018-11,
Targeted improvements to ASC 842, includes an option to not restate comparative periods in transition and elect to use the effective date of ASC 842 as the date
of initial application of transition. Kodak adopted the new standard on the effective date applying the new transition method allowed under ASU 2018-
11.  Kodak elected the package of practical expedients which permitted Kodak to not reassess (1) whether any expired or existing contracts are or contain leases,
(2) the lease classification for any existing leases, and (3) any initial direct costs for any existing leases as of the effective date.  Kodak did not elect the hindsight
practical expedient which permits entities to use hindsight in determining the lease term and assessing impairment.  The adoption of the amended lease guidance
increased the assets and liabilities recorded in the Consolidated Statement of Financial Position due to the recognition of lessee operating right-of-use assets and
lease liabilities. Kodak recognized a cumulative-effect adjustment to increase retained earnings of approximately $5 million due to the derecognition of assets
and deferred gain on previous sale-leaseback transactions.  As a lessor, recognition of rental revenue remained mainly consistent with previous guidance, apart
from the narrower definition of initial direct costs that can be capitalized.
 
The impact of adoption on the Consolidated Statement of Financial Position is presented below:
 


(in millions)


Balance at
December 31,


2018  


Adjustments Due
to


ASU 2016-02  


Balance at
January 1,


2019  
Operating lease right-of-use assets $ — $ 51 $ 51 
Operating lease liabilities  —  61  61 
Deferred rent payable (1)  10  (10)  — 
Deferred gain on previous sale leaseback transaction (1)  6  (6)  — 
Net fixed assets from previous sale leaseback transaction  1  (1)  — 
Accumulated deficit  200  (5)  195


 


 
 (1) Deferred amounts were previously reported in Other current liabilities ($2 million) and Other long-term liabilities ($14 million) in the Consolidated


Statements of Financial Position.
 
RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS
 
In December 2019, the FASB issued ASU 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes”, which removes certain
exceptions related to intra-period tax allocations and deferred tax accounting on outside basis differences in foreign subsidiaries and equity method
investments. Additionally, it provides other simplifying measures for the accounting for income taxes. The new standard is effective for fiscal years beginning
after December 15, 2021 (January 1, 2022 for Kodak) with early adoption permitted.  Kodak is currently evaluating the impact of this ASU. 
 
In November 2018, the FASB issued ASU 2018-18, Collaborative Arrangements (Topic 808): Clarifying the Interaction between Topic 808 and Topic 606.  This
guidance amended Topic 808 and Topic 606 to clarify that transactions in a collaborative arrangement should be accounted for under Topic 606 when the
counterparty is a customer for a distinct good or service (i.e., unit of account).  The amendments preclude an entity from presenting consideration from a
transaction in a collaborative arrangement as revenue from contracts with customers if the counterparty is not a customer for that transaction. The new standard is
effective for fiscal years, and for interim periods within those fiscal years, beginning after December 15, 2019 (January 1, 2020 for Kodak).  Early adoption is
permitted. The amendments should be applied retrospectively to the date of initial application of Topic 606. Kodak adopted this ASU on January 1, 2020, and it
did not have an impact on Kodak’s consolidated financial statements.
 
In September 2018, the FASB issued ASU 2018-14, Compensation—Retirement Benefits—Defined Benefit Plans—General (Subtopic 715-20): Disclosure
Framework—Changes to the Disclosure Requirements for Defined Benefit Plans, which amends the disclosure requirements in ASC 715-20 by adding,
clarifying, or removing certain disclosures. ASU 2018-14 requires all entities to disclose (1) the weighted average interest crediting rates for cash balance plans
and other plans with promised interest crediting rates, and (2) an explanation of the reasons for significant gains and losses related to changes in the benefit
obligation for the period. The ASU also clarifies certain disclosure requirements for entities with two or more defined benefit pension plans when aggregate
disclosures are presented. The ASU removes other disclosures from the existing guidance, such as the requirement to disclose the effects of a one-percentage-
point change in the assumed health care cost trend rates. The ASU is effective retrospectively for fiscal years ending after December 15, 2020 (the year ended
December 31, 2020 for Kodak). Early adoption is permitted. The standard addresses disclosures only and will not have an impact on Kodak’s consolidated
financial statements.
 
 


55







In September 2018 the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework—Changes to the Disclosure Requirements for
Fair Value Measurement, which amends the disclosure requirements in ASC 820 by adding, changing, or removing certain disclosures. The ASU applies to
disclosures about recurring or nonrecurring fair value measurements.  The additional and/or modified disclosures relate primarily to Level 3 fair value
measurements while removing certain disclosures related to transfers between Level 1 and Level 2 of the fair value hierarchy.  The ASU is effective
retrospectively, for fiscal years beginning after December 15, 2019 (January 1, 2020 for Kodak) and interim periods within those fiscal years.  Entities are
permitted to early adopt any removed or modified disclosures but can delay adoption of the new disclosures until their effective date.  Kodak retrospectively
early adopted the provisions of the ASU that removed or modified disclosures in the fourth quarter of 2018 and prospectively adopted the provisions related to
new disclosures January 1, 2020. The standard addresses disclosures only and will not have an impact on Kodak’s consolidated financial statements.
 
In August 2018, the FASB issued ASU 2018-15, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Customer’s Accounting for
Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract, which addresses how a customer should account for the costs of
implementing a cloud computing service arrangement (also referred to as a “hosting arrangement”). Under ASU 2018-15, entities should account for costs
associated with implementing a cloud computing arrangement that is considered a service contract in the same way as implementation costs associated with a
software license; implementation costs incurred in the application development stage, such as costs for the cloud computing arrangement’s integration with on-
premise software, coding, and configuration or customization, should be capitalized and amortized over the term of the cloud computing arrangement, including
periods covered by certain renewal options. The ASU is effective in fiscal years beginning after December 15, 2019 (January 1, 2020 for Kodak) including
interim periods within those fiscal years. Early adoption is permitted. The ASU should be applied either retrospectively or prospectively to all implementation costs
incurred after the date of adoption. Kodak adopted this ASU prospectively on January 1, 2020.  Application of this standard is not expected to have a material impact
on Kodak’s consolidated financial statements.
 
In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments.  ASU
2016-13 (as amended by ASU 2018-19 and ASU’s 2019-04, 05, 10 and 11) requires a financial asset (or a group of financial assets) measured at amortized cost
basis to be presented at the net amount expected to be collected.  In addition, the ASU requires credit losses relating to available-for-sale debt securities to be
recorded through an allowance for credit losses.  The amendments in this ASU broaden the information that an entity must consider in developing its expected
credit loss estimate for assets measured either collectively or individually. The new standard is effective for smaller reporting companies for fiscal years, and
interim periods within those fiscal years, beginning after December 15, 2022, (January 1, 2023 for Kodak).  Early adoption is permitted. Kodak is currently
evaluating the impact of this ASU.  
 
NOTE 2: CASH, CASH EQUIVALENTS AND RESTRICTED CASH
 
The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the Statement of Financial Position that sums to the
total of such amounts shown in the Statement of Cash Flows:
 


  As of December 31,  
(in millions)  2019   2018  
Cash and cash equivalents  $ 233  $ 233 
Restricted cash - current portion   12   8 
Restricted cash - long-term   45   11 
Cash included in assets held for sale   —   15 
Total cash, cash equivalents, restricted cash and cash in
   assets held for sale shown in the Statement of Cash Flows  $ 290  $ 267


 


 
Restricted cash - current portion on the Consolidated Statement of Financial Position primarily represents amounts which support hedging activities as well as
collateral for a guaranty provided to MIR Bidco, SA (the “Purchaser”).  On April 16, 2019 the Purchaser of FPD paid Kodak $15 million in the U.S. as a
prepayment for transition services, products and other services to be provided by Kodak to the Purchaser.  Kodak provided a $15 million guaranty, supported by
cash collateral in China, to the Purchaser.  The Purchaser has the option to satisfy its payment obligations to Kodak through a reduction of the prepayment
balance or in cash.  When the Purchaser satisfies its payment obligations to Kodak by utilizing its prepayment balance, Kodak can follow a guaranty amendment
process to reduce the amount of its guaranty and cash collateral supporting the prepayment balance.  As of December 31, 2019, the remaining prepayment
balance is $3 million and the cash collateral supporting Kodak’s guaranty is $4 million.
 
Long-term restricted cash includes $22 million and $3 million as of December 31, 2019 and 2018, respectively, supporting compliance with the Excess
Availability threshold under the ABL Credit Agreement, as defined in Note 9, “Debt and Finance Leases”.  In addition, Kodak established an escrow of $14
million in China to secure various ongoing obligations under the agreements for the strategic relationship with Lucky HuaGuang Graphics Co. Ltd.  Refer to
Note 30 “Assets Held For Sale”. Long-term restricted cash also includes $5 million of security posted related to Brazilian legal contingencies as of both
December 31, 2019 and 2018.      
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NOTE 3:  INVENTORIES, NET
 


  As of December 31,  
(in millions)  2019   2018  
Finished goods  $ 105  $ 119 
Work in process   54   54 
Raw materials   56   58 
Total  $ 215  $ 231


 


 
NOTE 4:  PROPERTY, PLANT AND EQUIPMENT, NET
 


  As of December 31,  
(in millions)  2019   2018  
Land  $ 67  $ 70 
Buildings and building improvements   144   145 
Machinery and equipment   382   386 
Construction in progress   11   10 
   604   611 
Accumulated depreciation   (423)   (395)
Property, plant and equipment, net  $ 181  $ 216


 


 
Depreciation expense was $48 million and $59 million for the years ended December 31, 2019 and 2018, respectively.  
 
 
NOTE 5:  GOODWILL AND OTHER INTANGIBLE ASSETS


The following table presents the changes in the carrying value of goodwill by reportable segment.  The Enterprise Inkjet Systems, Advanced Materials and 3D
Printing Technology, and Eastman Business Park segments do not have goodwill and are therefore not presented.
 


(in millions)  
Print


Systems   Kodak Software   
Brand, Film and


Imaging   


Advanced Materials
and 3D Printing


Technology   Consolidated Total  
As of December 31, 2017                     


Goodwill  $ 56  $ 6  $ 6  $ 8  $ 76 
Accumulated impairment losses   (56)   —   —   (8)   (64)


Balance as of December 31, 2017   —   6   6   —   12 
Impairment   —   —   —   —   — 


Balance as of December 31, 2018   —   6   6   —   12 
Impairment   —   —   —   —   — 


As of December 31, 2019                     
Goodwill   56   6   6   8   76 
Accumulated impairment losses   (56)   —   —   (8)   (64)
Balance as of December 31, 2019  $ —  $ 6  $ 6  $ —  $ 12


 


 
 
The Print Systems segment has two goodwill reporting units: Prepress Solutions and Electrophotographic Printing Solutions.  The Brand, Film and Imaging
segment has three goodwill reporting units: Consumer Products, Motion Picture, Industrial Chemicals and Films, and Kodak Technology Solutions and Kodak
Services for Business.  The Enterprise Inkjet Systems segment, Kodak Software segment, Advanced Materials and 3D Printing Technology segment and the
Eastman Business Park segment each have one goodwill reporting unit. As of December 31, 2019, goodwill is recorded in the Kodak Software and Consumer
Products reporting units.  Both reporting units have negative carrying values as of December 31, 2019.
 
Based upon the results of Kodak’s December 31, 2019 annual impairment test, no impairment of goodwill is indicated.
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The gross carrying amount and accumulated amortization by major intangible asset category as of December 31, 2019 and 2018 were as follows:
 


  As of December 31, 2019
  Gross Carrying   Accumulated       Weighted-Average
(in millions)  Amount   Amortization   Net   Amortization Period
Technology-based  $ 99  $ 76  $ 23  5 years
Kodak trade name   21   —   21  Indefinite life
Customer-related   11   8   3  4 years
Total  $ 131  $ 84  $ 47  


 


 
  As of December 31, 2018


  Gross Carrying   Accumulated       Weighted-Average
(in millions)  Amount   Amortization   Net   Amortization Period
Technology-based  $ 99  $ 70  $ 29  6 years
Kodak trade name   25   —   25  Indefinite life
Customer-related   11   7   4  5 years
Total  $ 135  $ 77  $ 58  


 


 
The annual impairment test of the Kodak trade name uses the income approach, specifically the relief from royalty method.  In the fourth quarters of both 2019
and 2018, Kodak concluded the carrying value of the Kodak trade name exceeded its fair value.  Pre-tax impairment charges of $4 million and $13 million,
respectively, are included in Other operating expense, net in the Consolidated Statement of Operations.
 
Amortization expense related to intangible assets was $7 million and $11 million for the years ended December 31, 2019 and 2018, respectively. 
 
Estimated future amortization expense related to intangible assets that are currently being amortized as of December 31, 2019 was as follows:
 


(in millions)     
2020  $ 6 
2021   5 
2022   5 
2023   4 
2024   4 
2025 and thereafter   2 
Total  $ 26


 


 
 
NOTE 6:  OTHER LONG-TERM ASSETS
 


  As of December 31,  
(in millions)  2019   2018  
Pension assets  $ 173  $ 82 
Estimated workers' compensation recoveries   18   17 
Long-term receivables, net of allowance of $4 million and $4 million   11   13 
Other   26   31 


Total  $ 228  $ 143
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NOTE 7:  OTHER CURRENT LIABILITIES
 


  As of December 31,  
(in millions)  2019   2018  
Employment-related liabilities  $ 38  $ 41 
Deferred revenue and customer deposits   43   42 
Customer rebates   23   26 
Deferred consideration on disposed businesses (1)   14   24 
Series A Preferred Stock dividends payable   14   6 
Restructuring liabilities   12   8 
Workers' compensation   10   9 
Transition services agreement prepayment   3   — 
Other   44   53 


Total  $ 201  $ 209
 


 
 (1) On September 3, 2013, Kodak consummated the sale of certain assets and the assumption of certain liabilities of the Personalized Imaging and


Document Imaging Businesses (“PI/DI Businesses”) to the trustee of the U. K. pension plan (and/or its subsidiaries, collectively the “KPP Purchasing
Parties”) for net cash consideration of $325 million. Up to $35 million in aggregate of the purchase price is subject to repayment if the PI/DI Business
does not achieve certain annual adjusted EBITDA targets over the four-year period ending December 31, 2018.  The PI/DI Business did not achieve the
adjusted annual EBITDA target for any year in the four-year period.  The amounts owed for 2015 and 2016 were paid in 2016 and 2017,
respectively.  The amount owed for 2017 was paid in 2019.  The maximum potential payment related to the year ending December 31, 2018 of $14
million was accrued at the time of the divestiture of the business.


 
The customer rebate amounts will potentially be settled through customer deductions applied to outstanding trade receivables in lieu of cash payments.
 
The Other component above consists of other miscellaneous current liabilities that, individually, were less than 5% of the total current liabilities component
within the Consolidated Statement of Financial Position, and therefore have been aggregated in accordance with Regulation S-X.
 
 
NOTE 8:  OTHER LONG-TERM LIABILITIES
 


  As of December 31,  
(in millions)  2019   2018  
Workers' compensation  $ 84  $ 83 
Embedded conversion option derivative liabilities   52   — 
Asset retirement obligations   48   48 
Deferred brand licensing revenue   18   6 
Deferred taxes   13   15 
Environmental liabilities   10   10 
Other   6   16 


Total  $ 231  $ 178
 


 
The Other component above consists of other miscellaneous long-term liabilities that, individually, were less than 5% of the total liabilities component in the
accompanying Consolidated Statement of Financial Position, and therefore have been aggregated in accordance with Regulation S-X.
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NOTE 9:  DEBT AND FINANCE LEASES


Debt and finance leases and related maturities and interest rates were as follows at December 31, 2019 and 2018:
 


          As of December 31,  
          2019   2018  
(in millions)


 Type  Maturity  
Weighted-Average


Effective
Interest Rate   Carrying Value   Carrying Value  


Current portion:                 
  Term note    9.43%   $ —  $ 394 


  
RED-Rochester,


LLC  2033  11.42%    1   — 
  Finance leases    Various    1   2 


           2   396 
                 


Non-current portion:                 
  Convertible debt  2021  11.72%    91   — 


  
RED-Rochester,


LLC  2033  11.42%    13   — 
  Finance leases  Various  Various    4   3 
  Other debt  Various  Various    1   2 


           109   5 
          $ 111  $ 401


 


 
Annual maturities of debt and finance leases outstanding at December 31, 2019 were as follows:
 


(in millions)
 


Carrying
Value   


Maturity
Value  


2020  $ 2  $ 2 
2021   92   114 
2022   2   2 
2023   1   1 
2024   1   1 
2025 and thereafter   13   13 
Total  $ 111  $ 133


 


 
Convertible Notes
On May 20, 2019, the Company and Longleaf Partners Small Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, which are
investment funds managed by Southeastern Asset Management, Inc. (the “Notes Purchasers”), entered into a Notes Purchase Agreement pursuant to which the
Company agreed to issue and sell to the Notes Purchasers, and the Notes Purchasers agreed to purchase from the Company, $100 million aggregate principal
amount of the Company’s 5.00% Secured Convertible Notes due 2021 (the “Convertible Notes”).  The transaction closed on May 24, 2019.  The proceeds were
used to repay the remaining first lien term loans outstanding ($83 million) under the Term Credit Agreement, which was terminated with the repayment.  The
remaining proceeds were used for general corporate purposes.  The Notes Purchasers also hold all outstanding shares of the Company’s 5.50% Series A
Convertible Preferred Stock (the “Series A Preferred Stock”), which vote with the shares of common stock on an as-converted basis, and are holders of shares of
the Company’s common stock, par value $0.01 per share (the “Common Stock”), as described below.
 
The Convertible Notes bear interest at a rate of 5.00% per annum, which will be payable in cash on their maturity date and, at the option of the Company, in
either cash or additional shares of Common Stock on any conversion date.  The payment of interest only at the maturity date has the same effect as delivering
additional debt instruments to the Holders of the Convertible Notes and therefore is considered Paid-In-Kind interest (“PIK”).  Therefore, PIK will be added to
the carrying value of the debt through the term and interest expense will be recorded using the effective interest method.
 
The maturity date of the Convertible Notes is initially November 1, 2021.  The Company has the option to extend the maturity of the Convertible Notes by up to
three years in the event that the Series A Preferred Stock is refinanced with debt or equity or the mandatory redemption date of the Series A Preferred Stock is
extended.  If the Convertible Notes maturity date is extended, the new maturity date must be no later than 30 days before the maturity date of any new debt or the
extended mandatory redemption date of the Series A Preferred Stock.
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The Convertible Notes are guaranteed by all of the subsidiaries of the Company that currently guarantee the ABL Credit Agreement (the “Subsidiary
Guarantors”), and are secured by a second priority lien on certain receivables, inventory and other assets of the Company and the Subsidiary Guarantors in which
the lenders under the ABL Credit Agreement have a first priority security interest.
 
Conversion Features
Holders of the Convertible Notes have the right to elect at any time to convert their Convertible Notes into shares of Common Stock at a conversion rate equal to
314.9785 shares of Common Stock per each $1,000 principal amount of Convertible Notes (based on a conversion price equal to $3.17482 per share of Common
Stock (the “Conversion Price”), which represents a 10% premium to the volume weighted average price of the shares of Common Stock for the five day trading
period ended on April 9, 2019 (the “Conversion Rate”)). The Conversion Rate and Conversion Price are subject to certain customary antidilution adjustments.
 
If the closing price of the Common Stock equals or exceeds 150% of the then-effective Conversion Price for 45 trading days within any period of 60 consecutive
trading days, with the last trading day of such 60 day period ending on the trading day immediately preceding the business day on which the Company issues a
press release announcing the mandatory conversion, the Company may elect to convert all outstanding Convertible Notes into shares of Common Stock at the
Conversion Rate then in effect.
 
In the event of certain fundamental transactions, the Notes Purchasers will have the right, within a period of 30 days following the occurrence of such transaction
(“Holder Fundamental Transaction Election Period”), to elect to either convert all or a portion of the Convertible Notes into shares of Common Stock at the
Conversion Rate then in effect, or to receive the shares of a successor entity, if any, or the Company, and any additional consideration receivable as a result of
such fundamental transaction. In addition, the Company will have the option, for a period of 30 days after the expiration of the Holder Fundamental Transaction
Election Period, to repay all of the remaining outstanding Convertible Notes at par, plus accrued and unpaid interest.
 
Embedded Derivatives
The Convertible Notes are considered more akin to a debt-type instrument and the economic characteristics and risks of the embedded conversion features and
term extension at the Company’s option were not considered clearly and closely related to the Convertible Notes.  Accordingly, these embedded features were
bifurcated from the Convertible Notes and separately accounted for on a combined basis at fair value as a single derivative liability.  Kodak allocated $14 million
of the net proceeds received to a derivative liability based on the aggregate fair value of the embedded features and term extension on the date of issuance which
reduced the net carrying value of the Convertible Notes.  The derivative is being accounted for at fair value with subsequent changes in the fair value being
reported as part of Other charges, net in the Consolidated Statement of Operations (refer to Note 14, “Financial Instruments”).
 
The carrying value of the Convertible Notes at the time of issuance, $84 million ($100 million aggregate gross proceeds less $14 million allocated to the
derivative liability and $2 million in transaction costs), is being accreted to the face amount using the effective interest method from the date of issuance through
the maturity date.
 
Convertible Notes Registration Rights Agreement
At the closing of the issuance and sale of the Convertible Notes, the Company entered into a registration rights agreement which provides the Notes Purchasers
with customary registration rights in respect of the shares of the Common Stock issuable upon conversion of the Convertible Notes.
 
Notes Purchasers’ Beneficial Ownership of Common Stock
Prior to the issuance of the Convertible Notes, the Notes Purchasers beneficially owned 4,960,000 shares of the Company’s Common Stock, representing 11.47%
of the shares of Common Stock outstanding as of December 31, 2019, and 2,000,000 shares of Series A Preferred Stock, which vote with the Common Stock on
an as-converted basis representing 26.58% of the shares of Common Stock outstanding as of December 31, 2019.  The Common Stock and Series A Preferred
Stock held by the Notes Purchasers represented 30.06% of the voting power of the outstanding capital stock of the Company as of December 31, 2019 giving
effect to the conversion of the Series A Preferred Stock.  On an as-converted basis, the Convertible Notes would represent 31,497,850 shares of Common Stock,
or 42.14% of the shares of Common Stock outstanding as of December 31, 2019 after giving effect to the issuance and conversion.  Assuming the conversion of
the Convertible Notes and based on the number of shares of Common Stock outstanding as of December 31, 2019, the Notes Purchasers would beneficially own
48.78% of the shares of Common Stock outstanding and their shares of Series A Preferred Stock will vote with the shares of Common Stock on an as-converted
basis, representing an aggregate of 55.60% of the voting power of the outstanding capital stock of the Company.
 
Credit Agreements
On September 3, 2013, the Company entered into a Senior Secured First Lien Term Credit Agreement (the “Term Credit Agreement”).  Additionally, the
Company and the Subsidiary Guarantors entered into an Asset Based Revolving Credit Agreement (together with the Term Credit Agreement, the “Credit
Agreements”).  Pursuant to the terms of the Credit Agreements, the Company was provided with term loan facilities in an aggregate principal amount of $420
million of first-lien term loans (the “First Lien Loans”).  On April 12, 2019, the Company repaid approximately $312 million of the First Lien Loans using
proceeds from the sale of FPD and on May 24, 2019 repaid the remaining First Lien Loans of approximately $83 million with the proceeds from the issuance of
the Convertible Notes.  
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The First Lien Loans bore interest at the rate of LIBOR plus 6.25% per annum, with a LIBOR floor of 1% or Alternate Base Rate (as defined in the Term Credit
Agreement) plus 5.25%.  
 
Amended and Restated Credit Agreement
On May 26, 2016, the Company and the Subsidiary Guarantors entered into an Amended and Restated Credit Agreement (the “ABL Credit Agreement”) with the
lenders party thereto (the “Lenders”), Bank of America, N.A., as administrative and collateral agent, and Bank of America, N.A. and JPMorgan Chase Bank,
N.A., as joint lead arrangers and joint bookrunners, which amended and restated the Original ABL Credit Agreement. Each of the capitalized but undefined
terms used in the context of describing the ABL Credit Agreement has the meaning ascribed to such term in the ABL Credit Agreement.
 
The Lenders will make available asset-based revolving loans (the “ABL Loans”) and letters of credit in an aggregate amount of up to $150 million, subject to the
Borrowing Base. The Company has issued approximately $80 million and $85 million of letters of credit under the ABL Credit Agreement as of December 31,
2019 and 2018, respectively.
 
The Company had approximately $22 million and $19 million of Excess Availability under the ABL Credit Agreement as of December 31, 2019 and 2018,
respectively.  Excess Availability is equal to the sum of (i) 85% of the amount of the Eligible Receivables less a Dilution Reserve, (ii) the lesser of 85% of Net
Orderly Liquidation Value or 75% of the Eligible Inventory, (iii) the lesser of 75% of Orderly Liquidation Value of Eligible Equipment or $7 million, as of
December 31, 2019 (which $7 million decreases by $1 million per quarter) and (iv) Eligible Cash less (a) Rent and Charges Reserves, (b) Principal Outstanding
and (c) Outstanding Letters of Credit.  Availability is subject to the borrowing base calculation, reserves and other limitations.
 
Under the ABL Credit Agreement, Kodak is required to maintain a minimum Fixed Charge Coverage Ratio of 1.00 to 1.00 when Excess Availability is less than
12.5% of lender commitments.  As of December 31, 2019 and 2018, 12.5% of lender commitments were $18.75 million. 
 
If Excess Availability falls below 12.5% of lender commitments, Kodak may, in addition to the requirement to be in compliance with the minimum Fixed Charge
Coverage Ratio, become subject to cash dominion control.  Since Excess Availability was greater than 12.5% of lender commitments at December 31, 2019 and
2018, Kodak is not required to have a minimum Fixed Charge Coverage Ratio of 1.0 to 1.0.
 
To ensure Excess Availability was greater than 12.5%, Kodak funded $22 million and $3 million to the Eligible Cash account held with the ABL Credit
Agreement Administrative Agent as of December 31, 2019 and 2018, respectively, which is classified as Restricted Cash in the Consolidated Statement of
Financial Position.
 
On January 27, 2020 Kodak exercised its right under the ABL Credit Agreement to permanently reduce lender commitments, reducing the commitments from
$150 million to $120 million.  As a result, the minimum Excess Availability decreased to $15 million from the previous minimum of $18.75 million.  
 
The ABL Loans bear interest at the rate of LIBOR plus 2.25% - 2.75% per annum or Base Rate plus 1.25% - 1.75% per annum based on Excess
Availability.  Each existing and future direct or indirect U.S. subsidiary of the Company (other than Immaterial Subsidiaries, Unrestricted Subsidiaries and
certain other subsidiaries) agreed to provide unconditional guarantees of the obligations of the Company under the Credit Agreements.  
 
The ABL Credit Agreement matures on May 26, 2021.
 
Each existing direct or indirect U.S. subsidiary of the Company (other than Immaterial Subsidiaries, Unrestricted Subsidiaries and certain other subsidiaries) has
provided an unconditional guarantee (and any such future subsidiaries must provide an unconditional guarantee) of the obligations of the Company under the
Credit Agreements.  Obligations under the ABL Agreement are secured by: (i) a first lien on cash, accounts receivable, inventory, machinery and equipment (the
“ABL Collateral”) and were also secured by (ii) a second lien on the Term Collateral (as defined below).  Subject to certain exceptions, obligations under the
Term Credit Agreement are secured by: (i) a first lien on all assets of the Company and the Subsidiary Guarantors, other than the ABL Collateral, including a
first lien on 100% of the stock of material domestic subsidiaries and 65% of the stock of material first-tier foreign subsidiaries (collectively the “Term
Collateral”) and (ii) a second lien on the ABL Collateral.  With the repayment of the First Lien Loans, the obligations under the ABL Agreement are now secured
by a first lien on the Term Collateral.  The aggregate carrying value of the Term Collateral and ABL Collateral as of December 31, 2019 and 2018 was $1,302
million and $1,310 million, respectively
 
Under the terms of the ABL Credit Agreement, the Company may designate Restricted Subsidiaries as Unrestricted Subsidiaries provided the aggregate sales of
all Unrestricted Subsidiaries are less than 7.5% of the consolidated sales of Kodak and the aggregate assets of all Unrestricted Subsidiaries are less than 7.5% of
Kodak’s consolidated assets.  Further, on a pro forma basis at the time of designation and immediately after giving effect thereto, Excess Availability must be at
least $30 million and the pro forma Fixed Charge Coverage Ratio must be no less than 1.0 to 1.0.  Upon designation of Unrestricted Subsidiaries, the Company is
required to provide to the Lenders reconciling statements to eliminate all financial information pertaining to Unrestricted Subsidiaries which is included in its
annual and quarterly financial statements.
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In March 2018, the Company designated five subsidiaries as Unrestricted Subsidiaries: Kodak PE Tech, LLC, Kodak LB Tech, LLC, Kodak Realty, Inc., Kodakit
Singapore Pte. Limited and KP Services (Jersey) Ltd.  This action allowed the Company to better position assets which may be monetized in the future and
address costs related to underutilized properties. Collectively, these subsidiaries have sales of approximately $12 million for both the years ended December 31,
2019 and 2018, which represents 1% of Kodak’s consolidated sales for both periods.  These subsidiaries had assets of $20 million and $21 million as of
December 31, 2019 and 2018, respectively, which represented 1% of Kodak’s consolidated assets as of such dates.  Each of the capitalized but undefined terms
has the meaning ascribed to such term in the Credit Agreements. EBITDA of the Unrestricted Subsidiaries, as calculated under the Term Credit Agreement and
the ABL Credit Agreement, is a loss and is excluded from the calculation of the Secured Leverage Ratio. Therefore, designating these Subsidiaries as
Unrestricted had the impact of improving the Secured Leverage Ratio.
 
Debt Reporting and Other Requirements
Reporting requirements under the ABL Credit Agreement require the Company to provide annual audited financial statements accompanied by an opinion of an
independent public accountant without a “going concern” or like qualification or exception and without any qualification or exception as to the scope of such
audit or other material qualification or exception, except for any such qualification or exception with respect to any indebtedness maturing within 364 days after
the date of such financial statements, and that the opinion be reasonably acceptable to the agent. On March 6, 2020 the Company obtained a waiver from the
agent and lenders under the ABL Credit Agreement with respect to any event of default under the reporting covenant that may be deemed to have occurred in
relation to the going concern explanatory paragraph in the 2019 Form 10-K audit report.  On March 31, 2019 the Company obtained a waiver from the agent and
lenders under the ABL Credit Agreement with respect to any event of default under the reporting covenant that may be deemed to have occurred in relation to the
going concern explanatory paragraph in the 2018 Form 10-K audit report.
 
The Convertible Notes and ABL Credit Agreement limit, among other things, the Company’s and the Subsidiary Guarantors’ ability to (i) incur indebtedness, (ii)
incur or create liens, (iii) dispose of assets, (iv) make restricted payments (including dividend payments, et al.) and (v) make investments (ABL Credit
Agreement only).  In addition to other customary affirmative covenants, the Convertible Notes and ABL Credit Agreement provide for a periodic delivery by the
Company of its various financial statements as set forth in the Convertible Notes and ABL Credit Agreement. Events of default under the Convertible Notes
and/or ABL Credit Agreement include, among others, failure to pay any principal, interest or other amount due under the applicable agreement, failure to deliver
conversion shares (Convertible Notes only), breach of specific covenants and a change of control of the Company (ABL Credit Agreement only).  Upon an event
of default, the applicable lenders may declare the outstanding obligations under the applicable agreement to be immediately due and payable and exercise other
rights and remedies provided for in such agreement.
 
RED-Rochester, LLC
In January 2019 Kodak entered into a series of agreements with RED-Rochester, LLC (“RED”), which provides utilities to the Eastman Business Park.  Kodak
received a payment of $14 million from RED. Kodak is required to pay a minimum annual payment to RED of approximately $2 million regardless of utility
usage. Kodak is accounting for the $14 million payment from RED as debt. The minimum payments required under the agreement from Kodak to RED will be
reported as a reduction of the debt and interest expense using the effective interest method.  The debt payments to RED continue until August 2033.
 
 
NOTE 10: REDEEMABLE, CONVERTIBLE SERIES A PREFERRED STOCK
 
On November 15, 2016, the Company issued 2,000,000 shares of 5.50% Series A Preferred Stock, no par value per share, for an aggregate purchase price of
$200 million, or $100 per share pursuant to a Series A Preferred Stock Purchase Agreement (the “Purchase Agreement”) with Southeastern Asset Management,
Inc. (“Southeastern”) and Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, which are investment funds
managed by Southeastern (such investment funds, collectively, the “Purchasers”), dated November 7, 2016.  The Company received net proceeds of $198 million
after issuance costs.  
 
The Company has classified the Series A Preferred Stock as temporary equity in the Consolidated Statement of Financial Position.  
 
Dividend and Other Rights
On November 14, 2016, the Company filed with the Department of Treasury of the State of New Jersey a Certificate of Amendment to the Second Amended and
Restated Certificate of Incorporation of the Company (the “Certificate of Designations”) which established the designation, number of shares, rights, preferences
and limitations of the Series A Preferred Stock which became effective upon filing.  The Series A Preferred Stock ranks senior to the Company’s common stock
(“Common Stock”) with respect to dividend rights and rights on liquidation, winding-up and dissolution.  The Series A Preferred Stock has a liquidation
preference of $100 per share, and the holders of Series A Preferred Stock are entitled to cumulative dividends payable quarterly in cash at a rate of 5.50% per
annum.  Until the third quarter of 2018 all dividends owed on the Series A Preferred Stock were declared and paid when due.  No quarterly dividend was
declared in the third or fourth quarters of 2018 or the first and second quarters of 2019.  The Company declared a quarterly cash dividend in the third quarter of
2019 which was paid in October 2019 and in the fourth quarter of 2019 that was paid in January 2020.  
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Holders of Series A Preferred Stock are entitled to vote together with the holders of the Common Stock as a single class, in each case, on an as-converted basis,
except where a separate class vote is required by law.  Holders of Series A Preferred Stock have certain limited special approval rights, including with respect to
the issuance of pari passu or senior equity securities of the Company.  
 
The Purchasers have the right to nominate members to the Company’s board of directors proportional to their ownership on an as converted basis, which initially
allows the Purchasers to nominate two members to the board.  If dividends on any Series A Preferred Stock are in arrears for six or more consecutive or non-
consecutive dividend periods, the holders of Series A Preferred Stock, voting with holders of all other preferred stock of the Company whose voting rights are
then exercisable, will be entitled to vote for the election of two additional directors in the next annual meeting and all subsequent meetings until all accumulated
dividends on such Series A Preferred Stock and other voting preferred stock have been paid or set aside. The nomination right of the Purchasers will be reduced
by two nominees at any time the holders of Series A Preferred Stock have the right to elect, or participate in the election of, two additional directors. Two of the
directors on the Company’s current board of directors were nominated by the Purchasers.
 
Conversion Features
Each share of Series A Preferred Stock is convertible, at the option of each holder at any time, into shares of Common Stock at the initial conversion rate of
5.7471 (equivalent to an initial conversion price of $17.40 per share of Common Stock).  If a holder elects to convert any shares of Series A Preferred Stock
during a specified period in connection with a fundamental change (as defined in the Certificate of Designations), the conversion rate will be adjusted under
certain circumstances and such holder will also be entitled to a payment in respect of accumulated dividends. If a holder elects to convert any shares of Series A
Preferred Stock during a specified period following a reorganization event (as defined in the Certificate of Designations), such holder can elect to have the
conversion rate adjusted. In addition, the Company will have the right to require holders to convert any shares of Series A Preferred Stock in connection with
certain reorganization events, in which case the conversion rate will be adjusted under certain circumstances.  If shares of Series A Preferred Stock are not
converted in connection with a reorganization event, such shares will become convertible into the exchanged property from the reorganization event.
 
The Company will have the right to convert Series A Preferred Stock into Common Stock at any time after the second anniversary of the initial issuance if the
closing price of the Common Stock has equaled or exceeded 125 percent of the then-effective conversion price for 45 trading days within a period of 60
consecutive trading days, with the last trading day of such 60 day period ending on the trading day immediately preceding the business day on which the
Company issues a press release announcing the mandatory conversion.  
 
The initial conversion rate and the corresponding conversion price are subject to customary anti-dilution adjustments as well as an adjustment if the Company is
obligated to make a cash payment under the settlement agreement relating to the remediation of historical environmental liabilities at EBP, as discussed in Note
13, “Guarantees”.
 
The Company concluded that the Series A Preferred Stock is considered more akin to a debt-type instrument and that the economic characteristics and risks of
the embedded conversion features, except where the conversion price is increased to the liquidation preference, were not considered clearly and closely related to
the Series A Preferred Stock.  Accordingly, these embedded conversion features were bifurcated from the Series A Preferred Stock and separately accounted for
on a combined basis at fair value as a single derivative.  The Company allocated $43 million of the net proceeds received to the derivative liability based on the
aggregate fair value of the embedded conversion features on the date of issuance which reduced the original carrying value of the Series A Preferred Stock.  The
derivative is being accounted for at fair value with subsequent changes in the fair value being reported as part of Other charges, net in the Consolidated Statement
of Operations. The fair value of the Series A Preferred Stock derivative as of December 31, 2019 was a liability of $1 million and is included in Other long-term
liabilities in the accompanying Consolidated Statement of Financial Position. The fair value of the derivative as of December 31, 2018 was an asset of $4 million
and is included within Other long-term assets in the accompanying Consolidated Statement of Financial Position. Refer to Note 14, “Financial Instruments” for
information on the valuation of the derivative.
 
The carrying value of the Series A Preferred Stock at the time of issuance, $155 million ($200 million aggregate gross proceeds less $43 million allocated to the
derivative liability and $2 million in transaction costs) is being accreted to the mandatory redemption amount using the effective interest method to Additional
paid in capital in the Consolidated Statement of Financial Position as a deemed dividend from the date of issuance through the mandatory redemption date,
November 15, 2021.
 
Redemption Features
If any shares of Series A Preferred Stock have not been converted prior to the fifth anniversary of the initial issuance of the Series A Preferred Stock, the
Company is required to redeem such shares at $100 per share plus the amount of accrued and unpaid dividends.  As the Company concluded that the Series A
Preferred Stock is considered more akin to a debt-type instrument, the redemption feature is considered to be clearly and closely related to the host contract and
therefore was not required to be separated from the Series A Preferred Stock.  
 
 
 
 
 


64







Series A Registration Rights Agreement
On November 15, 2016, the Company, Southeastern and the Purchasers entered into a Registration Rights Agreement (the “Series A Registration Rights
Agreement”), pursuant to which the Company agreed to register under the Securities Act and take certain actions with respect to the offer and sale by the
Purchasers of shares of Series A Preferred Stock purchased by the Purchasers and shares of Common Stock issuable upon conversion of the Series A Preferred
Stock and issuable pursuant to the terms of the Series A Preferred Stock (the “Series A registrable securities”).
 
Pursuant to the Registration Rights Agreement, the Company has filed with the SEC a shelf registration statement on Form S-3 that relates to the resale of the
Series A registrable securities and such registration statement has been declared effective by the SEC.  Upon the written demand of the relevant Purchaser(s), the
Company will facilitate a “takedown” of Series A registrable securities off of the registration statement but the Purchaser(s) may not, individually or collectively,
make more than four demands in the aggregate. Any demand for an underwritten offering of Series A Preferred Stock must have an aggregate market value
(based on the most recent closing price of the Common Stock into which the Series A Preferred Stock is convertible at the time of the demand) of at least $75
million.
 
The Series A Registration Rights Agreement does not entitle the Purchasers to piggyback registration rights.  The Series A Registration Rights Agreement is
binding upon the parties thereto and their successors and will inure to the benefit of each Purchaser and its successors and permitted assigns. Neither party may
assign the Series A Registration Rights Agreement without the prior written consent of the other party.
 
NOTE 11:  LEASES
 
Kodak as lessee
The table below presents the lease-related assets and liabilities on the balance sheet:


  Classification in the  December 31,  
(in millions)  Consolidated Statement of Financial Position  2019  
Assets       
Operating lease assets  Operating lease right-of-use assets  $ 49 
Finance lease assets  Property, plant and equipment, net   5 
Total lease assets    $ 54 
       
Liabilities       
Current       


Operating  Current portion of operating leases  $ 12 
Finance  Short-term borrowings and current portion of long-term debt   1 


Noncurrent       
Operating  Operating leases, net of current portion   48 
Finance  Long-term debt, net of current portion   4 


Total lease liabilities    $ 65 
       
Weighted-average remaining lease term     


Operating    7 years 
Finance (1)    338 years 


Weighted-average discount rate     
Operating (2)     14.12%
Finance     6.79%


 
 (1) One finance lease has a remaining term of 968 years.  The weighted-average lease term excluding the lease with a remaining term of 968 years is 4


years.
 


 (2) Upon adoption of ASC 842, Kodak’s incremental borrowing rate of 16.50% as of January 1, 2019 was used for existing operating leases.
 
Lease Costs
The table below presents certain information related to the lease expense for finance and operating leases.  Lease expense is presented gross of sublease
income.  See “Kodak as Lessor” section below for income from subleases.
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  Year Ended  
  December 31,  
(in millions)  2019  
Finance lease expense     


Amortization of leased assets  $ 3 
Interest on lease liabilities   — 


Operating lease expense   25 
Variable lease expense (1)   10 
Total lease expense  $ 38


 


 
 (1) Variable lease expense is related to real estate leases and primarily includes taxes, insurance and operating costs.


 
Other Information
The table below presents supplemental cash flow information related to leases.
 


  Year Ended  
  December 31,  
(in millions)  2019  
Cash paid for amounts included in the measurement of lease liabilities     
Operating cash flows for operating leases  $ 25 
Operating cash flow for finance leases   — 
Financing cash flow for finance leases   2 
  $ 27


 


 
 
Undiscounted Cash Flows
The table below reconciles the undiscounted cash flows for the next five years and thereafter to the finance lease liabilities and operating lease liabilities recorded
on the balance sheet.
 


(in millions)  Operating Leases   Finance Leases  
2020  $ 21  $ 1 
2021   15   1 
2022   17   1 
2023   9   — 
2024   8   — 
Thereafter   28   117 
Total minimum lease payments   98   120 
Less: amount of lease payments representing interest   (38)   (115)
Present value of future minimum lease payments   60   5 
Less: current obligations under leases   12   1 
Long-term lease obligations  $ 48  $ 4


 


 
Prior Period Disclosures under ASC 840
For the year ended December 31, 2018, operating lease expense was $21 million, net of sublease income of $7 million.
 
Future minimum contractual lease payments for operating leases having initial or remaining noncancelable lease terms in excess of one year as of December 31,
2018 were as follows:
 


(in millions)  
At December 31,


2018  
2019  $ 20 
2020   21 
2021   13 
2022   3 
2023   3 
Thereafter   7 
  $ 67
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Kodak as Lessor
Kodak’s net investment in sales-type leases as of December 31, 2019 was $4 million.  The current portion of the net investment in sales-type leases is included in
Trade receivables in the Consolidated Statement of Financial Position.  The portion of the net investment in sales-type leases due after one year is included in
Other long-term assets.
 
The table below reconciles the undiscounted cash flows to be received for the next five years and thereafter to the net investment in sales-type leases recorded in
the Consolidated Statement of Financial Position:
 


(in millions)     
2020  $ 2 
2021   1 
2022   1 
2023 and thereafter   — 
Total minimum lease payments   4 
Less: unearned interest   — 
Less: allowance for doubtful accounts   — 
Net investment in sales-type leases  $ 4


 


 
Undiscounted cash flows to be received for the next five years and thereafter for operating leases and subleases are:
 


(in millions)     
2020  $ 10 
2021   8 
2022   6 
2023   5 
2024   4 
Thereafter   14 
Total minimum lease payments  $ 47


 


 
Income recognized on operating lease arrangements for the year ended December 31, 2019 is presented below (income recognized for sales-type lease
arrangements is $0 million):
 


  Year Ended  
  December 31,  
(in millions)  2019  
Lease income - operating leases:     
Lease income  $ 9 
Sublease income   6 
Variable lease income (1)   6 


Total lease income  $ 21
 


 
 (1) Variable lease income primarily represents operating costs under real estate leases and incremental variable income based on usage under equipment


leases.
 
Equipment subject to operating leases and the related accumulated depreciation were as follows:
 


  As of December 31,  
(in millions)  2019   2018  
Equipment subject to operating leases  $ 29  $ 34 
Accumulated depreciation   (20)   (19)
Equipment subject to operating leases, net  $ 9  $ 15


 


 
Equipment subject to operating leases, net is included in Property, plant and equipment, net in the Consolidated Statement of Financial Position.
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NOTE 12:  COMMITMENTS AND CONTINGENCIES


Asset Retirement Obligations
Kodak’s asset retirement obligations primarily relate to asbestos contained in buildings that Kodak owns.  In many of the countries in which Kodak operates,
environmental regulations exist that require Kodak to handle and dispose of asbestos in a special manner if a building undergoes major renovations or is
demolished.  Otherwise, Kodak is not required to remove the asbestos from its buildings.  Kodak records a liability equal to the estimated fair value of its
obligation to perform asset retirement activities related to the asbestos, computed using an expected present value technique, when sufficient information exists
to calculate the fair value.  Kodak does not have a liability recorded related to every building that contains asbestos because Kodak cannot estimate the fair value
of its obligation for certain buildings due to a lack of sufficient information about the range of time over which the obligation may be settled through demolition,
renovation or sale of the building.


The following table provides asset retirement obligation activity (in millions):
 


  For the Year Ended December 31,  
  2019   2018  


Asset Retirement Obligations at start of period  $ 48  $ 43 
Liabilities incurred in the current period   3   3 
Liabilities settled in the current period   (6)   (3)
Accretion expense   2   2 
Revision in estimated cash flows   1   3 
Asset Retirement Obligations at end of period  $ 48  $ 48  


Other Commitments and Contingencies
As of December 31, 2019, the Company had outstanding letters of credit of $80 million issued under the ABL Credit Agreement as well as bank guarantees and
letters of credit of $7 million, surety bonds in the amount of $38 million, and restricted cash of $57 million, primarily to support compliance with the Excess
Availability threshold under the ABL Credit Agreement, to ensure the payment of possible casualty and workers compensation claims, environmental liabilities,
legal contingencies, rental payments, and to support various customs, hedging, tax and trade activities.  The restricted cash and deposits are recorded in
Restricted cash, Other current assets and Other long-term assets in the Consolidated Statement of Financial Position.


Kodak’s Brazilian operations are involved in various litigation matters and have received or been the subject of numerous governmental assessments related to
indirect and other taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and contract labor.  The tax
matters, which comprise the majority of the litigation matters, are primarily related to federal and state value-added taxes.  Kodak is disputing these matters and
intends to vigorously defend its position.  Kodak routinely assesses all these matters as to the probability of ultimately incurring a liability in its Brazilian
operations and records its best estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.  As of December 31, 2019, the
unreserved portion of these contingencies, inclusive of any related interest and penalties, for which there was at least a reasonable possibility that a loss may be
incurred, amounted to approximately $8 million.


In connection with assessments in Brazil, local regulations may require Kodak to post security for a portion of the amounts in dispute. As of December 31, 2019,
Kodak has posted security composed of $5 million of pledged cash reported within Restricted cash in the Consolidated Statement of Financial Position and liens
on certain Brazilian assets with a net book value of approximately $56 million.  Generally, any encumbrances on the Brazilian assets would be removed to the
extent the matter is resolved in Kodak's favor.


Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs, employment,
environmental, tort and health and safety matters, which are being handled and defended in the ordinary course of business.  Kodak is also subject, from time to
time, to various assertions, claims, proceedings and requests for indemnification concerning intellectual property, including patent infringement suits involving
technologies that are incorporated in a broad spectrum of Kodak’s products and claims arising out of Kodak’s licensing its brand.  These matters are in various
stages of investigation and litigation and are being vigorously defended.  Based on information currently available, Kodak does not believe that it is probable that
the outcomes in any of these matters, individually or collectively, will have a material adverse effect on its financial condition or results of operations. Litigation
is inherently unpredictable, and judgments could be rendered or settlements entered that could adversely affect Kodak’s operating results or cash flows in a
particular period.  Kodak routinely assesses all of its litigation and threatened litigation as to the probability of ultimately incurring a liability and records its best
estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.
 
 
NOTE 13:  GUARANTEES
 
In accordance with the terms of a settlement agreement concerning certain of the Company’s historical environmental liabilities at EBP, in the event the historical
liabilities exceed $99 million, the Company will become liable for 50% of the portion above $99 million with no limitation to the maximum potential future
payments.  There is no liability recorded related to this guarantee.
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Indemnifications
Kodak may, in certain instances, indemnify third parties when it sells businesses and real estate, and in the ordinary course of business with its customers,
suppliers, service providers and business partners.  Additionally, Kodak indemnifies officers and directors who are, or were, serving at Kodak’s request in such
capacities.  Historically, costs incurred to settle claims related to these indemnifications have not been material to Kodak’s financial position, results of operations
or cash flows.  Further, the fair value of any right to indemnification granted during the year ended December 31, 2019 was not material to Kodak’s financial
position, results of operations or cash flows.
 
Extended Warranty Arrangements
Kodak offers its customers extended warranty arrangements that are generally one year, but may range from three months to six years after the original warranty
period.  Kodak provides repair services and routine maintenance under these arrangements.  Kodak has not separated the extended warranty costs from the
routine maintenance service costs, as it is not practicable to do so.  Therefore, these costs have been aggregated in the discussion that follows.  The change in
Kodak's deferred revenue balance in relation to these extended warranty and maintenance arrangements, which is reflected in Other current liabilities in the
accompanying Consolidated Statement of Financial Position, was as follows:
 


(in millions)     
Deferred revenue on extended warranties as of December 31, 2017  $ 22 
New extended warranty and maintenance arrangements   105 
Recognition of extended warranty and maintenance arrangement
   revenue   (105)
Deferred revenue on extended warranties as of December 31, 2018   22 
New extended warranty and maintenance arrangements   98 
Recognition of extended warranty and maintenance arrangement
   revenue   (99)
Deferred revenue on extended warranties as of December 31, 2019  $ 21


 


 
Costs incurred under these extended warranty and maintenance arrangements for the years ended December 31, 2019 and 2018 amounted to $105 million and
$113 million, respectively.
 
 
NOTE 14:  FINANCIAL INSTRUMENTS
 
Kodak, as a result of its global operating and financing activities, is exposed to changes in foreign currency exchange rates and interest rates, which may
adversely affect its results of operations and financial position.  Kodak manages such exposures, in part, with derivative financial instruments.  Foreign currency
forward contracts are used to mitigate currency risk related to foreign currency denominated assets and liabilities, as well as forecasted foreign currency
denominated intercompany assets.  Kodak’s exposure to changes in interest rates results from its investing and borrowing activities used to meet its liquidity
needs.  Kodak does not utilize financial instruments for trading or other speculative purposes.


Kodak’s foreign currency forward contracts are not designated as hedges and are marked to market through net earnings (loss) at the same time that the exposed
assets and liabilities are re-measured through net earnings (loss) (both in Other charges, net in the Consolidated Statement of Operations).  The notional amount
of such contracts open at December 31, 2019 and 2018 was approximately $332 million and $415 million, respectively.  The majority of the contracts of this type
held by Kodak at December 31, 2019 and 2018 were denominated in euros, Japanese yen, Chinese renminbi and Swiss francs.  The net effect of foreign currency
forward contracts in the results of operations is shown in the following table:
 


  Year Ended December 31,  
(in millions)  2019   2018  
Net loss from derivatives not designated as hedging
   instruments  $ 4  $ 10


 


 
Kodak had no derivatives designated as hedging instruments for the years ended December 31, 2019 and 2018.


Kodak’s derivative counterparties are high-quality investment or commercial banks with significant experience with such instruments.  Kodak manages exposure
to counterparty credit risk by requiring specific minimum credit standards and diversification of counterparties.  Kodak has procedures to monitor the credit
exposure amounts.  The maximum credit exposure at December 31, 2019 was not significant to Kodak.


In the event of a default under the Company’s ABL Credit Agreement, or a default under any derivative contract or similar obligation of Kodak, subject to
certain minimum thresholds, the derivative counterparties would have the right, although not the obligation, to require immediate settlement of some or all open
derivative contracts at their then-current fair value, but with liability positions netted against asset positions with the same counterparty.
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As discussed in Note 9, “Debt and Finance Leases”, the Company concluded that the Convertible Notes are considered more akin to a debt-type instrument and
that the economic characteristics and risks of the embedded conversion features and term extension option were not considered clearly and closely related to the
Convertible Notes.  The embedded conversion features not considered clearly and closely related are the conversion at the option of the holder (“Optional
Conversion”) and the conversion in the event of a fundamental change or reorganization (“Fundamental Change or Reorganization Conversion”). Accordingly,
these embedded conversion features and term extension option were bifurcated from the Convertible Notes and separately accounted for on a combined basis as a
single derivative asset or liability.  The derivative is in a liability position at December 31, 2019 and is reported in Other long-term liabilities in the Consolidated
Statement of Financial Position.  The derivative is being accounted for at fair value with changes in fair value being reported in Other charges, net in the
Consolidated Statement of Operations.
 
As discussed in Note 10, “Redeemable, Convertible, Series A Preferred Stock”, Kodak concluded that the Series A Preferred Stock is considered more akin to a
debt-type instrument and that the economic characteristics and risks of the embedded conversion features, except where the conversion price was increased to the
liquidation preference, were not considered clearly and closely related to the Series A Preferred Stock.  The embedded conversion features not considered clearly
and closely related are the conversion at the option of the holder; the ability of Kodak to automatically convert the stock after the second anniversary of issuance
and the conversion in the event of a fundamental change or reorganization. Accordingly, these embedded conversion features were bifurcated from the Series A
Preferred Stock and separately accounted for on a combined basis as a single derivative asset or liability which is reported in Other long-term liabilities in the
Consolidated Statement of Financial Position as of December 31, 2019 and Other long-term assets in the Consolidated Statement of Financial Position as of
December 31, 2018.  The derivative is being accounted for at fair value with changes in fair value being reported in Other charges, net in the Consolidated
Statement of Operations.
 
Fair Value
Fair values of Kodak’s foreign currency forward contracts are determined using observable inputs (Level 2 fair value measurements) and are based on the present
value of expected future cash flows (an income approach valuation technique) considering the risks involved and using discount rates appropriate for the duration
of the contracts.  The gross fair value of foreign currency forward contracts in an asset position are reported in Other current assets in the Consolidated Statement
of Financial Position and the gross fair value of foreign currency contracts in a liability position are reported in Other current liabilities.  The gross fair value of
foreign currency forward contracts in an asset position as of December 31, 2019 and 2018 was $1 million and $3 million, respectively. The gross fair value of the
foreign currency forward contracts in a liability position as of December 31, 2019 and 2018 were $0 million and $1 million, respectively.
 
The fair value of the embedded conversion features and term extension option derivatives are calculated using unobservable inputs (Level 3 fair
measurements).  The value of the Optional Conversion feature associated with both the Convertible Notes and Series A Preferred Stock is calculated using a
binomial lattice model.  The value of the term extension option reflects the probability weighted average value of the Convertible Notes using the original
maturity date and a hypothetical extended maturity date, with all other contractual terms unchanged.  The following tables present the key inputs in the
determination of fair value for the embedded conversion features and termination option derivatives.
 
Convertible Notes:
 


  Valuation Date  
      May 24,  
  December 31,   2019  
  2019   (Inception)  


Total value of embedded derivative liability (in millions)  $ 51  $ 14 
Kodak's closing stock price   4.65   2.31 
Expected stock price volatility   104.61%   92.48%
Risk free rate   1.58%   2.13%
Yield on the convertible notes   11.52%   11.98%


 
Series A Preferred Stock:


  Valuation Date  
  December 31,  
  2019   2018  


Total value of embedded derivative liability (asset) (in millions)  $ 1  $ (4)
Kodak's closing stock price   4.65   2.55 
Expected stock price volatility   104.61%   95.55%
Risk free rate   1.58%   2.46%
Yield on the preferred stock   16.27%   23.77%
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The Fundamental Change and Reorganization Conversion values at issuance were calculated as the difference between the total value of the Convertible Notes or
Series A Preferred Stock, as applicable, and the sum of the net present value of the cash flows if the Convertible Notes are repaid at their maturity or the Series A
Preferred Stock is redeemed on its fifth anniversary and the values of the other embedded derivatives. The Fundamental Change and Reorganization Conversion
value reduces the value of the embedded conversion features and term extension option derivative liability.  Other than events which alter the likelihood of a
fundamental change or reorganization event, the value of the Fundamental Change and Reorganization Conversion reflect the value as of the issuance date,
amortized for the passage of time.  The Fundamental Change and Reorganization Conversion value for the Series A Preferred Stock exceeded the value of the
embedded conversion features derivative liability at December 31, 2018 resulting in the derivative being reported as an asset.
 
The fair values of long-term borrowings were $111 million and $5 million at December 31, 2019 and 2018, respectively.
 
Fair values of long-term borrowings (Level 2 fair value measurements) are determined by reference to quoted market prices, if available, or by pricing models
based on the value of related cash flows discounted at current market interest rates.  At December 31, 2018, the fair value of current portion of long-term
borrowings was also determined by reference to quoted market prices of similar instruments, if available, or by pricing models based on the value of related cash
flows discounted at current market interest rates.  The fair value of the current portion of long-term borrowings was $378 million at December 31, 2018.
 
Transfers between levels of the fair value hierarchy are recognized based on the actual date of the event or change in circumstances that caused the
transfer.  There were no transfers between levels of the fair value hierarchy during the year ended December 31, 2019.


The carrying values of cash and cash equivalents and restricted cash approximate their fair values.  In addition, the fair value of the current portion of long-term
borrowings approximated its fair value at December 31, 2019.
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NOTE 15:  REVENUE
 
Disaggregation of Revenue
The following tables present revenue disaggregated by major product, portfolio summary and geography.
 
Major product:
 
  Year Ended  
  December 31, 2019  


  
Print


Systems   


Enterprise
Inkjet


Systems   
Kodak


Software   


Brand, Film
and


Imaging   


Advanced
Materials


and 3D
Printing


Technology   


Eastman
Business


Park   Total  
Plates, inks and other
   consumables  $ 620  $ 34  $ —  $ 11  $ —  $ —  $ 665 
Ongoing service
   arrangements (1)   126   72   44   3   —   —   245 


Total Annuities   746   106   44   14   —   —   910 
Equipment & Software   77   22   12   —   —   —   111 
Film and chemicals   —   —   —   166   —   —   166 
Other (2)   13   —   —   29   3   10   55 
Total  $ 836  $ 128  $ 56  $ 209  $ 3  $ 10  $ 1,242 
                             
  Year Ended  
  December 31, 2018  


  
Print


Systems   


Enterprise
Inkjet


Systems   
Kodak


Software   


Brand, Film
and


Imaging   


Advanced
Materials


and 3D
Printing


Technology   


Eastman
Business


Park   Total  
Plates, inks and other
   consumables  $ 685  $ 32  $ —  $ 16  $ —  $ —  $ 733 
Ongoing service
   arrangements (1)   133   79   48   3   —   —   263 


Total Annuities   818   111   48   19   —   —   996 
Equipment & Software   78   25   17   —   —   —   120 
Film and chemicals   —   —   —   161   —   —   161 
Other (2)   —   —   —   30   4   9   43 
Total  $ 896  $ 136  $ 65  $ 210  $ 4  $ 9  $ 1,320


 


 
 
 (1) Service revenue in the Consolidated Statement of Operations includes the ongoing service revenue shown above as well as revenue from project-based


document management and managed print services businesses, which is included in Other above.
 


 (2) Other includes revenue from professional services, non-recurring engineering services, print and managed media services, tenant rent and related
property management services and licensing.
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Product Portfolio Summary:
 
  Year Ended  
  December 31, 2019  


  Print Systems  


Enterprise
Inkjet


Systems   
Kodak


Software   


Brand, Film
and


Imaging   


Advanced
Materials and
3D Printing
Technology   


Eastman
Business


Park   Total  
Growth engines (1)  $ 180  $ 84  $ 56  $ 29  $ 3  $ —  $ 352 
Strategic other businesses (2)   625   —   —   169   —   10   804 
Planned declining
   businesses (3)   31   44   —   11   —   —   86 
  $ 836  $ 128  $ 56  $ 209  $ 3  $ 10  $ 1,242 
                             
  Year Ended  
  December 31, 2018  


  Print Systems  


Enterprise
Inkjet


Systems   
Kodak


Software   


Brand, Film
and


Imaging   


Advanced
Materials and
3D Printing
Technology   


Eastman
Business


Park   Total  
Growth engines (1)  $ 159  $ 84  $ 65  $ 30  $ 3  $ —  $ 341 
Strategic other businesses (2)   701   —   —   164   1   9   875 
Planned declining
   businesses (3)   36   52   —   16   —   —   104 
  $ 896  $ 136  $ 65  $ 210  $ 4  $ 9  $ 1,320


 


 
 


 (1) Growth engines consist of Sonora; PROSPER; Kodak Software; AM3D, excluding intellectual property (IP) licensing; and brand licensing.
 


 (2) Strategic Other Businesses include plates, Computer to Plate (“CTP”) and related service, and Nexpress and related toner business in the Print Systems
segment, Motion Picture and Industrial Film and Chemicals in the Brand, Film and Imaging segment, the Eastman Business Park segment and IP
licensing.


 
 (3) Planned Declining Businesses are product lines where the decision has been made to stop new product development and manage an orderly expected


decline in the installed product and annuity base. These product families consist of Consumer Inkjet in the Brand, Film and Imaging segment,
Versamark in the Enterprise Inkjet Systems segment and Digimaster in the Print Systems segment.
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Geography (1):
  Year Ended  
  December 31, 2019  


  Print Systems   


Enterprise
Inkjet


Systems   
Kodak


Software   


Brand, Film
and


Imaging   


Advanced
Materials and
3D Printing
Technology   


Eastman
Business Park   Total  


United States  $ 231  $ 52  $ 25  $ 131  $ 3  $ 10  $ 452 
Canada   17   2   3   2   —   —   24 


North America   248   54   28   133   3   10   476 
Europe, Middle East and Africa   327   42   18   21   —   —   408 
Asia Pacific   214   30   8   54   —   —   306 
Latin America   47   2   2   1   —   —   52 
Total Sales  $ 836  $ 128  $ 56  $ 209  $ 3  $ 10  $ 1,242 


  
  Year Ended  
  December 31, 2018  


  Print Systems   


Enterprise
Inkjet


Systems   
Kodak


Software   


Brand, Film
and


Imaging   


Advanced
Materials and
3D Printing
Technology   


Eastman
Business Park   Total  


United States  $ 234  $ 45  $ 29  $ 127  $ 4  $ 9  $ 448 
Canada   13   1   4   2   —   —   20 


North America   247   46   33   129   4   9   468 
Europe, Middle East and Africa   367   56   22   20   —   —   465 
Asia Pacific   226   31   8   59   —   —   324 
Latin America   56   3   2   2   —   —   63 
Total Sales  $ 896  $ 136  $ 65  $ 210  $ 4  $ 9  $ 1,320


 


 
 
 (1) Sales are reported in the geographic area in which they originate.  No non-U.S. country generated more than 10% of net sales in the year ended


December 31, 2019.
 
Contract Balances
The timing of revenue recognition, billings and cash collections results in billed trade receivables, unbilled receivables (contract assets), and customer advances
and deposits (contract liabilities) in the Consolidated Statement of Financial Position.  The contract assets are transferred to trade receivables when the rights to
consideration become unconditional.   The amounts recorded for contract assets at December 31, 2019 and 2018 were $4 million and $3 million, respectively,
and are reported in Other current assets in the Consolidated Statement of Financial Position.  The contract liabilities primarily relate to prepaid service contracts,
upfront payments for certain equipment purchases or prepaid royalties on intellectual property arrangements.  The amounts recorded for contract liabilities at
December 31, 2019 and 2018 were $61 million and $48 million, respectively, of which $43 million and $42 million, respectively, are reported in Other current
liabilities and $18 million and $6 million, respectively, are reported in Other long-term liabilities in the Consolidated Statement of Financial Position.
 
Revenue recognized for the years ended December 31, 2019 and 2018 that was included in the contract liability balance at the beginning of the year was $34
million in both years and primarily represented revenue from prepaid service contracts and equipment revenue recognition.  Contract liabilities as of
December 31, 2019 and 2018 included $47 million and $36 million, respectively of cash payments received during the years ended December 31, 2019 and
2018, respectively .
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NOTE 16:  OTHER OPERATING EXPENSE, NET
 


  Year Ended December 31,  
(in millions)  2019   2018  
Expense (income):         
Loss (gain) related to the sales of assets (1)  $ 14  $ (13)
Transition services agreement income   (6)   — 
Asset impairments (2), (3)   6   13 
Korea withholding tax refund (4)   —   16 
Legal reserve changes   —   (6)
Other   1   (1)


Total  $ 15  $ 9
 


 
 (1) In the third quarter of 2019, Kodak sold its shares of Kodak (China) Graphic Communication Co., Ltd. and recognized a loss of $12 million.  Refer to


Note 30 “Assets Held for Sale”.
 


 (2) In the fourth quarter of 2019, Kodak determined the carrying value of one building no longer in use exceeded its fair value and recorded an impairment
charge of $2 million. ”
 


 (3) In the fourth quarters of 2019 and 2018, Kodak recorded impairment charges of $4 million and $13 million, respectively, related to the Kodak trade
name. Refer to Note 5, “Goodwill and Other Intangible Assets”.


 (4)   Refer to Note 18, “Income Taxes”, section, “IRS and Korean National Tax Service Agreement”.  


 
NOTE 17:  OTHER CHARGES, NET
 


  Year Ended December 31,  
(in millions)  2019   2018  
Change in fair value of embedded conversion features
   derivative (1)  $ 42  $ — 
Loss on foreign exchange transactions   3   16 
Other   1   1 
Total  $ 46  $ 17


 


 
 (1)  Refer to Note 14, “Financial Instruments”.


 
 


NOTE 18:  INCOME TAXES
 
The components of Loss from continuing operations before income taxes and the related provision (benefit) for U.S. and other income taxes were as
follows (in millions):


  Year Ended December 31,  
  2019   2018  
(Loss) earnings from continuing operations before
   income taxes:         
U.S.  $ (68)  $ (46)
Outside the U.S.   8   33 


Total  $ (60)  $ (13)
U.S. income taxes:         


Current benefit  $ —  $ (30)
Deferred provision   —   1 


Income taxes outside the U.S.:         
Current provision   7   4 
Deferred provision   24   21 
Total provision  $ 31  $ (4)
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The differences between income taxes computed using the U.S. federal income tax rate and the provision (benefit) for income taxes for continuing operations
were as follows (in millions):
 


  Year Ended December 31,  
  2019   2018  
Amount computed using the statutory rate  $ (13)  $ (3)
Increase (reduction) in taxes resulting from:         


Unremitted foreign earnings   (1)   2 
Operations outside the U.S.   22   28 
Legislative tax law and rate changes   1   7 
Valuation allowance   11   (18)
Tax settlements and adjustments, including interest   2   (33)
Discharge of debt and other reorganization related items   —   13 
Embedded derivative liability   9   — 


Provision (benefit) from income taxes  $ 31  $ (4)
 
IRS and Korean National Tax Service Agreement
In June 2012, Kodak filed a Request for Competent Authority Assistance with the United States Internal Revenue Service (IRS). The request related to a
potential double taxation issue with respect to patent licensing royalty payments received by Kodak in 2010. In October 2018, an agreement was reached by the
IRS and Korean National Tax Service, resulting in a partial refund of Korean withholding taxes in the amount of $32 million. Kodak had previously agreed with
the licensee that made the royalty payments that any refunds of the related Korean withholding taxes would be shared equally between Kodak and the licensee. 
Kodak received the $16 million net payment in the fourth quarter of 2018.  The full $32 million refund was reflected as an income tax benefit in the fourth
quarter of 2018.  The $16 million payment to the licensee was reported in other operating expenses, resulting in a net benefit to net income of $16 million.
 
The significant components of deferred tax assets and liabilities were as follows (in millions):
 


  As of December 31,  
  2019   2018  
Deferred tax assets         


Pension and postretirement obligations  $ 39  $ 62 
Restructuring programs   2   1 
Leasing   1   — 
Foreign tax credit   355   357 
Inventories   8   10 
Investment tax credit   46   48 
Employee deferred compensation   24   23 
Depreciation   41   64 
Research and development costs   56   67 
Tax loss carryforwards   325   338 
Other deferred revenue   2   1 
Other   86   67 


Total deferred tax assets  $ 985  $ 1,038 
         
Deferred tax liabilities         


Leasing  $ —  $ 2 
Goodwill/intangibles   11   16 
Unremitted foreign earnings   19   22 


Total deferred tax liabilities   30   40 
Net deferred tax assets before valuation allowance   955   998 
Valuation allowance   821   853 


Net deferred tax assets  $ 134  $ 145
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Deferred tax assets (liabilities) are reported in the following components within the Consolidated Statement of Financial Position (in millions):
 


  As of December 31,  
  2019   2018  
Deferred income taxes  $ 147  $ 160 
Other long-term liabilities   (13)   (15)
Net deferred tax assets  $ 134  $ 145


 


 
As of December 31, 2019, Kodak had available domestic and foreign NOL carry-forwards for income tax purposes of approximately $1,452 million, of which
approximately $639 million have an indefinite carry-forward period.  The remaining $813 million expire between the years 2020 and 2038.  As of December 31,
2019, Kodak had unused foreign tax credits and investment tax credits of $355 million and $46 million, respectively, with various expiration dates through 2035.
 
Utilization of NOL carry-forwards and tax credits may be subject to limitations in the event of significant changes in stock ownership of the Company in the
future. Section 382 of the Internal Revenue Code of 1986, as amended, imposes annual limitations on the utilization of NOL carryforwards, other tax
carryforwards, and certain built-in losses as defined under that Section, upon an ownership change. In general terms, an ownership change may result from
transactions that increase the aggregate ownership of certain stockholders in Kodak’s stock by more than 50 percentage points over a three-year testing period.
 
Kodak had deferred tax liabilities of $19 million and $22 million for potential taxes on the undistributed earnings, including foreign withholding taxes, as of
December 31, 2019 and 2018, respectively.
 
Kodak’s valuation allowance as of December 31, 2019 was $821 million.  Of this amount, $168 million was attributable to Kodak’s net deferred tax
assets outside the U.S. of $322 million, and $653 million related to Kodak’s net deferred tax assets in the U.S. of $633 million, for which Kodak
believes it is not more likely than not that the assets will be realized.
 
Kodak’s valuation allowance as of December 31, 2018 was $853 million.  Of this amount, $155 million was attributable to Kodak’s net deferred tax
assets outside the U.S. of $322 million, and $698 million related to Kodak’s net deferred tax assets in the U.S. of $676 million, for which Kodak
believes it is not more likely than not that the assets will be realized.
 
During 2019 and 2018, Kodak determined that it was more likely than not that a portion of the deferred tax assets outside the U.S. would not be realized due to
reduced sales volumes and profits in locations outside the U.S. and accordingly recorded a provision of $19 million and $15 million, respectively, associated with
the establishment of a valuation allowance on those deferred tax assets.  Additionally, during 2018, Kodak determined that it was more likely than not that a
portion of the deferred tax assets outside the U.S. would be realized as a result of increased profits in a location outside the U.S. and accordingly recorded a
benefit $4 million  associated with the release of a valuation allowance on those deferred tax assets.
 
The net deferred tax assets in excess of the valuation allowance of approximately $134 million and $145 million as of December 31, 2019 and 2018, respectively,
relate primarily to NOL carry-forwards, certain tax credits, and pension related tax benefits for which Kodak believes it is more likely than not that the assets will
be realized.


Accounting for Uncertainty in Income Taxes


A reconciliation of the beginning and ending amount of Kodak’s liability for income taxes associated with unrecognized tax benefits is as follows
(in millions):


  Year Ended December 31,  
  2019   2018  
Balance as of January 1  $ 57  $ 61 
Tax positions related to the current year:         
Additions   —   — 
Tax positions related to prior years:         
Additions   1   1 
Reductions   (1)   (5)
Settlements with taxing jurisdictions   (3)   — 
Balance as of December 31  $ 54  $ 57


 


 
Kodak’s policy regarding interest and/or penalties related to income tax matters is to recognize such items as a component of income tax (benefit)
expense.  Kodak had approximately $14 million and $16 million of interest and penalties associated with uncertain tax benefits accrued as of December 31, 2019
and 2018, respectively.
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Kodak had uncertain tax benefits of approximately $20 million and $26 million as of December 31, 2019 and 2018, respectively, that, if recognized, would affect
the effective income tax rate.  Kodak has classified certain income tax liabilities as current or noncurrent based on management’s estimate of when these
liabilities will be settled.  The current liabilities are recorded in Other current liabilities in the Consolidated Statement of Financial Position.  Noncurrent income
tax liabilities are recorded in Other long-term liabilities in the Consolidated Statement of Financial Position.


It is reasonably possible that the liability associated with Kodak’s unrecognized tax benefits will increase or decrease within the next twelve months.  These
changes may be the result of settling ongoing audits or the expiration of statutes of limitations.  Such changes to the unrecognized tax benefits could range from
$40 million to $50 million based on current estimates, which includes a U.S. federal audit issue related to years 2013 and 2014.  Audit outcomes and the timing
of audit settlements are subject to significant uncertainty.  Although management believes that adequate provision has been made for such issues, there is the
possibility that the ultimate resolution of such issues could have an adverse effect on the earnings of Kodak.  Conversely, if these issues are resolved favorably in
the future, the related provision would be reduced, thus having a positive impact on earnings.
 
During 2019, Kodak reached a settlement outside of the U.S. and settled an audit for calendar years 2005-2008.  Kodak originally recorded liabilities for
uncertain tax positions (“UTPs”) totaling $3 million (plus interest of approximately $3 million).  Kodak paid $2 million in 2019 as result of this settlement and
will pay the remaining $4 million by April 2020.
 
During 2018, Kodak agreed to terms with a tax authority outside of the U.S. and settled audit issues related to calendar years 2006-2007. Kodak originally
recorded liabilities for UTPs totaling $1 million (plus interest of approximately $1 million). The settlement resulted in a reduction in Other current liabilities in
the Consolidated Statement of Financial Position and other taxes and the recognition of a $2 million tax benefit.
 
Kodak is subject to taxation and files income tax returns in the U.S. federal jurisdiction and in many state and foreign jurisdictions.  Kodak has substantially
concluded all U.S. federal and state income tax matters for years through 2012 with respective tax authorities.  Kodak is currently under examination by the
Internal Revenue Service (‘IRS”) for years 2013 and 2014.  With respect to countries outside the U.S., Kodak has substantially concluded all material foreign
income tax matters through 2012 with respective foreign tax jurisdiction authorities.
 
On February 21, 2020, Kodak agreed to terms with the IRS and settled the federal audit for calendar years 2013 and 2014.  For these years, Kodak originally
recorded a federal UTP totaling $41 million, which was fully offset by tax attributes.  This settlement will result in an increase in net deferred tax assets and will
be fully offset by a corresponding increase in Kodak’s U.S. valuation allowance, resulting in no net tax benefit.
 
 
NOTE 19:  RESTRUCTURING COSTS AND OTHER


Kodak recognizes the need to continually rationalize its workforce and streamline its operations in the face of ongoing business and economic changes.  Charges
for restructuring initiatives are recorded in the period in which Kodak commits to a formalized restructuring plan, or executes the specific actions contemplated
by the plan and all criteria for liability recognition under the applicable accounting guidance have been met.
 
The activity in the accrued balances and the non-cash charges and credits incurred in relation to restructuring programs during the two years ended December 31,
2019 were as follows (in millions):
 


  
Severance
Reserve (1)   


Exit Costs
Reserve (1)   


Long-lived
Asset


Impairments
and Inventory


Write-downs (1)   Total  
Balance as of December 31, 2017  $ 6  $ 4  $ —  $ 10 
Charges   17   —   —   17 
Utilization/cash payments   (12)   (2)   —   (14)
Other adjustments & reclasses (2)   (5)   —   —   (5)
Balance as of December 31, 2018   6   2   —   8 
Charges   16   —   —   16 
Utilization/cash payments   (8)   (1)   —   (9)
Other adjustments & reclasses (2)   (3)   —   —   (3)
Balance as of December 31, 2019  $ 11  $ 1  $ —  $ 12


 


 
(1) The severance and exit costs reserves require the outlay of cash, while long-lived asset impairments, accelerated depreciation and inventory write-downs


represent non-cash items.


(2) The $3 million and $5 million represent severance charges funded from pension plan assets, which were reclassified to Pension and other postretirement
liabilities.
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2018 Activity


Restructuring actions taken in 2018 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included cost
rationalization in France, consolidation of R&D sites in Israel, EPS manufacturing cost reductions in Germany, and various targeted reductions in manufacturing,
service, sales, research and development, and other administrative functions.


As a result of these actions, for the year ended December 31, 2018 Kodak recorded $17 million of charges which were reported as Restructuring costs and
other in the accompanying Consolidated Statement of Operations.


The 2018 severance costs related to the elimination of approximately 285 positions, including approximately 115 administrative, 100 manufacturing/service, and
70 research and development positions.  The geographic composition of these positions included approximately 130 in the U.S. and Canada, and 155 throughout
the rest of the world.
 
2019 Activity


Restructuring actions taken in 2019 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included
various targeted reductions in manufacturing, service, sales, research and development, and other administrative functions.


As a result of these actions, for the year ended December 31, 2019 Kodak recorded $16 million of charges which were reported as Restructuring costs and other
in the accompanying Consolidated Statement of Operations.


The 2019 severance costs related to the elimination of approximately 220 positions, including approximately 150 administrative, 65 manufacturing/service, and 5
research and development positions.  The geographic composition of these positions included approximately 90 in the U.S. and Canada, and 130 throughout the
rest of the world.
 
As a result of these initiatives, the majority of the severance will be paid during periods through the end of the third quarter of 2020.  The exit cost reserves
primarily relate to a liability whose payment timing is uncertain.
 
 
NOTE 20:  RETIREMENT PLANS


Substantially all U.S. employees are covered by a noncontributory defined benefit plan, the Kodak Retirement Income Plan (“KRIP”), which is funded by
Company contributions to an irrevocable trust fund.  The funding policy for KRIP is to contribute amounts sufficient to meet minimum funding requirements as
determined by employee benefit and tax laws plus any additional amounts the Company determines to be appropriate.  Assets in the trust fund are held for the
sole benefit of participating employees and retirees.  They are composed of corporate equity and debt securities, U.S. government securities, partnership
investments, interests in pooled funds, commodities, real estate, and various types of interest rate, foreign currency, debt, and equity market financial instruments.


For U.S. employees hired prior to March 1999, KRIP’s benefits were generally based on a formula recognizing length of service and final average
earnings.  KRIP included a separate cash balance formula for all U.S. employees hired after February 1999, as well as employees hired prior to that date who
opted into the cash balance formula during a special election period.  Effective January 1, 2015 the KRIP was amended to provide that all participants accrue
benefits under a single, revised cash balance formula (the “Cash Balance Plan”).  The Cash Balance Plan credits employees' hypothetical accounts with an
amount equal to either 7% or 8% of their pay, plus interest based on the 30-year Treasury bond rate.  Effective January 1, 2020, the credits will increase to either
9% or 10% of pay.


Many subsidiaries and branches operating outside the U.S. have defined benefit retirement plans covering substantially all employees.  Contributions by Kodak
for these plans are typically deposited under government or other fiduciary-type arrangements.  Retirement benefits are generally based on contractual
agreements that provide for benefit formulas using years of service and/or compensation prior to retirement.  The actuarial assumptions used for these plans
reflect the diverse economic environments within the various countries in which Kodak operates.


Information on the major funded and unfunded U.S. and Non-U.S. defined benefit pension plans is presented below.  The composition of the major plans may
vary from year to year.  If the major plan composition changes, prior year data is conformed to ensure comparability.
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The measurement date used to determine the pension obligation for all funded and unfunded U.S. and Non-U.S. defined benefit plans is December 31.
 


  
Year Ended


December 31, 2019   
Year Ended


December 31, 2018  
(in millions)  U.S.   Non-U.S.   U.S.   Non-U.S.  
Change in Benefit Obligation                 
Projected benefit obligation at beginning of period  $ 3,405  $ 834  $ 3,866  $ 885 


Service cost   10   3   13   3 
Interest cost   122   13   109   12 
Benefit payments   (349)   (48)   (414)   (50)
Actuarial loss (gain)   284   36   (174)   — 
Special termination benefits   3   —   5   — 
Currency adjustments   —   (4)   —   (16)


Projected benefit obligation at end of period  $ 3,475  $ 834  $ 3,405  $ 834 
                 
Change in Plan Assets                 
Fair value of plan assets at beginning of period  $ 3,445  $ 671  $ 3,804  $ 722 


Gain on plan assets   514   28   55   5 
Employer contributions   —   10   —   4 
Benefit payments   (349)   (48)   (414)   (50)
Currency adjustments   —   —   —   (10)


Fair value of plan assets at end of period  $ 3,610  $ 661  $ 3,445  $ 671 
                 
Over (under) funded status at end of period  $ 135  $ (173)  $ 40  $ (163)
                 
Accumulated benefit obligation at end of period  $ 3,474  $ 825  $ 3,403  $ 824


 


 
Amounts recognized in the Consolidated Statement of Financial Position for all major funded and unfunded U.S. and Non-U.S. defined benefit plans are as
follows (in millions):
 


  As of December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  


Other long-term assets  $ 135  $ 26  $ 40  $ 32 
Pension and other postretirement liabilities   —   (199)   —   (195)


Net amount recognized  $ 135  $ (173)  $ 40  $ (163)
 
Information with respect to the major funded and unfunded U.S. and Non-U.S. defined benefit plans with a projected benefit obligation in excess of plan assets is
as follows (in millions):
 


`  As of December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Projected benefit obligation  $ —  $ 568  $ —  $ 578 
Fair value of plan assets   —   368   —   382


 


 
Information with respect to the major funded and unfunded U.S. and Non-U.S. defined benefit plans with an accumulated benefit obligation in excess of plan
assets is as follows (in millions):
 


  As of December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Accumulated benefit obligation  $ —  $ 559  $ —  $ 568 
Fair value of plan assets   —   368   —   382
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Amounts recognized in accumulated other comprehensive (loss) income for all major funded and unfunded U.S. and Non-U.S. defined benefit plans consist of
(in millions):
 


  As of December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Prior service credit  $ 20  $ 3  $ 27  $ 3 
Net actuarial loss   (244)   (151)   (258)   (126)


Total  $ (224)  $ (148)  $ (231)  $ (123)
 
Other changes in major plan assets and benefit obligations recognized in Other comprehensive income (expense) are as follows (in millions):
 
  Year Ended December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Newly established gain (loss)  $ 16  $ (30)  $ 6  $ (21)
Amortization of:                 


Prior service credit   (7)   —   (7)   — 
Net actuarial loss   —   5   5   5 


Curtailment gain recognized in expense   (2)   —   —   — 
Total income (loss) recognized in Other
   comprehensive income  $ 7  $ (25)  $ 4  $ (16)
 
The Company expects to recognize $7 million of prior service credits and $21 million of net actuarial losses as components of net periodic benefit cost over the
next year.


Pension income for all defined benefit plans included (in millions):
 
  Year Ended December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Major defined benefit plans:                 


Service cost  $ 10  $ 3  $ 13  $ 3 
Interest cost   122   13   109   12 
Expected return on plan assets   (214)   (22)   (223)   (26)
Amortization of:                 


Prior service credit   (7)   —   (7)   — 
Actuarial loss   —   5   5   5 


Pension income before special termination
   benefits   (89)   (1)   (103)   (6)


Special termination benefits   3   —   5   — 
Curtailment gains   (2)   —   —   — 
Net pension income for major
   defined benefit plans   (88)   (1)   (98)   (6)


Other plans including unfunded plans   —   (3)   —   (4)
Net pension income  $ (88)  $ (4)  $ (98)  $ (10)


The pension income before special termination benefits reported above for the year ended December 31, 2018 included $1 million which is reported as Earnings
(loss) from discontinued operations.
 
The $2 million curtailment gain for the year ended December 31, 2019 was incurred as a result of the sale of FPD.  In addition, the amounts shown in Other
Plans for the year ended December 31, 2019 include $5 million of settlement gains due to the transfer of non-major, non-U.S. pension liabilities as a result of the
sale of FPD.  These amounts are included in Earnings (loss) from discontinued operations in the Consolidated Statement of Operations.
 
The special termination benefits of $3 million and $5 million for the years ended December 31, 2019 and 2018, respectively, were incurred as a result of Kodak's
restructuring actions and, therefore, has been included in Restructuring costs and other in the Consolidated Statement of Operations for those periods.
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The weighted-average assumptions used to determine the benefit obligation amounts for all major funded and unfunded U.S. and Non-U.S. defined benefit plans
were as follows:
 
  Year Ended December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Discount rate   2.97%   1.44%   4.04%   2.05%
Salary increase rate   3.50%   1.72%   3.50%   2.06%
 
The weighted-average assumptions used to determine net pension (income) expense for all the major funded and unfunded U.S. and Non-U.S. defined benefit
plans were as follows:
 
  Year Ended December 31,  
  2019   2018  
  U.S.   Non-U.S.   U.S.   Non-U.S.  
Effective rate for service cost   4.03%   2.47%   3.33%   2.32%
Effective rate for interest cost   3.75%   1.89%   2.96%   1.70%
Salary increase rate   3.50%   2.06%   3.50%   2.17%
Expected long-term rate of return on
   plan assets   6.50%   3.46%   6.40%   3.98%
 
Plan Asset Investment Strategy
 
The investment strategy underlying the asset allocation for the pension assets is to achieve an optimal return on assets with an acceptable level of risk while
providing for the long-term liabilities and maintaining sufficient liquidity to pay current benefits and other cash obligations of the plans.  This is primarily
achieved by investing in a broad portfolio constructed of various asset classes including equity and equity-like investments, debt and debt-like investments, real
estate, private equity and other assets and instruments.  Long duration bonds and Treasury bond futures are used to partially match the long-term nature of plan
liabilities. Other investment objectives include maintaining broad diversification between and within asset classes and fund managers and managing asset
volatility relative to plan liabilities.
 
Every three years, or when market conditions have changed materially, each of Kodak’s major pension plans will undertake an asset allocation or asset and
liability modeling study.  The asset allocation and expected return on the plans’ assets are individually set to provide for benefits and other cash obligations
within each country’s legal investment constraints.
 
Actual allocations may vary from the target asset allocations due to market value fluctuations, the length of time it takes to implement changes in strategy, and
the timing of cash contributions and cash requirements of the plans.  The asset allocations are monitored and are rebalanced in accordance with the policy set
forth for each plan.
 
The total plan assets attributable to the major U.S. defined benefit plans as of December 31, 2019 relate to KRIP.  The expected long-term rate of return on plan
assets assumption (“EROA”) is based on a combination of formal asset and liability studies that include forward-looking return expectations given the current
asset allocation.  A review of the EROA as of December 31, 2019, based upon the current asset allocation and forward-looking expected returns for the various
asset classes in which KRIP invests, resulted in an EROA of 6.0%.
 
As with KRIP, the EROA assumptions for certain of Kodak’s other pension plans were reassessed as of December 31, 2019.  The weighted average annual
expected return on plan assets for the major non-U.S. pension plans was 3.3% based on the plans’ respective asset allocations as of December 31, 2019.
 
Plan Asset Risk Management
 
Kodak evaluates its defined benefit plans’ asset portfolios for the existence of significant concentrations of risk.  Types of concentrations that are evaluated
include, but are not limited to, investment concentrations in a single entity, type of industry, foreign country, and individual fund.  Foreign currency contracts and
swaps are used to partially hedge foreign currency risk.  Additionally, Kodak’s major defined benefit pension plans invest in government bond futures and long
duration investment grade bonds to partially hedge the liability risk of the plans.  As of December 31, 2019 and 2018, there were no significant concentrations
(defined as greater than 10% of plan assets) of risk in Kodak’s defined benefit plan assets.
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The Company’s weighted-average asset allocations for its major U.S. defined benefit pension plans by asset category, are as follows:
 


  As of December 31,    
  2019   2018   2019 Target
Asset Category           
Equity securities   10%   11%  7-13%
Debt securities   44%   40%  35-45%
Real estate   1%   2%  0-6%
Cash and cash equivalents   1%   1%  0-6%
Global balanced asset allocation funds   15%   13%  12-18%
Other   29%   33%  27-39%
Total   100%   100%  


 


 
Kodak’s weighted-average asset allocations for its major Non-U.S. defined benefit pension plans by asset category, are as follows:
 


  As of December 31,    
  2019   2018   2019 Target
Asset Category           
Equity securities   5%   3%  0-10%
Debt securities   31%   33%  30-40%
Real estate   2%   1%  0-6%
Cash and cash equivalents   2%   2%  0-6%
Global balanced asset allocation funds   5%   4%  0-10%
Other   55%   57%  55-65%
Total   100%   100%  


 


 
Fair Value Measurements
 
Kodak’s asset allocations by level within the fair value hierarchy at December 31, 2019 and 2018 are presented in the tables below for Kodak’s major defined
benefit plans.  Kodak’s plan assets are accounted for at fair value and are classified within the fair value hierarchy based on the lowest level of input that is
significant to the fair value measurement, with the exception of investments for which fair value is measured using the net asset value per share
expedient.  Kodak’s assessment of the significance of a particular input to the fair value measurement requires judgment and may affect the valuation of fair
value of assets and their placement within the fair value hierarchy levels.
 
Assets not utilizing the net asset value per share expedient are valued as follows:  Equity and debt securities traded on an active market are valued using a market
approach based on the closing price on the last business day of the year. Real estate investments are valued primarily based on independent appraisals and
discounted cash flow models, taking into consideration discount rates and local market conditions. Cash and cash equivalents are valued utilizing cost approach
valuation techniques.  Other investments are valued using a combination of market, income, and cost approaches, based on the nature of the investment.  Private
equity investments are valued primarily based on independent appraisals, discounted cash flow models, cost, and comparable market transactions, which include
inputs such as discount rates and pricing data from the most recent equity financing.  Insurance contracts are primarily valued based on contract values, which
approximate fair value.  For investments with lagged pricing, Kodak uses the available net asset values, and also considers expected return, subsequent cash
flows and relevant material events.
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Major U.S. Plans
December 31, 2019
 
  U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ —  $ —  $ —  $ 38  $ 38 
                     
Equity Securities   4   —   —   374   378 
                     
Debt Securities:                     


Government Bonds   —   —   —   1,110   1,110 
Investment Grade Bonds   —   457   —   —   457 


                     
Real Estate   —   —   —   42   42 
                     
Global Balanced Asset Allocation Funds   —   —   —   544   544 


                     
Other:                     


Absolute Return   —   —   —   370   370 
Private Equity   —   —   7   680   687 
Derivatives with unrealized gains   2   —   —   —   2 
Derivatives with unrealized losses   (18)   —   —   —   (18)


  $ (12)  $ 457  $ 7  $ 3,158  $ 3,610
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Major U.S. Plans
December 31, 2018
  U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ —  $ —  $ —  $ 50  $ 50 
                     
Equity Securities   4   —   —   364   368 
                     
Debt Securities:                     


Government Bonds   —   —   —   1,005   1,005 
Investment Grade Bonds   —   391   —   —   391 


                     
Real Estate   —   —   —   57   57 
                     
Global Balanced Asset Allocation Funds   —   —   —   438   438 


                     
Other:                     


Absolute Return   —   —   —   431   431 
Private Equity   —   —   6   659   665 
Derivatives with unrealized gains   46   —   —   —   46 
Derivatives with unrealized losses   (6)   —   —   —   (6)


  $ 44  $ 391  $ 6  $ 3,004  $ 3,445
 


 
For Kodak’s major U.S. defined benefit pension plans, equity investments are invested broadly in U.S. equity, developed international equity, and emerging
markets.  Fixed income investments are comprised primarily of long duration U.S. Treasuries and investment-grade corporate bonds.  Real estate investments
primarily include investments in limited partnerships that invest in office, industrial, retail and apartment properties.  Global Balanced Asset Allocation
investments are commingled funds that hold a diversified portfolio of passive market exposures, including equities, debt, currencies and commodities.  Absolute
return investments are comprised of a diversified portfolio of hedge funds using equity, debt, commodity and currency strategies held separate from the
derivative-linked hedge funds described later in this footnote. Private equity investments are primarily comprised of limited partnerships and fund-of-fund
investments that invest in distressed investments, venture capital, leveraged buyouts and special situations.  Natural resource investments in oil and gas
partnerships and timber funds are also included in this category.
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Major Non-U.S. Plans
December 31, 2019
 
  Non - U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ 5  $ —  $ —  $ 8  $ 13 
                     
Equity Securities   —   —   —   33   33 
                     
Debt Securities:                     


Government Bonds   —   —   —   51   51 
Inflation-Linked Bonds   —   —   —   4   4 
Investment Grade Bonds   —   61   —   65   126 
Global High Yield & Emerging Market Debt   —   —   —   26   26 


                     
Real Estate   —   —   —   11   11 


                     
Global Balanced Asset Allocation Funds   —   —   —   34   34 


                     
Other:                     


Absolute Return   —   —   —   7   7 
Private Equity   —   —   —   38   38 
Insurance Contracts   —   317   —   —   317 
Derivatives with unrealized gains   1   —   —   —   1 
Derivatives with unrealized losses   —   —   —   —   — 


  $ 6  $ 378  $ —  $ 277  $ 661
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Major Non-U.S. Plans
December 31, 2018
 
  Non - U.S.  


(in millions)


 Quoted Prices
in Active


Markets for
Identical Assets


(Level 1)   


Significant
Observable


Inputs
(Level 2)   


Significant
Unobservable


Inputs
(Level 3)   


Measured at
NAV   Total  


Cash and cash equivalents  $ 8  $ —  $ —  $ 5  $ 13 
                     
Equity Securities   —   —   —   21   21 
                     
Debt Securities:                     


Government Bonds   —   —   —   53   53 
Inflation-Linked Bonds   —   —   —   4   4 
Investment Grade Bonds   —   66   —   68   134 
Global High Yield & Emerging Market Debt   —   —   —   28   28 


                     
Real Estate   —   —   —   9   9 


                     
Global Balanced Asset Allocation Funds   —   —   —   27   27 


                     
Other:                     


Absolute Return   —   —   —   7   7 
Private Equity   —   —   —   42   42 
Insurance Contracts   —   333   —   —   333 
Derivatives with unrealized gains   1   —   —   —   1 
Derivatives with unrealized losses   (1)   —   —   —   (1)


  $ 8  $ 399  $ —  $ 264  $ 671
 


 
For Kodak’s major non-U.S. defined benefit pension plans, equity investments are invested broadly in local equity, developed international and emerging
markets.  Fixed income investments are comprised primarily of government and investment grade corporate bonds.  Real estate investments primarily include
investments in limited partnerships that invest in office, industrial, and retail properties.  Global Balanced Asset Allocation investments are commingled funds
that hold a diversified portfolio of passive market exposures, including equities, debt, currencies and commodities.  Absolute return investments are comprised of
a diversified portfolio of hedge funds using equity, debt, commodity, and currency strategies held separate from the derivative-linked hedge funds described later
in this footnote.  Private equity investments are comprised of limited partnerships and fund-of-fund investments that invest in distressed investments, venture
capital and leveraged buyouts.  Insurance contracts are typically annuities from life insurance companies covering specific pension obligations.


For Kodak’s major defined benefit pension plans, certain investment managers are authorized to invest in derivatives such as futures, swaps, and currency
forward contracts.  Investments in derivatives are used to obtain desired exposure to a particular asset, index or bond duration and require only a portion of the
total exposure to be invested as cash collateral.  In instances where exposures are obtained via derivatives, the majority of the exposure value is available to be
invested, and is typically invested, in a diversified portfolio of hedge fund strategies that generate returns in addition to the return generated by the
derivatives.  Of the December 31, 2019 investments shown in the major U.S. plans table above, 4% of the total pension assets represented equity securities
exposure obtained via derivatives and are reported in equity securities, and 30% of the total pension assets represented U.S. government bond exposure with 12
years duration, obtained via derivatives and are reported in government bonds.  Of the December 31, 2018 investments shown in the major U.S. plans table
above, 5% of the total pension assets represented equity securities exposure obtained via derivatives and are reported in equity securities, and 30% of the total
pension assets represented U.S. government bond exposure with 12 years duration, obtained via derivatives and are reported in government bonds.


Of the December 31, 2019 investments shown in the major Non-U.S. plans table above, 0% and 7% of the total pension assets represented derivative exposures
to equity securities and government bonds with 2 years duration and are reported in those respective classes.  Of the December 31, 2018 investments shown in
the major Non-U.S. plans table above, 0% and 7% of the total pension assets represented derivative exposures to equity securities and government bonds with 5
years duration and are reported in those respective classes.


87







The following is a reconciliation of the beginning and ending balances of level 3 assets of Kodak’s major U.S. defined benefit pension plans:
 
  U.S.  
      Net Realized and Unrealized Gains          


(in millions)


 
Balance at


January 1, 2019   
Relating to Assets


Still Held   


Relating to Assets
Sold During the


Period   


Net Purchases,
Sales and


Settlements   
Balance at


December 31, 2019  
Private Equity   6   2   —   (1)   7 
Total  $ 6  $ 2  $ —  $ (1)  $ 7


 


 
 
  U.S.  
      Net Realized and Unrealized Gains          


(in millions)


 
Balance at


January 1, 2018   
Relating to Assets


Still Held   


Relating to Assets
Sold During the


Period   


Net Purchases,
Sales and


Settlements   
Balance at


December 31, 2018  
Real Estate  $ 26  $ —  $ 14  $ (40)  $ — 
Private Equity   14   1   —   (9)   6 
Total  $ 40  $ 1  $ 14  $ (49)  $ 6


 


 
The following pension benefit payments, which reflect expected future service, are expected to be paid (in millions):
 


  U.S.   Non-U.S.  
2020  $ 308  $ 48 
2021   295   47 
2022   283   46 
2023   272   46 
2024   261   45 
2025 - 2029   1,134   205


 


 
 
NOTE 21:  OTHER POSTRETIREMENT BENEFITS


In Canada, Kodak provides medical, dental, life insurance, and survivor income benefits to eligible retirees.  In the U.K., Kodak provides medical benefits to
eligible retirees.  The other postretirement benefit plans in Canada and the U.K. are closed to new participants. Information on the Canada and U.K. other
postretirement benefit plans is presented below.


The measurement date used to determine the net benefit obligation for Kodak's other postretirement benefit plans is December 31.


Changes in Kodak’s benefit obligation and funded status were as follows (in millions):
 


  Year Ended December 31,  
  2019   2018  
Net benefit obligation at beginning of period  $ 64  $ 71 
Interest cost   2   2 
Plan participants’ contributions   1   1 
Actuarial gain   —   (6)
Benefit payments   (4)   (4)
Currency adjustments   —   — 
Net benefit obligation at end of period  $ 63  $ 64 
         
Underfunded status at end of period  $ (63)  $ (64)


 
Amounts recognized in the Consolidated Statement of Financial Position consist of (in millions):
 


  As of December 31,  
  2019   2018  
Other current liabilities  $ (3)  $ (3)
Pension and other postretirement liabilities   (60)   (61)
  $ (63)  $ (64)
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Amounts recognized in Accumulated other comprehensive loss consist of (in millions):
 


  As of December 31,  
  2019   2018  
Net actuarial gain  $ (5)  $ (6)


 
Changes in benefit obligations recognized in Other comprehensive loss (income) consist of (in millions):
 


  Year Ended December 31,  
  2019   2018  
Newly established loss (gain)  $ —  $ (6)
Amortization of:         
  Net actuarial gain   1   — 
Total gain recognized in Other comprehensive (loss) income  $ 1  $ (6)


 
Other postretirement benefit cost included:
 


  Year Ended December 31,  
  2019   2018  
Components of net postretirement benefit cost:         
Service cost  $ —  $ — 
Interest cost   2   2 
Amortization of:         


Actuarial gain   (1)   — 
Other postretirement benefit cost from continuing
   operations  $ 1  $ 2


 


 
The weighted-average assumptions used to determine the net benefit obligations were as follows:
 


  Year Ended December 31,  
  2019   2018  


Discount rate   2.93%   3.59%
Salary increase rate   1.80%   2.35%


 
The weighted-average assumptions used to determine the net postretirement benefit cost were as follows:
 


  Year Ended December 31,  
  2019   2018  
Effective rate for interest cost   3.26%   2.88%
Salary increase rate   2.35%   2.35%


 
The weighted-average assumed healthcare cost trend rates used to compute the other postretirement amounts were as follows:
 


  2019   2018  
Healthcare cost trend   5.37%   5.70%
Rate to which the cost trend rate is assumed to decline
   (the ultimate trend rate)   3.14%   3.38%
Year that the rate reaches the ultimate trend rate   2038   2038


 


 
Assumed healthcare cost trend rates effect the amounts reported for the healthcare plans.  A one-percentage point change in assumed healthcare cost trend rates
would have the following effects:
 


  1% increase   1% decrease  
Effect on total service and interest cost  $ —  $ — 
Effect on postretirement benefit obligation   3   (3)
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The following other postretirement benefits, which reflect expected future service, are expected to be paid (in millions):
 


2020  $ 4 
2021   3 
2022   3 
2023   3 
2024   3 
2024-2028   16


 


 
 
NOTE 22:  EARNINGS PER SHARE
 
Basic earnings per share are calculated using the weighted-average number of shares of common stock outstanding during the period.  Diluted earnings per share
calculations include any dilutive effect of potential common shares.  In periods with a net loss from continuing operations, diluted earnings per share are
calculated using weighted-average basic shares for that period, as utilizing diluted shares would be anti-dilutive to loss per share.
 
A reconciliation of the amounts used to calculate basic and diluted earnings per share for the years ended December 31, 2019 and 2018 follows (in millions):
 


  Year Ended December 31,  
  2019   2018  
Loss from continuing operations attributable to Eastman
   Kodak Company  $ (91)  $ (9)
Less: Series A Preferred Stock cash and accrued dividends   (11)   (11)
Less: Series A Preferred Stock deemed dividends   (9)   (9)


Loss from continuing operations available to common
   shareholders - basic and diluted  $ (111)  $ (29)


 
Net income (loss) attributable to Eastman Kodak Company  $ 116  $ (16)
Less: Series A Preferred Stock cash and accrued dividends   (11)   (11)
Less: Series A Preferred Stock deemed dividends   (9)   (9)
Net income (loss) available to common shareholders - basic and
   diluted  $ 96  $ (36)


 
As a result of the net loss from continuing operations available to common shareholders for the years ended December 31, 2019 and 2018, Kodak calculated
diluted earnings per share using weighted-average basic shares outstanding.  If Kodak reported earnings from continuing operations available to common
shareholders for the years ended December 31, 2019 and 2018, the calculation of diluted earnings per share would have included the assumed conversion of 0.6
million and 0.3 million unvested restricted stock units.
 
The computation of diluted earnings per share for the years ended December 31, 2019 and 2018 excluded the impact of (1) the assumed conversion of 2.0 million
shares of Series A Preferred Stock, and (2) the assumed conversion of 6.8 million and 5.2 million outstanding employee stock options, respectively, because they
would have been anti-dilutive.  The computation of diluted earnings per share for the year ended December 31, 2019 also excluded the assumed conversion of
$100 million of Convertible Notes because the effects would have been anti-dilutive.   
 
 
NOTE 23:  STOCK-BASED COMPENSATION
 
Kodak’s stock incentive plan is the 2013 Omnibus Incentive Plan (the “2013 Plan”).  The 2013 Plan is administered by the Executive Compensation Committee
of the Board of Directors.
 
Officers, directors and employees of the Company and its consolidated subsidiaries are eligible to receive awards.  Stock options are generally non-qualified, are
at exercise prices equal to or greater than the closing price of Kodak’s stock on the date of grant and expire seven years after the grant date.  Stock-based
compensation awards granted under Kodak’s stock incentive plan are generally subject to a three-year vesting period from the date of grant, or a later date as
determined by the Executive Compensation Committee.  Awards are subject to settlement in newly-issued shares of common stock.  Unless sooner terminated by
the Executive Compensation Committee, no awards may be granted under the 2013 Plan after May 22, 2028.
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The maximum number of shares of common stock that may be issued under the 2013 Plan is approximately 5.8 million. In addition, under the 2013 Plan, the
maximum number of shares available for the grant of incentive stock options is 2.0 million shares. The maximum number of shares as to which stock options or
stock appreciation rights may be granted to any one person under the 2013 Plan in any calendar year is 2.5 million shares. The maximum number of
performance-based compensation awards that may be granted to any one employee under the 2013 Plan in any calendar year is 1.0 million shares or, in the event
such award is paid in cash, $2.5 million. The maximum number of awards that may be granted to any non-employee director under the 2013 Plan in any calendar
year may not exceed a number of awards with a grant date fair value of $900,000, computed as of the grant date.


Compensation expense is recognized on a straight-line basis over the service or performance period for each separately vesting tranche of the award and is
adjusted for actual forfeitures before vesting.  Kodak assesses the likelihood that performance-based shares will be earned based on the probability of meeting the
performance criteria.  For those performance-based awards that are deemed probable of achievement, expense is recorded, and for those awards that are deemed
not probable of achievement, no expense is recorded. Kodak assesses the probability of achievement each quarter.


Restricted Stock Units
Restricted stock units are payable in shares of the Company common stock upon vesting.  The fair value is based on the closing market price of the Company’s
stock on the grant date.  Compensation cost related to restricted stock units was $2 million for both the years ended December 31, 2019 and 2018.


The weighted average grant date fair value of restricted stock unit awards granted for the years ended December 31, 2019 and 2018 was $2.93 and $3.66,
respectively.  The total fair value of restricted stock units that vested was $2 million and $3 million for the years ended December 31, 2019 and 2018,
respectively.  As of December 31, 2019, there was $0.3 million of unrecognized compensation cost related to restricted stock units.  The cost is expected to be
recognized over a weighted average period of 1.3 years.


The following table summarizes information about restricted stock unit activity for the year ended December 31, 2019:
 


  


Number of
Restricted


Stock Units   


Weighted-Average
Grant Date
Fair Values  


Outstanding on December 31, 2018   703,748  $ 4.72 
Granted   521,698  $ 2.93 
Vested   475,295  $ 4.92 
Forfeited   28,350  $ 5.88 


Outstanding on December 31, 2019   721,801  $ 3.25
 


 
Stock Options
The following table summarizes information about stock option activity for the year ended December 31, 2019:
 


  


Shares
Under
Option   


Weighted Average
Exercise


Price
Per Share   


Weighted Average
Remaining


Contractual Life
(Years)  


Aggregate
Intrinsic


Value
($ millions)  


Outstanding on December 31, 2018   5,195,937  $ 13.85       
Granted   2,220,959  $ 4.60       
Forfeited   573,817  $ 12.50       


Outstanding on December 31, 2019   6,843,079  $ 10.96  4.07  $ 2 
Exercisable on December 31, 2019   6,050,372  $ 11.18  3.95  $ 2 
Expected to vest December 31, 2019   792,707  $ 9.27  5.86  $ —


 


 
The aggregate intrinsic value represents the total pretax intrinsic value that option holders would have received had all option holders exercised their options on
the last trading day of the year.  The aggregate intrinsic value is the difference between the Kodak closing stock price on the last trading day of the year and the
exercise price, multiplied by the number of in-the-money options.
 
There were no options exercised in 2019 or 2018.


The weighted average grant date fair value of options granted for the years ended December 31, 2019 and 2018 was $1.73 and $2.47,  respectively.  The total fair
value of options that vested during the years ended December 31, 2019 and 2018 was $7 million and $5 million, respectively.  Compensation cost related to stock
options for the years ended December 31, 2019 and 2018 was $5 million and $4 million, respectively.


As of December 31, 2019, there was $0.5 million of unrecognized compensation cost related to stock options.  The cost is expected to be recognized over a
weighted average period of 1.0 years.


Kodak utilizes the Black-Scholes option valuation model to estimate the fair value of stock options.  Public trading of the Company’s common stock began on
September 23, 2013, providing limited historical data upon which to base assumptions.  
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The expected term of options granted is the period of time the options are expected to be outstanding and is calculated using a simplified method based on the
option’s vesting period and original contractual term.  The Company uses only the historical volatility of the Company’s stock to estimate expected volatility. The
risk-free rate was based on the yield on U.S. Treasury notes with a term equal to the option’s expected term.


The following inputs were used for the valuation of option grants issued in each year:
 


  Year Ended December 31,  
  2019   2018  
Weighted-average fair value of options granted  $ 1.73   $ 2.45  
Weighted-average risk-free interest rate  2.47%   2.70%  
Range of risk-free interest rates  2.28% - 2.54%   2.59% - 2.95%  
Weighted-average expected option lives  4.5 years   4.5 years  
Expected option lives  4.5 years   4.4 - 4.5 years  
Weighted-average volatility  90%   81%  
Range of expected volatilities  81% - 90%   80% - 83%  
Weighted-average expected dividend yield  0.00%   0.00%


 


 
 
NOTE 24: SHAREHOLDERS’ EQUITY
 
The Company has 560 million shares of authorized stock, consisting of: (i) 500 million shares of common stock, par value $0.01 per share and (ii) 60 million
shares of preferred stock, no par value, issuable in one or more series. As of December 31, 2019 there were 43.2 million shares of common stock outstanding and
2.0 million shares of Series A preferred stock issued and outstanding.  As of December 31, 2018 there were 42.8 million shares of common stock outstanding and
2.0 million shares of Series A preferred stock issued and outstanding.
 
Treasury Stock
Treasury stock consisted of approximately 0.7 and  0.6 million shares at December 31, 2019 and 2018, respectively.
 
Backstop Registration Rights Agreement
Upon emergence from bankruptcy on September 3, 2013 (“Effective Date”), the Company and GSO Capital Partners LP, on behalf of various managed funds,
BlueMountain Capital Management, LLC, on behalf of various managed funds, George Karfunkel, United Equities Commodities Company, Momar Corporation
and Contrarian Capital Management, LLC, on behalf of Contrarian Funds, LLC (collectively, the “Backstop Parties”) executed a registration rights agreement
(the “Backstop Registration Rights Agreement”). The Backstop Registration Rights Agreement, among other rights, provides the Backstop Parties with certain
registration rights with respect to common stock offered to the Backstop Parties (and other eligible creditors) as part of a rights offering (the “Backstop
registrable securities”).  A portion of the shares issued in the rights offerings are restricted securities for purposes of Rule 144 under the Securities Act of 1933
and may not be offered, sold or otherwise transferred absent registration under the Securities Act of 1933 or an applicable exemption from registration
requirements.


Stockholders holding Backstop registrable securities representing 10% of the outstanding common stock at emergence may require the Company to facilitate a
registered offering of Backstop registrable securities (such offering, the “Initial Registration”). The Backstop registrable securities requested to be sold in the
Initial Registration must have an aggregate market value of at least $75 million.  On October 20, 2016, the Initial Registration, in the form of a shelf registration
statement registering all Backstop registerable securities, was declared effective by the SEC.


Following the Initial Registration, stockholders holding 10% or more of the outstanding Backstop registrable securities may demand that the Company file a
shelf registration statement and effectuate one or more takedowns off of such shelf, or, if a shelf is not available, effectuate one or more stand-alone registered
offerings, provided that such non-shelf registered offerings or shelf takedowns may not be requested more than four times and, in each case, shall include shares
having an aggregate market value of at least $75 million. Beginning on the second anniversary of the Effective Date, upon request of a stockholder, the Company
shall amend its existing shelf registration statement to register additional Backstop registrable securities as set forth in the Registration Rights Agreement.
Stockholders also have the right to include their Backstop registrable securities in the Initial Registration or any other non-shelf registered offering or shelf
takedown of the common stock by the Company for its own account or for the account of any holders of common stock.
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NOTE 25:  OTHER COMPREHENSIVE LOSS


The changes in Other comprehensive loss by component, were as follows:
 
   Year Ended December 31,  
(in millions)   2019   2018  
Currency translation adjustments          


Currency translation adjustments   $ 3  $ (11)
Amount transferred to net income due to the sale
   of an investment in a foreign entity    3   — 


Currency translation adjustments and other    6   (11)
          
Pension and other postretirement benefit plan
   changes          


Newly established net actuarial loss    (14)   (5)
Tax benefit    9   1 
Newly established net actuarial loss, net of tax    (5)   (4)
Reclassification adjustments:          


Amortization of prior service credit (a)   (8)   (8)
Amortization of actuarial losses (a)   4   4 
Recognition of gains due to settlements
   and curtailments (a)   (2)   (1)


Total reclassification adjustments    (6)   (5)
Tax provision    (1)   — 
Reclassification adjustments, net of tax    (7)   (5)


Pension and other postretirement benefit plan changes,
   net of tax    (12)   (9)
Other comprehensive loss   $ (6)  $ (20)
 
(a) Reclassified to Pension income - refer to Note 20, "Retirement Plans" and Note 21, "Other Postretirement Benefits" for additional information.
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NOTE 26:  ACCUMULATED OTHER COMPREHENSIVE LOSS


Accumulated other comprehensive loss is composed of the following:
 


  As of December 31,  
(in millions)  2019   2018  
Currency translation adjustments  $ (90)  $ (96)
Pension and other postretirement benefit plan changes   (327)   (315)
Ending balance  $ (417)  $ (411)


 
 
NOTE 27:  SEGMENT INFORMATION
 
Change in Segments
Effective in January 2019 Kodak changed its organizational structure.  Kodak Technology Solutions, formerly part of the Software and Solutions segment, was
moved into the Consumer and Film segment.  The Consumer and Film segment was renamed the Brand, Film & Imaging segment.  The Unified Workflow
Solutions business, formerly part of the Software and Solutions segment, operates as a dedicated segment named Kodak Software segment.
 
Financial information is reported for six reportable segments: Print Systems, Enterprise Inkjet Systems, Kodak Software, Brand, Film and Imaging, Advanced
Materials and 3D Printing Technology and Eastman Business Park. A description of the reportable segments follows.
 
Print Systems: The Print Systems segment is comprised of two lines of business: Prepress Solutions and Electrophotographic Printing Solutions.
 
Enterprise Inkjet Systems: The Enterprise Inkjet Systems segment is comprised of two lines of business: the Prosper business and the Versamark business.
 
Kodak Software: The Software a segment is comprised of the Software business. two lines of business: Unified Workflow Solutions and Kodak Technology
Solutions.
 
Brand, Film and Imaging: The Brand, Film and Imaging, segment is comprised of five lines of business: Consumer Products, Industrial Film and Chemicals,
Motion Picture, Kodak Services for Business (“KSB) and Kodakit.
 
Advanced Materials and 3D Printing Technology: The Advanced Materials and 3D Printing Technology segment includes the Kodak Research Laboratories
and associated new business opportunities and intellectual property licensing not directly related to other business segments.


Eastman Business Park: The Eastman Business Park segment includes the operations of the Eastman Business Park, a more than 1,200 acre technology center
and industrial complex.


Segment financial information is shown below. Asset information by segment is not disclosed as this information is not separately identified and reported to the
Chief Operating Decision Maker.


Net Revenues from Continuing Operations by Reportable Segment
 


  Year Ended December 31,  
  2019   2018  
(in millions)         
Print Systems  $ 836  $ 896 
Enterprise Inkjet Systems   128   136 
Kodak Software   56   65 
Brand, Film and Imaging   209   210 
Advanced Materials and 3D Printing Technology   3   4 
Eastman Business Park   10   9 


Consolidated total  $ 1,242  $ 1,320
 


Segment Measure of Profit and Loss
Kodak’s segment measure of profit and loss is an adjusted earnings before interest, taxes, depreciation and amortization (“Operational EBITDA”).  As
demonstrated in the table below, Operational EBITDA represents the earnings (loss) from continuing operations excluding the provision (benefit) for income
taxes; non-service cost components of pension and OPEB income; depreciation and amortization expense; restructuring costs; stock-based compensation
expense; consulting and other costs; idle costs; the former CEO separation agreement compensation; other operating (expense) income, net (unless otherwise
indicated); interest expense and other charges, net.
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Kodak’s segments are measured using Operational EBITDA both before and after allocation of corporate selling, general and administrative expenses
(“SG&A”).  The segment earnings measure reported is after allocation of corporate SG&A as this most closely aligns with U.S. GAAP.  Research and
development activities not directly related to the other segments are reported within the Advanced Materials and 3D Printing Technology segment.
 
Change in Segment Measure of Profitability
During the first quarter of 2019 the segment measure was changed to exclude the costs, net of any rental income received, of underutilized portions of certain
properties.  Additionally, the allocation of costs from Eastman Business Park (“EBP”) to the Brand, Film and Imaging segment and the Advanced Materials and
3D Printing Technology segment as tenants of EBP and to each of the segments as users of shared corporate space at the global headquarters changed.
 
2020 Segments
 
Change in Segments
Effective in January 2020 Kodak changed its organizational structure.  Prepress Solutions, formerly part of the Print Systems segment, will operate as a separate
segment named the Traditional Printing segment. Electrophotographic Printing Solutions, formerly part of the Print Systems segment, will be combined with the
Enterprise Inkjet Systems segment and Kodak Software segment to form the Digital Print segment.  The Brand, Imaging and Film segment, except for the
licensing of the Kodak brand to third parties, will be combined with the Advanced Materials and 3D Printing segment to form the Advanced Materials and
Chemicals segment.  The licensing of the Kodak brand to third parties will operate as a separate segment named the Brand segment.  The Eastman Business Park
segment will no longer be a reportable segment.
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Segment Operational EBITDA and Consolidated Loss from Continuing Operations Before Income Taxes
 


  Year Ended December 31,  
(in millions)  2019   2018  
Print Systems  $ 41  $ 28 
Enterprise Inkjet Systems   (5)   4 
Kodak Software   2   7 
Brand, Film and Imaging   (13)   (22)
Advanced Materials and 3D Printing Technology   (12)   (12)
Eastman Business Park   (1)   (4)


Total of reportable segments   12   1 
Depreciation and amortization   (55)   (70)
Restructuring costs and other   (16)   (17)
Stock-based compensation   (7)   (6)
Consulting and other costs (1)   (7)   (14)
Idle costs (2)   (5)   (3)
Former CEO separation agreement compensation   (2)   — 
Other operating expense, net, excluding income
   from transition services agreement (3)   (22)   (9)
Interest expense (4)   (16)   (9)
Pension income excluding service cost component (4)   104   131 
Other charges, net (4)   (46)   (17)
Consolidated loss from continuing operations
   before income taxes  $ (60)  $ (13)
 
(1) Consulting and other costs are professional services and internal costs associated with certain corporate strategic initiatives, including the divestiture of FPD


and debt refinancing.


(2) Consists of third-party costs such as security, maintenance, and utilities required to maintain land and buildings in certain locations not used in any Kodak
operations and the costs, net of any rental income received, of underutilized portions of certain properties.


(3) $6 million of income from the transition services agreement with the Purchaser was recognized in the year ended December 31, 2019.  The income was
reported in Other operating expense, net in the Consolidated Statement of Operations. Other operating expense, net is typically excluded from the segment
measure. However, the income from the transition services agreement was included in the segment measure.
 


(4) As reported in the Consolidated Statement of Operations.
 
Kodak increased workers’ compensation reserves by approximately $3 million in 2019, primarily due to changes in discount rates.  The increase in reserves
impacted gross profit by approximately $2 million and SG&A by approximately $1 million.   Kodak reduced workers’ compensation reserves by approximately
$5 million in 2018 due to changes in discount rates and reduction in estimated losses.  The reduction in reserves impacted gross profit by approximately $3
million and SG&A by approximately $2 million.        


Amortization and depreciation expense by segment are not included in the segment measure of profit and loss but are regularly provided to the Chief Operating
Decision Maker. 
 


(in millions)  Year Ended December 31,  
Intangible asset amortization expense from continuing operations:  2019   2018  
Print Systems  $ 2  $ 6 
Enterprise Inkjet Systems   4   4 
Brand, Film and Imaging   1   1 


Consolidated total  $ 7  $ 11
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(in millions)  Year Ended December 31,  
Depreciation expense from continuing operations:  2019   2018  
Print Systems  $ 31  $ 38 
Enterprise Inkjet Systems   5   8 
Kodak Software   2   2 
Brand, Film and Imaging   4   4 
Advanced Materials and 3D Printing   2   2 
Eastman Business Park   4   5 


Consolidated total  $ 48  $ 59
 


 
(in millions)  Year Ended December 31,  
Long-lived assets (1) located in:  2019   2018  
The United States  $ 85  $ 104 
Europe, Middle East and Africa   28   35 
Asia Pacific   8   10 
Canada and Latin America   60   67 


Non-U.S. countries total (2)   96   112 
Consolidated total  $ 181  $ 216


 


 
(1) Long-lived assets are comprised of property, plant and equipment, net.  
(2) Of the total non-U.S. property, plant and equipment in 2019, $56 million are located in Brazil.  Of the total non-U.S. property, plant and equipment in 2018,


$60 million was located in Brazil.
 
Major Customers


No single customer represented 10% or more of Kodak’s total net revenue in any year presented.
 
 
NOTE 28:  RELATED PARTY
 
Kodak’s Executive Chairman is the Chairman of the Board for a company that purchased $3 million of products in both 2019 and 2018.  At both December 31,
2019 and 2018, the company owed Kodak $1 million.
 
 
NOTE 29:  DISCONTINUED OPERATIONS
 
Flexographic Packaging segment
 
Discontinued operations of Kodak include the former Flexographic Packaging segment comprised of Kodak’s Flexographic Packaging Business (“FPD”).
 
Kodak consummated the sale of certain assets of FPD to MIR Bidco, SA (the “Purchaser”) on April 8, 2019 for net cash consideration at closing, in addition to
the assumption by Purchaser of certain liabilities of FPD, of $320 million, pursuant to the Stock and Asset Purchase Agreement (“SAPA”) signed in November
2018 and amended in March 2019.  Assets and liabilities of FPD in China were transferred at a deferred closing on July 1, 2019 for net cash consideration of $5.9
million at closing and a promissory note for $1.4 million in addition to the assumption by Purchaser of certain liabilities of FPD, in accordance with the
SAPA.  Kodak operated FPD in China, subject to certain covenants, until the deferred closing occurred.  The promissory note was reduced by a true-up payment
of $0.2 million owed by Kodak to the Purchaser which reflected the actual economic benefit attributable to the operation of FPD in China from the time of the
initial closing through the time of the deferred closing.
 
The divested business has the right to use Kodak’s corporate brand for a 10-year period related to Covered Products (as defined in the SAPA) for no additional
consideration.  Therefore, $10 million of consideration received for the sale of FPD was recognized as deferred revenue related to the brand license.  The
deferred revenue is reported in Long-term liabilities in the Consolidated Statement of Financial Condition and will be recognized as revenue over the term of the
license. Proceeds were allocated between the sale of FPD and the brand license based on their relative fair values.
 
Kodak recognized an after- tax gain on the sale of FPD of $212 million in the year ended December 31, 2019.
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Simultaneously with entering into the SAPA, the Company and the Purchaser entered into an Earn-out Agreement, pursuant to which the Company will be
entitled to an aggregate of up to $35 million in additional cash consideration if FPD achieves agreed EBITDA targets for 2018 ($10 million earn-out), 2019
($10 million earn-out) and 2020 ($15 million earn-out).  The EBITDA target for 2018 was not achieved.  The FPD 2019 results are not yet available.
 
On April 16, 2019 the Purchaser paid Kodak $15 million as a prepayment for services and products to be provided by Kodak to the Purchaser.  The Purchaser has
the option to satisfy its payment obligations to Kodak through a reduction of the prepayment balance or in cash.  As of December 31, 2019, the remaining
prepayment balance was $3 million.
 
The results of operations of FPD are classified as discontinued operations in the Consolidated Statement of Operations for all periods presented.  Direct operating
expenses of the discontinued operations are included in the results of discontinued operations.  Indirect expenses that were historically allocated to the
discontinued operations have been included in the results of continuing operations.  Prior period results have been reclassified to conform to the current period
presentation.
 
The results of operations of the Business are presented below:
 


  Year Ended December 31,  
(in millions)  2019   2018  
Revenues  $ 44  $ 148 


         
Cost of sales   28   90 
Selling, general and administrative expenses   10   21 
Research and development expenses   2   8 
Interest expense   7   27 
Gain on divestiture   (214)   — 
Earnings from continuing operations before income taxes   211   2 
Provision for income taxes   4   9 
Earnings (loss) from discontinued operations  $ 207  $ (7)


 
Interest was allocated to discontinued operations based on an estimated debt paydown of the Term Credit Agreement.  
 
The following table presents cash flow information associated with the Business:
 


  Year Ended December 31,  
(in millions)  2019   2018  
Depreciation  $ —  $ 2 
Amortization   —   1 
Capital expenditures   —   7


 


 
Depreciation and amortization of long-lived assets of the Business included in discontinued operations ceased on December 1, 2018.
 
 


98







NOTE 30: ASSETS HELD FOR SALE
 
Assets held for sale at December 31, 2018 include the assets and liabilities of the FPD business and the assets and liabilities of Kodak (China) Graphics
Communication Co. Ltd., including the offset printing plates facility in Xiamen, China.
 
The following table presents the aggregate carrying amount of major assets and liabilities of FPD:
 


(in millions)  2019   2018  
ASSETS         
Cash and cash equivalents  $ —  $ 2 
Trade receivables, net   —   28 
Inventories, net   —   33 
Property, plant and equipment, net   —   28 
Goodwill   —   20 
Intangible assets   —   1 
Other assets   —   1 


Assets of business held for sale  $ —  $ 113 
         
LIABILITIES         
Accounts payable, trade  $ —  $ 9 
Other current liabilities   —   7 
Pension and other postretirement liabilities   —   4 


Liabilities of business held for sale  $ —  $ 20
 


 
A dedicated entity of FPD had intercompany receivables with Kodak of approximately $5 million as of December 31, 2018 that were part of the transaction but
are not reflected in the table above as these amounts have been eliminated in deriving the consolidated financial statements
 
On August 3, 2019 Kodak reached an agreement with Lucky HuaGuang Graphics Co. Ltd (“HuaGuang”) to establish a strategic relationship in the People’s
Republic of China.  The relationship is comprised of an agreement for Kodak to sell its shares of the Kodak (China) Graphic Communication Co. Ltd. entity
which includes the offset printing plates facility in Xiamen, China, and related assets and liabilities, to HuaGuang, a supply agreement from HuaGuang to Kodak
and a license agreement under which Kodak licenses its plates technology to HuaGuang to sell into the plates market in China.  The relationship was established
at a closing on September 1, 2019 for net cash consideration at closing, in addition to the assumption by HuaGuang of certain liabilities, of $30 million and
promissory notes of $8 million representing the outstanding amount of net intercompany receivables owed by Kodak to the Kodak (China) Graphic
Communication Co. Ltd at the time of closing.  The promissory notes were repaid in full in November 2019.
 
The relationship with HuaGuang includes a license agreement under which Kodak licenses its plates technology to HuaGuang.  Therefore, $13 million of the $30
million of consideration received was recognized as licensing revenue in the Print Systems segment in the three months ended September 30, 2019.  Proceeds
were allocated between the sale of the business and the intellectual property license based on their relative fair values.
 
The following table presents the aggregate carrying amount of major assets and liabilities of Kodak (China) Graphic Communication Co. Ltd:
 


  As of December 31,  
(in millions)  2019   2018  
ASSETS         
Cash and cash equivalents  $ —  $ 13 
Inventories, net   —   5 
Property, plant and equipment, net   —   30 
Intangible assets   —   2 
Other assets   —   4 


Assets of business held for sale  $ —  $ 54 
         
LIABILITIES         
Accounts payable, trade  $ —  $ 19 
Other current liabilities   —   4 


Liabilities of business held for sale  $ —  $ 23
 


 
Current assets held for sale as of December 31, 2019 in the Consolidated Statement of Financial Position included $2 million of assets under contract for sale not
associated with either the FPD or HuaGuang transactions.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE


None.


ITEM 9A. CONTROLS AND PROCEDURES
 
Evaluation of Disclosure Controls and Procedures
Kodak maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed in Kodak’s reports filed or submitted
under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and
that such information is accumulated and communicated to management, including Kodak’s Executive Chairman and Chief Financial Officer, as appropriate, to
allow timely decisions regarding required disclosure.  Kodak’s management, with participation of Kodak’s Executive Chairman and Chief Financial Officer, has
evaluated the effectiveness of Kodak’s disclosure controls and procedures as of the end of the fiscal year covered by this Annual Report on Form 10-K.  Kodak’s
Executive Chairman and Chief Financial Officer have concluded that, as of the end of the period covered by this Annual Report on Form 10-K, Kodak’s
disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) were effective.
 
Management’s Report on Internal Control Over Financial Reporting
The management of Kodak is responsible for establishing and maintaining adequate internal control over financial reporting.  Kodak’s internal control over
financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles in the United States of America.  Kodak’s internal control over financial reporting
includes those policies and procedures that: (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of Kodak; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles in the United States of America, and that receipts and expenditures of Kodak are being made only in
accordance with authorizations of management and directors of Kodak; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of Kodak’s assets that could have a material effect on the financial statements.


Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives because of its inherent limitations.  Internal
control over financial reporting is a process that involves human diligence and compliance and is subject to lapses in judgment or breakdowns resulting from
human failures.  Internal control over financial reporting also can be circumvented by collusion or improper management override.


Because of such limitations, there is a risk that material misstatements may not be prevented or detected on a timely basis by internal control over financial
reporting.  However, these inherent limitations are known features of the financial reporting process.  Therefore, it is possible to design into the process
safeguards to reduce, though not eliminate, this risk.  Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements.  Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.


Management assessed the effectiveness of Kodak’s internal control over financial reporting as of December 31, 2019.  In making this assessment, management
used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) in "Internal Control-Integrated Framework”
(2013).  Based on management’s assessment using the COSO criteria, management has concluded that Kodak's internal control over financial reporting was
effective as of December 31, 2019.  
 
Changes in Internal Control over Financial Reporting
There was no change identified in Kodak’s internal control over financial reporting that occurred during Kodak’s fourth fiscal quarter that has materially affected,
or is reasonably likely to materially affect, Kodak’s internal control over financial reporting.


ITEM 9B.  OTHER INFORMATION


Not applicable.
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PART III


ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE


The information required by Item 10 regarding directors is incorporated by reference from the information under the caption "Board of Directors and Corporate
Governance - Director Nominees" in the Company's Notice of 2020 Annual Meeting and Proxy Statement (the “Proxy Statement”), which will be filed within 120
days after December 31, 2019.  The information required by Item 10 regarding audit committee composition and audit committee financial expert disclosure is
incorporated by reference from the information under the caption "Board of Directors and Corporate Governance - Committees of the Board - Audit and Finance
Committee" in the Proxy Statement.  The information required by Item 10 regarding executive officers is contained in Part I under the caption "Information About Its
Executive Officers".  The information required by Item 10 regarding compliance with Section 16(a) of the Securities Exchange Act of 1934 is incorporated by
reference, if necessary, from the information under the caption "Security Ownership of Certain Beneficial Owners and Management – Delinquent Section 16(a)
Reports" in the Proxy Statement.


We have adopted a Business Conduct Guide that applies to all of our officers and employees, including our principal executive, principal financial and principal
accounting officers, or persons performing similar functions, as well as a Directors’ Code of Conduct that applies to our directors.  Our Business Conduct Guide
and Directors’ Code of Conduct are posted on our website located at http://investor.kodak.com/corporate-governance/supporting-documents.  We intend to
disclose future amendments to certain provisions of the Business Conduct Guide and waivers of the Business Conduct Guide granted to executive officers, on the
website within four business days following the date of the amendment or waiver.


ITEM 11. EXECUTIVE COMPENSATION


The information required by Item 11 is incorporated herein by reference from the information under the following captions in the Proxy Statement: "Executive
Compensation”, “Director Compensation” and “Board of Directors and Corporate Governance – Executive Compensation Committee Interlocks and Insider
Participation.”


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS


The information required by Item 12 is incorporated by reference from the information under the captions "Security Ownership of Certain Beneficial Owners and
Management" in the Proxy Statement.  "Securities Authorized for Issuance Under Equity Compensation Plans" is shown below:


EQUITY COMPENSATION PLAN INFORMATION


As of December 31, 2019, information about the Company’s equity compensation plans is as follows:
 


Plan Category  


Number of Securities
to be Issued Upon


Exercise of
Outstanding Options


and Restricted
Stock Units   


Weighted-
Average


Exercise Price of
Outstanding


Options   


Number of Securities
Remaining Available for


Future Issuance Under Equity
Compensation Plans
(Excluding Securities


Reflected in Column (a))  
  (a)   (b)   (c)  
Equity compensation plans not approved by security holders (1)   7,564,880  $ 10.96   —


 


 
(1) The Company's equity compensation plan not approved by security holders is the 2013 Omnibus Incentive Plan which was approved by the Bankruptcy


Court pursuant to the Plan of Reorganization, the material terms of which were summarized in the Company’s Current Report on Form 8-K filed on
September 10, 2013, and a copy of which was filed with the Quarterly Report on Form 10-Q for the period ending September 30, 2013 and is
incorporated herein by reference.


ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE


The information required by Item 13 is incorporated by reference from the information under the captions "Certain Relationships and Related Transactions" and
"Board of Directors and Corporate Governance - Director and Nominee Independence" in the Proxy Statement.


ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES


The information required by Item 14 is incorporated by reference from the information under the caption “Principal Accounting Fees and Services” in the Proxy
Statement.
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PART IV


 
ITEM 15.  FINANCIAL STATEMENT SCHEDULES, EXHIBITS
 
 1. Valuation and qualifying accounts


Schedule II
 


Eastman Kodak Company
Valuation and Qualifying Accounts


 
  Beginning       Net Deductions   Ending  
(in millions)  Balance   Additions   and Other   Balance  
Year ended December 31, 2019                 
Reserve for doubtful accounts  $ 9   3   4  $ 8 
Deferred tax valuation allowance  $ 853   64   96  $ 821 
                 
Year ended December 31, 2018                 
Reserve for doubtful accounts  $ 9   4   4  $ 9 
Deferred tax valuation allowance  $ 856   74   77  $ 853


 


 
All other schedules have been omitted because they are not applicable, or the information required is shown in the financial statements or notes thereto.
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Eastman Kodak Company
Index to Exhibits


Exhibit
Number


  


   
(2.1)  Stock and Asset Purchase Agreement, dated as of November 11, 2018, by and between Eastman Kodak Company and MIR Bidco SA.


(Incorporated by reference to Exhibit 2.1 of the Company’s Current Report on Form 8-K as filed November 13, 2018).
   
(2.2)  First Amendment to Stock and Asset Purchase Agreement, dated as of March 29, 2019, by and between Eastman Kodak Company and


MIR Bidco SA (Incorporated by reference to Exhibit (2.3) of the Company’s Current Report on Form 8-K as filed April 9, 2019).
   
(2.3)  Earn-Out Agreement, dated as of November 11, 2018, by and between Eastman Kodak Company and MIR Bidco SA. (Incorporated by


reference to Exhibit 2.2 of the Company’s Current Report on Form 8-K as filed November 13, 2018).
   
(3.1)  Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated by reference to Exhibit 4.1 of the


Company’s Registration Statement on Form S-8 as filed on September 3, 2013).
   
(3.2)  Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company. (Incorporated


by reference to Exhibit 3.1 of the Company’s Current Report on Form 8-K as filed November 16, 2016).
   
(3.3)  Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated


by reference to Exhibit (3.1) of the Company’s Current Report on Form 8-K as filed September 12, 2019).
   
(3.4)  Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated


by reference to Exhibit (3.2) of the Company’s Current Report on Form 8-K as filed September 12, 2019).
   
(3.5)  Fourth Amended and Restated By-Laws of Eastman Kodak Company. (Incorporated by reference to Exhibit 3.1 of the Company’s Current


Report on Form8-K as filed on May 25, 2017).
   
(4.1)  Registration Rights Agreement between Eastman Kodak Company and certain stockholders listed on Schedule 1 thereto, dated September


3, 2013. (Incorporated by reference to Exhibit 4.1 of the Company’s Registration Statement on Form 8-A as filed on September 3, 2013).
   
(4.2)  Registration Rights Agreement by and among Eastman Kodak Company, Southeastern Asset Management, Inc., Longleaf Partners Small-


Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, dated November 15, 2016. (Incorporated by reference
to Exhibit 4.1 of the Company’s Current Report on Form 8-K as filed November 16, 2016).


   
(4.3)  Shareholder Agreement, dated as of April 17, 2017, by and among Eastman Kodak Company, Longleaf Partners Small-Cap Fund, C2W


Partners Master Fund Limited, Deseret Mutual Pension Trust and Southeastern Asset Management, Inc. (Incorporated by reference to
Exhibit 4.6 of the Company’s Amendment No. 2 to Registration Statement on Form S-3 as filed on May 5, 2017).


   
(4.4)  Amendment No. 1 to Shareholder Agreement, dated as of May 20, 2019 by and among Eastman Kodak Company, Southeastern Asset


Management, Inc., Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension
Trust  (Incorporated by reference to Exhibit (10.2) of the Company’s Current Report on Form 8-K as filed May 21, 2019).


   
(4.5)  Form of Secured Convertible Note (Incorporated by reference to Exhibit (4.1) of the Company’s Current Report on Form 8-K as filed


May 24, 2019).
   
(4.6)  Form Amendment, dated September 12, 2019, to Form of Secured Convertible Note (Incorporated by reference to Exhibit 4.1 of the


Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2019 as filed on November 7, 2019).
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http://www.sec.gov/Archives/edgar/data/31235/000119312518324635/d600171dex21.htm

http://www.sec.gov/Archives/edgar/data/31235/000156459019011066/kodk-ex23_7.htm
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http://www.sec.gov/Archives/edgar/data/31235/000156459016029358/kodk-ex31_26.htm
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http://www.sec.gov/Archives/edgar/data/31235/000156459016029358/kodk-ex31_26.htm
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http://www.sec.gov/Archives/edgar/data/31235/000119312513355253/d591061dex41.htm

http://www.sec.gov/Archives/edgar/data/31235/000156459016029358/kodk-ex41_27.htm

http://www.sec.gov/Archives/edgar/data/31235/000119312517159882/d329572dex46.htm

http://www.sec.gov/Archives/edgar/data/31235/000119312519152198/d752945dex102.htm

http://www.sec.gov/Archives/edgar/data/31235/000119312519157203/d753287dex41.htm

http://www.sec.gov/Archives/edgar/data/31235/000156459019041750/kodk-ex41_29.htm





(4.7)  Guarantee and Collateral Agreement, dated as of May 24, 2019, from grantors as referred to therein as Grantors to Wilmington Trust,
National Association, as collateral agent, and Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual
Pension Trust (Incorporated by reference to Exhibit (4.2) of the Company’s Current Report on Form 8-K as
filed May 24, 2019).


   
(4.8)  Registration Rights Agreement, dated as of May 24, 2019, by and among Eastman Kodak Company, Longleaf Partners SmallCap Fund,


C2W Partners Master Fund Limited and Deseret Mutual Pension Trust (Incorporated by reference to Exhibit (4.3) of the Company’s
Current Report on Form 8-K as filed May 24, 2019).


   
(4.9)  Tax Asset Protection Plan, dated as of September  12, 2019, between Eastman Kodak Company and Computershare Trust Company, N.A.,


as Rights Agent, which includes as Exhibit A the forms of Rights Certificate and Election to Exercise and as Exhibit B the form of
Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of the Company with respect to the
Participating Preferred Stock of the Company  (Incorporated by reference to Exhibit (4.1) of the Company’s Current Report on Form 8-K
as filed September 12, 2019).


   
(4.10)  Description of Securities, filed herewith.


   
*(10.1)  Eastman Kodak Company 2013 Omnibus Incentive Plan. (Incorporated by reference to Exhibit 4.4 of the Company’s Registration


Statement on Form S-8 as filed on September 3, 2013).
   
*(10.2)  First Amendment to the Eastman Kodak Company 2013 Omnibus Incentive Plan.  (Incorporated by reference to Exhibit 99.1 of the


Company’s Current Report on Form 8-K as filed May 24, 2018).
   
*(10.3)  Second Amendment to the Eastman Kodak Company 2013 Omnibus Incentive Plan, (Incorporated by reference to Exhibit 10.3 of the


Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018 as filed on April 1, 2019).
   
*(10.4)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit Award Agreement. (Incorporated by


reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2013 as filed on
November 12, 2013).


   
*(10.5)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Nonqualified Stock Option Agreement. (Incorporated by reference to


Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2015 as filed on May 7, 2015).
   
*(10.6)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award


Agreement (with Modified Accelerated Vesting).(Incorporated by reference to Exhibit 10.5 of the Company’s Annual Report on Form 10-
K for the fiscal year ended December 31, 2016 as filed on March 7, 2017).


   
*(10.7)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award


Agreement (with Continued Vesting). (Incorporated by reference to Exhibit 10.6 of the Company’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2016 as filed on March 7, 2017).


   
*(10.8)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Executive Restricted Stock Unit and Nonqualified Stock Option Award


Agreement (with Forfeiture upon Termination). (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form
10-Q for the quarterly period ended June 30, 2017 as filed on August 9, 2017).


   
*(10.9)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Award Agreement for 2018 Performance Incentive


Program.  (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2018 as filed on August 9, 2018).


   
*(10.10)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Director Restricted Stock Unit Award Agreement. (Incorporated by


reference to Exhibit 10.3 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2013 as filed on March
19, 2014).
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*(10.11)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Director Restricted Stock Unit Award Agreement (One Year Vesting).
(Incorporated by reference to Exhibit 10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2017
as filed on August 9, 2017).


   
*(10.12)  Eastman Kodak Company 2013 Omnibus Incentive Plan Form of Quarterly Director Restricted Stock Unit Award Agreement (Immediate


Vesting), filed herewith (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2019 as filed on November 7, 2019).


   
*(10.13)  Eastman Kodak Company Deferred Compensation Plan for Directors dated December 26, 2013. (Incorporated by reference to Exhibit


10.23 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2013 as filed on March 19, 2014).
   
*(10.14)  Eastman Kodak Company Officer Severance Policy, effective as of November 10, 2015. (Incorporated by reference to Exhibit 10.25 of the


Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015 as filed on March 15, 2016).
   
*(10.15)  Eastman Kodak Company Executive Compensation for Excellence and Leadership (as amended and restated January 1, 2014).


(Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2014 as filed on May 6, 2014).


   
*(10.16)  Eastman Kodak Company Administrative Guide for the 2018 Performance Period under the Executive Compensation for Excellence and


Leadership Plan. (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period
ended March 31, 2018 as filed on May 10, 2018).


   
*(10.17)  Eastman Kodak Company Administrative Guide for Supplemental Awards for the 2018 Performance Period under the Executive


Compensation for Excellence and Leadership Plan.   (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on
Form 10-Q for the quarterly period ended June 30, 2018 as filed on August 9, 2018).


   
*(10.18)  Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, dated March 10, 2014. (Incorporated by reference to


Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2014 as filed on May 6, 2014).
   
*(10.19)  Amendment to Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, dated March 14, 2016. (Incorporated by


reference to Exhibit 10.5 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2016 as filed on
May 5, 2016).


   
*(10.20)  Amended and Restated Employment Agreement between Eastman Kodak Company and Jeffrey J. Clarke, effective as of March 12, 2017.


(Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2017 as filed on May 9, 2017).


   
*(10.21)  Eastman Kodak Company 2013 Omnibus Incentive Plan Award Agreement for Jeffrey J. Clarke, dated March 12, 2014. (Incorporated by


reference to Exhibit 10.17 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2016 as filed on March
7, 2017).


   
*(10.22)  Separation Agreement and Release between Eastman Kodak Company and Jeffrey J. Clarke dated February 20, 2019 (Incorporated by


reference to Exhibit (10.22) of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018 as filed on April
1, 2019).


   
*(10.23)  Executive Chairman Agreement between Eastman Kodak Company and James V. Continenza, dated February 20, 2019 (Incorporated by


reference to Exhibit (10.23) of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018 as filed on April
1, 2019).


   
*(10.24)  James V. Continenza Consolidated Award Agreements, Tranches 1-4, dated February 20, 2019 (Incorporated by reference to Exhibit


(10.24) of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2018 as filed on April 1, 2019).
   
*(10.25)  Employment Agreement between Eastman Kodak Company and Eric Mahe, dated April 23, 2014. (Incorporated by reference to Exhibit


10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2018 as filed on August 9, 2018).
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*(10.26)  Description of Eric Mahe Travel Stipend.  (Incorporated by reference to the description in Item 5.02 in the Company’s Current Report on
Form 8-K as filed on October 3, 2018).


   
*(10.27)  Employment Agreement between Eastman Kodak Company and David E. Bullwinkle, dated June 20, 2016. (Incorporated by reference to


Exhibit 10.3 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2016 as filed on August 9, 2016).
   
*(10.28)  Description of David E. Bullwinkle Compensation Increase.  (Incorporated by reference to the description in Item 5.02 in the Company’s


Current Report on Form 8-K as filed on November 30, 2018).
   
*(10.29)  Description of John O’Grady Compensation Increase.  (Incorporated by reference to the description in Item 5.02 in the Company’s


Current Report on Form 8-K as filed on April 9, 2018).
   
*(10.30)  Employment Agreement between Eastman Kodak Company and Sharon Underberg, dated December 17, 2014. (Incorporated by reference


to Exhibit 10.26 of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2017 as filed on March 15,
2018).


   
*(10.31)  Letter Agreement Regarding Special Severance Plan dated May 31, 2018 between Eastman Kodak Company and Roger W. Byrd, filed


herewith.
   
(10.32)  Intercreditor Agreement dated September 3, 2013 among Bank of America, N.A. as Representative with respect to the ABL Credit


Agreement, JPMorgan Chase Bank, N.A. as Representative with respect to the Senior Term Loan Agreement, Barclays Bank PLC, as
Representative with respect to the Junior Term Loan Agreement, Eastman Kodak Company and the other grantors party thereto.
(Incorporated by reference to Exhibit 10.5 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30,
2013 as filed on November 12, 2013).


   
# (10.33)  Senior Secured First Lien Term Credit Agreement dated September 3, 2013 among Eastman Kodak Company, as the Borrower, the


lenders party thereto, JPMorgan Chase Bank, N.A. as Administrative Agent, and J.P. Morgan Securities LLC, Barclays Bank PLC and
Merrill Lynch, Pierce, Fenner & Smith Incorporated, as Joint Lead Arrangers and Joint Bookrunners. (Incorporated by reference to
Exhibit 10.6 of the Company’s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2013 as filed on November
12, 2013).


   
# (10.34)  Guarantee and Collateral Agreement dated September 3, 2013 from the grantors referred to therein as Grantors to JPMorgan Chase Bank,


N.A. as Administrative Agent. (Incorporated by reference to Exhibit 10.7 of the Company’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2013 as filed on November 12, 2013).


   
(10.35)  Amendment No. 2 to Amended and Restated Credit Agreement (including attached Second Amended and Restated Credit Agreement),


dated as of May 24, 2019 by and among Company, the subsidiary Guarantors, the lenders party thereto and Bank of America, N.A., as
administrative and collateral agent) (Incorporated by reference to Exhibit (10.1) of the Company’s Current Report on Form 8-K as filed
May 24, 2019).


   
# (10.36)  Amended and Restated Security Agreement, dated May 26, 2016, from the Grantors referred to therein, as Grantors, to Bank of America,


N.A., as Agent. (Incorporated by reference to Exhibit 10.2 of the Company’s Quarterly Report on Form 10-Q for the quarterly period
ended June 30, 2016 as filed on August 9, 2016).


   
(10.37)  Series A Preferred Stock Purchase Agreement, dated as of November 7, 2016, by and among Eastman Kodak Company, Southeastern


Asset Management, Inc., Longleaf Partners Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust.
(Incorporated by reference to Exhibit 10.1 of the Company’s Current Report on Form 8-K as filed on November 7, 2016).


   
(10.38)  Notes Purchase Agreement, dated as of May 20, 2019, by and among Eastman Kodak Company, Longleaf Partners Small-Cap Fund, C2W


Partners Master Fund Limited and Deseret Mutual Pension Trust (Incorporated by reference to Exhibit (10.1) of the Company’s Current
Report on Form 8-K as filed May 21, 2019).


   
(10.39)  Form of Voting and Support Agreement (Incorporated by reference to Exhibit (10.2) of the Company’s Current Report on Form 8-K as


filed May 24, 2019).
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(10.40)  Settlement Agreement between Eastman Kodak Company, Kodak Limited, Kodak International Finance Limited, Kodak
Polychrome Graphics Finance UK Limited, and the KPP Trustees Limited, as trustee for the Kodak Pension Plan of the United Kingdom,
dated April 26, 2013. (Incorporated by reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended June 30, 2013 as filed on August 7, 2013).


   
(10.41)  Amended and Restated Stock and Asset Purchase Agreement between Eastman Kodak Company, Qualex, Inc., Kodak (Near East), Inc.,


KPP Trustees Limited, as Trustee for the Kodak Pension Plan of the United Kingdom, and, solely for purposes of Section 11.4, KPP
Holdco Limited, dated August 30, 2013. (Incorporated by reference to Exhibit 2.3 of the Company’s Quarterly Report on Form 10-Q for
the quarterly period ended September 30, 2013 as filed on November 12, 2013).


   
(10.42)  Amended and Restated Settlement Agreement (Eastman Business Park) between Eastman Kodak Company, the New York State


Department of Environmental Conservation, and the New York State Urban Development Corporation d/b/a Empire State Development,
dated August 6, 2013. (Incorporated by reference to Exhibit 10.10 of the Company’s Quarterly Report on Form 10-Q for the quarterly
period ended September 30, 2013 as filed on November 12, 2013).


   
(21)  Subsidiaries of Eastman Kodak Company, filed herewith.
   
(23)  Consent of Independent Registered Public Accounting Firm, filed herewith.
   
(31.1)  Certification signed by James V. Continenza, filed herewith.
   
(31.2)  Certification signed by David E. Bullwinkle, filed herewith.
   
(32.1)  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by


James V. Continenza, filed herewith.
   
(32.2)  Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 signed by David


E. Bullwinkle, filed herewith.
   
(101.CAL)  XBRL Taxonomy Extension Calculation Linkbase.
   
(101.INS)  XBRL Instance Document.
   
(101.LAB)  XBRL Taxonomy Extension Label Linkbase.
   
(101.PRE)  XBRL Taxonomy Extension Presentation Linkbase.
   
(101.SCH)  XBRL Taxonomy Extension Scheme Linkbase.
   
(101.DEF)  XBRL Taxonomy Extension Definition Linkbase.
   
 
*  Management contract or compensatory plan or arrangement.
# Eastman Kodak Company was granted confidential treatment for certain information contained in this exhibit.  Such information was filed separately with the
Securities and Exchange Commission pursuant to an application for confidential treatment under 17 C.F.R. §§ 200.80(b)(4) and 240.24b-2
 
ITEM 16. FORM 10-K SUMMARY
 
None.
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SIGNATURES


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto duly authorized.
 
 EASTMAN KODAK COMPANY
 (Registrant)
  
By: /s/ James V. Continenza
 James V. Continenza
 Executive Chairman
 March 17, 2020


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and
in the capacities and on the date indicated.
 
  Signature  Title
     


By:  /s/ James V. Continenza  Executive Chairman
  James V. Continenza  (Principal Executive Officer)
     


By:  /s/ David E. Bullwinkle  Chief Financial Officer
  David E. Bullwinkle  (Principal Financial Officer)
     


By:  /s/ Eric H. Samuels  Chief Accounting Officer and Corporate Controller
  Eric H. Samuels  (Principal Accounting Officer)
     


By:  /s/ Richard Todd Bradley  Director
  Richard Todd Bradley   
     


By:  /s/ Jeffrey D. Engelberg  Director
  Jeffrey D. Engelberg   
     


By:  /s/ George Karfunkel  Director
  George Karfunkel   
     


By:  /s/ Philippe D. Katz  Director
  Philippe D. Katz   
     


By:  /s/ Jason New  Director
  Jason New   
     


By:  /s/ William G. Parrett  Director
  William G. Parrett   
     


 


Date: March 17, 2020
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Exhibit (4.10)
 


EASTMAN KODAK COMPANY
DESCRIPTION OF COMMON STOCK


Eastman Kodak Company, a New Jersey corporation (the “Company”), has one class of securities registered under Section 12 of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”): its common stock, par value $0.01 per share (“Common Stock”).


General


The Company is authorized to issue up to 500,000,000 shares of Common Stock and 60,000,000 shares of preferred stock, no par value per share. The
rights of holders of the Common Stock are subject to the rights of holders of any series of preferred stock that may be issued from time to time (including the
2,000,000 shares of the Company’s currently outstanding 5.50% Series A Convertible Preferred Stock, no par value per share (the “Series A Preferred Stock”)),
including liquidation rights, special voting rights and preferences with respect to payment of dividends. For a more detailed description of the terms of our capital
stock, please refer to the Company’s Second Amended and Restated Certificate of Incorporation and amendments thereto (collectively, the “Certificate”) and the
Fourth Amended and Restated By-Laws (the “By-Laws”) filed as exhibits to the report to which this description is filed as an exhibit.


Dividends


Subject to applicable law and to the designated preferential rights of any outstanding series of preferred stock that the Board of Directors of the
Company (the “Board”) may cause to be issued, from time to time, the holders of Common Stock will be entitled to dividends as may be declared from time to
time by the Board.


Holders of Series A Preferred Stock are entitled to receive cash dividends in an amount equal to the dividend rate of 5.50% of the liquidation preference
of $100.00 per share of Series A Preferred Stock (the “liquidation preference”). Dividends on the Series A Preferred Stock will be paid in cash if the Company
has funds legally available for payment and the Board, or an authorized committee thereof, declares a cash dividend payable.


Prior to the mandatory redemption date of the Series A Preferred Stock, unless all accumulated and unpaid dividends on the Series A Preferred Stock
have been paid in full or a sum for such amounts has been set aside for payment, the Company may not declare dividends on shares of Common Stock or any
other shares of the Company’s stock ranking junior or equal to the Series A Preferred Stock and may not purchase, redeem or otherwise acquire such shares,
subject to certain customary exceptions.


Ranking


The Common Stock ranks junior to the Series A Preferred Stock as to payment of dividends and distributions of assets upon the liquidation, dissolution
or winding up of Company.


Voting Rights


Each share of Common Stock entitles the holder thereof to one vote on all matters, including the election of directors, and, except as otherwise required
by law or provided in any resolution adopted by our Board with respect to any series of preferred stock, the holders of the shares of Common Stock will possess
all voting power. Generally, all matters to be voted on by the shareholders must be approved by a majority of the votes cast at a meeting at which a quorum is
present, subject to state law and any voting rights granted to any of the holders of preferred stock.  Holders of Series A Preferred Stock are entitled to vote upon
all matters upon which holders of Common Stock have the right to vote, and will be entitled to the number of votes equal to the number of full shares of
Common Stock into which such shares of Series A Preferred Stock could be converted at the then applicable conversion rate, at the record date, such votes to be
counted together with shares of Common Stock and not separately as a class. The Certificate provides for certain limitations on the voting rights of holders of
Common Stock with respect to amendments to the Certificate that affect the terms of outstanding preferred stock, including the Series A Preferred Stock.
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Directors


The number of directors shall be no fewer than seven and not more than 13, or as otherwise fixed pursuant to the Fourth Amended and Restated By-laws
of the Company.  Holders of Common Stock do not have cumulative voting rights with respect to the election of directors. A nominee for director shall be
elected to the Board if the nominee receives a majority of the votes cast at a meeting at which a quorum is present. A nominee receives a majority of the votes
cast if the votes “for” such nominee’s election exceed the votes “against” such nominee’s election. However, directors shall be elected by a plurality of the votes
cast in any contested election for directors. A “contested election” is any election in which the number of nominees seeking election is more than the number of
directors to be elected. Shareholders will be permitted only to vote “for” or “withhold” authority in a contested election.


The holders of the Series A Preferred Stock currently have the contractual right to nominate two individuals for election as members of the Board.  If
and when dividends on the Series A Preferred Stock are in arrears for six or more dividend periods, the holders of Series A Preferred Stock (voting with holders
of all other classes of preferred stock of the Company whose voting rights are then exercisable) are entitled to vote for the election of two additional directors in
the next annual meeting and all subsequent meetings until all accumulated dividends on such Series A Preferred Stock and other voting preferred stock have been
paid or set aside, during which period the number of individuals the holders of the Series A Preferred Stock are contractually entitled to nominate will be reduced
by two.  If and when all accumulated dividends have been paid on the Series A Preferred Stock and other voting preferred stock, such rights of such holders of
Series A Preferred Stock and other voting preferred stock will immediately cease and the contractual nomination right of the holders of the Series A Preferred
Stock will be reinstated.


Except as may otherwise be required by law or by the Certificate, the By-Laws may be amended, altered, or repealed, in whole or in part, by the
affirmative vote of a majority of the Board.  The stockholders, by a majority of the votes cast at a meeting of the stockholders called for such purpose, may adopt,
alter, amend or repeal the By-Laws whether made by the Board or otherwise; such amendments adopted by the stockholders may not be amended or repealed by
action of the Board without (i) the affirmative vote of a majority of the votes cast at a meeting of the stockholders called for such purpose or (ii) approval by
written consent of the stockholders.


Other


The holders of Common Stock do not have preemptive rights. There are no subscription, redemption, conversion or sinking fund provisions with respect
to the Common Stock.


Pursuant to section 1123(a)(6) of chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”), the Company is prohibited from issuing any
non-voting equity securities for so long as section 1123 of the Bankruptcy Code is in effect and applicable to the Company. This restriction on the issuance of
non-voting equity securities is included in the Certificate.


The transfer agent and registrar for the Common Stock, which is listed on the New York Stock Exchange under the symbol KODK, is Computershare
Shareowner Services.


Anti-Takeover Provisions


Various provisions contained in the Certificate, the By-Laws, and New Jersey law could delay or discourage some transactions involving an actual or
potential change in control of the Company or its management. Provisions in the Certificate and the By-Laws:


 
 • provide that only a majority of the Board, the Chairman or the President may call a special meeting of the stockholders, except that a special


meeting must be called upon the request from at least 20% of the total number of votes represented by the entire amount of capital stock of the
Company issued and outstanding and entitled to vote at the meeting;
 


 • provide an advanced written notice procedure with respect to stockholder proposals and stockholder nomination of candidates for election as
directors; and
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 • provide that directors may fill any vacancies on the Board, including vacancies resulting from an increase the number of directors.


 


In addition, the Company is subject to Section 14A-10A of the New Jersey Shareholders Protection Act, a type of anti-takeover statute designed to
protect stockholders against coercive, unfair or inadequate tender offers and other abusive tactics and to encourage any person contemplating a business
combination with the Company to negotiate with the Board for the fair and equitable treatment of all stockholders. Subject to certain qualifications and
exceptions, the statute prohibits an interested stockholder of a corporation from effecting a business combination with the corporation for a period of five years
unless the corporation’s board of directors approved the combination prior to the stockholder becoming an interested stockholder or after the stockholder
becoming an interested stockholder if the corporation’s board of directors approved both the transaction causing a person to become an interested stockholder
and the subsequent business combination. In addition, but not in limitation of the five-year restriction, if applicable, corporations covered by the New Jersey
statute may not engage at any time in a business combination with any interested stockholder of that corporation unless the combination is approved by the board
of directors prior to the interested stockholder’s stock acquisition date, the combination receives the approval of two-thirds of the voting stock of the corporation
not beneficially owned by the interested stockholder or the combination meets minimum financial terms specified by the statute.


An “interested stockholder” is defined to include any beneficial owner of 10% or more of the voting power of the outstanding voting stock of the
corporation and any affiliate or associate of the corporation who within the prior five year period has at any time owned 10% or more of the voting power of the
then outstanding stock of the corporation.


The term “business combination” is defined to include a broad range of transactions including, among other things:
 


 •  the merger or consolidation of the corporation with the interested stockholder or any corporation that is or after the merger or consolidation would be
an affiliate or associate of the interested stockholder,


 


 •  the sale, lease, exchange, mortgage, pledge, transfer or other disposition to an interested stockholder or any affiliate or associate of the interested
stockholder of 10% or more of the corporation’s assets, or


 


 •  the issuance or transfer to an interested stockholder or any affiliate or associate of the interested stockholder of 5% or more of the aggregate market
value of the stock of the corporation.


The effect of the statute is to protect non-tendering, post-acquisition minority stockholders from mergers in which they will be “squeezed out” after the
merger, by prohibiting transactions in which an acquirer could favor itself at the expense of minority stockholders. The statute generally applies to corporations
that are organized under New Jersey law.
 







Karen Kelly, Director, Excellence and
Vice P


 


 
 


Exhibit (10.31)
Total Rewards and Operational resident, Human Resources
Personal and Confidential


 


May 31, 2018
 


TO: Roger Byrd
 FROM: Karen Kelly, Director, Total Rewards and Oper Excellence and VP, Human Resources  


SUBJECT: Special Severance Plan
 


Dear Roger:


In recognition of your critical contributions to the Legal organization, I am pleased to inform you of the Company’s
agreement to provide you with special severance protection, effective upon your agreement with the terms of this letter
(“Agreement”). We hope that by providing you with this enhanced severance protection, you can maintain focus on the critical
deliverables laid out for you in 2018 and beyond.


 
Under the terms of this letter, if your employment terminates without cause (as defined in the attached Appendix), we


will provide for severance protection at 1X your base salary (“Separation Pay”).
 


If the Company is required to pay severance or termination benefits to you under any other plan, agreement or
arrangement, or by law, the Separation Pay payable to you under this Agreement will be reduced by the amount of the required
severance or termination benefits required to be paid to you under such other plan, agreement or arrangement, or by law. This
provision is intended to prevent duplication of benefits, and is not intended to permit an alteration in the time or form of the
Separation Pay payable under this Agreement.


 
This Agreement is confidential and should not be discussed with anyone (including co-workers) other than your family


members and your financial and legal advisors. These individuals must also keep the terms of the Agreement confidential. We
are relying on your sensitivity and professionalism in observing this request.


 
On behalf of Kodak and the Legal organization, I want to thank you for your service and look forward to your continued


contributions.
 


Sincerely,
 


 
/s/ Karen M. Kelly
Director, Total Rewards and Operational Excellence and Vice
President, HR


 
 
 CC: Mary Anne Detmer Rich


Michaels Sharon
Underberg


 


 


Eastman Kodak Company • 343 State Street • Rochester, NY 14650-0233
 







 


Appendix Special Severance
Plan


 
 


Qualifying Terminations:
 
A. Eligible Qualifying Terminations. In the event of the termination by the Company of your employment with the


Company without Cause, if you satisfy the requirement set forth in Paragraph B Waiver and Release, you shall be eligible to
receive the compensation specified in this Agreement. You will not be eligible for compensation or benefits under this
Agreement in the event of the termination of your employment with the Company for Cause or by reason of your death or
Disability.


 


 
B. Waiver and Release. To be eligible for the severance compensation and benefits specified by this Agreement, you


must sign and not revoke a waiver and release of all claims arising out of (A) your employment with the Company, and (B) your
termination of employment from the Company, on a form reasonably satisfactory to the Company and provided to the
Participant, before the deadline specified by the release.


 


 
C. Non-Disparagement. By accepting any severance compensation or benefits under this Agreement, you agree and


covenant not to disparage the Company, its directors, its officers or its employees; provided, however, this covenant shall not
prohibit you from reporting possible violations of federal laws or regulations to any governmental agency or entity, including, but
not limited to, the Securities and Exchange Commission.


 


 
 D. Cause. For purposes of this Agreement, “Cause” means any of the following:


(i) your continued failure, for a period of at least 30 calendar days following a written warning, to perform your duties in a manner
deemed satisfactory by your supervisor, in the exercise of his or her sole discretion; (ii) your failure to follow a lawful written directive
of Kodak’s Chief Executive Officer, your supervisor or Kodak’s Board of Directors; (iii) your willful violation of any material rule,
regulation, or policy that may be established from time to time for the conduct of the Company’s business; (iv) your unlawful
possession, use or sale of narcotics or other controlled substances, or performing job duties while illegally used controlled
substances are present in the your system; (v) any act or omission or commission by you in the scope of your employment (A) which
results in the assessment of a civil or criminal penalty against you or the Company, or (B) which in the reasonable judgment of your
supervisor could result in a material violation of any foreign or U.S. federal, state or local law or regulation having the force of law; (vi)
your conviction of or plea of guilty or no contest to any crime involving moral turpitude; (vii) any misrepresentation of a material fact
to, or concealment of a material fact from, your supervisor or any other person in the Company to whom you have a reporting
relationship in any capacity; or (viii) your breach of the Company’s Business Conduct Guide or the Eastman Kodak Company
Employee’s Agreement.
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Payment of Separation Pay; Tax Withholding:
 


The Separation Pay payable to you in the event of your Qualifying Termination shall be paid over the 12-month period
following the Qualifying Termination in accordance with the Company’s usual payroll practices, less the amount of applicable
federal, state and local income and employment tax withholdings. The payment of Separation Pay shall commence with the first
full payroll period following the expiration of the period during which you may revoke the waiver and release required above, and
the first installment of Separation Pay shall include any installments that would otherwise have been paid following the date of
your Qualifying Termination and before the payment date of such first installment of Separation Pay.


 
Section 409A:


 
The Separation Pay is intended to qualify for an exemption from the requirements of Section 409A of the Internal


Revenue Code of 1986, as amended, and the regulations promulgated and other official guidance issued thereunder (collectively,
“Section 409A”), and this Agreement shall be administered and interpreted consistent with such intent. Notwithstanding the
foregoing, the Company makes no representations that the Separation Pay is exempt from Section 409A, and in no event will the
Company be liable for all or any portion of any taxes, penalties, interest or other expenses that may be incurred by you on account
of non-compliance with Section 409A. Each payment under this Policy shall be deemed to be a separate payment for purposes of
Section 409A. References to “termination of employment” and similar terms used in this Agreement mean a “separation from
service” within the meaning of Section 409A. In the event that you are a “specified employee” (within the meaning of Section 409A
and as determined by the Company) at the time of separation from service, any compensation payable hereunder by reason of
such separation of service that would otherwise be paid during the six-month period immediately following such separation from
service shall instead be paid on the first day of the seventh month following the separation from service if and to the extent
required to comply with Section 409A.


 
Miscellaneous:


 
A. Employee’s Agreement. Your Eastman Kodak Company Employee’s Agreement will remain in full force and effect


following the your termination of employment with the Company, including, without limitation, the provisions regarding
nondisclosure of confidential information, non-competition with the Company, and non-solicitation of Company employees,
customers and suppliers. Before you accept employment with any other person or entity while your Employee’s Agreement is in
effect, you must provide the prospective employer with written notice of the provisions of the Employee’s Agreement and will
deliver a copy of the notice to the Company.


 


 
B. No Guarantee of Employment. Nothing in this Agreement will be construed as granting you a right to continued


employment or other service with the Company, or to interfere with the right of the Company to discipline or discharge you at
any time.


 


 
C. Benefits Bearing. In no event shall any of the Separation Pay provided under this Agreement be “benefits bearing.”  


 
D. Clawback. In the event that you breach any of the terms of the Eastman Kodak Company Employee’s Agreement, in


addition to and not in lieu of any other remedies that the Company may pursue against you, no further payments of
Separation Pay will be made to
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Signature
of
agreement:


 
 


 


 
 


 
 
 


you pursuant to this Agreement and you shall immediately repay to the Company all moneys previously paid to you pursuant to this
Agreement.


 
E. No Waiver. The failure by the Company or its agent to enforce any provision of this Agreement at any time or from


time to time, and with respect to any person or persons, shall not be construed to be a waiver of such provision, nor in any way limit the Company's
or its agent's ability to enforce such provision in any situation.


 
F. Severability. If part or all of any of the provisions of this Agreement shall be held or deemed to be or shall in fact be


inoperative or unenforceable as applied in any particular situation, such circumstances shall not have the effect of rendering any other parts of the
provision at issue or other Agreement provisions invalid, inoperative or unenforceable to any extent whatsoever.


 
G. Governing Law. This Agreement shall be construed in accordance with the laws of New York State without regard


to the conflicts of law principles thereof.
 


H. Headings. The headings used in this Agreement are for convenience of reference only and will not control or affect
the meaning or construction of any of its provisions.


 
* * * * *


 
 
 


 
  EASTMAN KODAK COMPANY
    
Date:  May 31, 2018  By: /s/ Roger W. Byrd
   Roger W. Byrd
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Exhibit (21)
 
 


 
Eastman Kodak Company and Subsidiary Companies


  
Subsidiaries of the Registrant as of December 31, 2019 are listed below:


  
1680382 Ontario Limited Ontario, Canada
Eastman Kodak Holdings B.V. Netherlands
Da Hai (Shanghai) Trading Co Ltd China
Eastman Kodak International Capital Company, Inc. Delaware
Eastman Kodak Sarl Switzerland
Far East Development Ltd Delaware
FPC Inc. California
Horsell Graphic Industries Ltd. United Kingdom
Kodak France
Kodak (Australasia) Pty. Ltd. Australia
Kodak (China) Company Limited China
Kodak (China) Graphic Communications Company Ltd. China
Kodak (China) Investment Company Limited China
Kodak (China) Limited Hong Kong
Kodak (Malaysia) Sdn. Bhd. Malaysia
Kodak (Near East), Inc. New York
Kodak (Shanghai) International Trading Co. Ltd. China
Kodak (Singapore) Pte. Limited Singapore
Kodak (Thailand) Limited Thailand
Kodak (Xiamen) Digital Imaging Products Company China
Kodak A/S Denmark
Kodak Americas, Ltd. New York
Kodak Argentina S.A.I.C. Argentina
Kodak Brasileira Comércio de Produtos para Imagem e Serviços Ltda. Brazil
Kodak Canada ULC British Columbia, Canada
Kodak Chilena S.A.F. Chile
Kodak de Colombia, SAS Columbia
Kodak de Mexico S.A. de C.V. Mexico
Kodak Electronic Products (Shanghai) Company Limited China
Kodak Film Lab Atlanta, Inc. Delaware
Kodak GmbH Austria
Kodak GmbH Germany
Kodak Graphic Communications EAD Germany
Kodak Graphic Communications GmbH Germany
Kodak Graphic Communications Limited United Kingdom
Kodak Holding GmbH Germany
Kodak IL Ltd. Israel
Kodak India Private Limited India
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Kodak International Finance Limited United Kingdom
Kodak Japan Ltd. Japan
Kodak Korea Limited South Korea
Kodak LB Tech, LLC Delaware
Kodak Limited United Kingdom
Kodak Mexicana S.A.de C.V. Mexico
Kodak Nederland B.V. Netherlands
Kodak New Zealand Limited New Zealand
Kodak Nordic AB Sweden
Kodak OOO Russia
Kodak Oy Finland
Kodak PE Tech, LLC Delaware
Kodak Philippines, Ltd. New York
Kodak Polska Sp.zo.o Poland
Kodak Polychrome Graphics (Maderia) Servicos Ltd. Barbados
Kodak Polychrome Graphics Company Ltd. Barbados
Kodak Polychrome Graphics Cono Sur SA Uruguay
Kodak Polychrome Graphics Export SAFI Uruguay
Kodak Realty, Inc. New York
Kodak SA/NV Belgium
Kodak Societa per Azioni Italy
Kodak Societe Anonyme Switzerland
Kodak Unterstützungsgesellschaft GmbH Germany
Kodak, Sociedad Anonima Spain
Kodakit (Singapore) Pte. Ltd. Singapore
Kodakit Inc. Delaware
Kodakit SAS France
Kodakit UK Limited United Kingdom
KP Services (Jersey) Limited Jersey, Channel Islands
KPG Finance (Barbados) SRL Barbados
KPSH P Co1 Limited Jersey, Channel Islands
KPSH P Co2 Limited Jersey, Channel Islands
Laboratories Kodak S.A.S. France
Laser-Pacific Media Corporation Delaware
NPEC Inc. California
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Exhibit (23)


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM


We hereby consent to the incorporation by reference in the Registration Statements on Form S‑8 (Nos. 333-190957 and 333-225437) and Form S-3 (Nos. 333-
213029 and 333-216006) of Eastman Kodak Company of our report dated March 17, 2020 relating to the financial statements and financial statement schedule,
which appears in this Form 10‑K.


 


/s/ PricewaterhouseCoopers LLP
Rochester, New York
March 17, 2020


 


 


 


 


 


 


 


 


 


 







Exhibit (31.1)
CERTIFICATION


 
I, James V. Continenza, certify that:
 
1) I have reviewed this Form 10-K;


 
2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the


statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 


3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;


 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and


 
5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the


registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 


a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and
 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.


 
 
 
 
/s/ James V. Continenza
James V. Continenza


Executive Chairman
 
 
 
Date:  March 17, 2020







Exhibit (31.2)
CERTIFICATION


 
I, David E. Bullwinkle, certify that:


 
 1) I have reviewed this Form 10-K;  
 
 2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make


the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by
this report;


 


 
 3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects


the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


 
 4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in


Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:


 


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and


 
 5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to


the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 


 
a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.


 
 
 
 


/s/David E. Bullwinkle
David E. Bullwinkle
Chief Financial Officer
 
 
Date:  March 17, 2020







 
Exhibit (32.1)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 


In connection with the Annual Report of Eastman Kodak Company (the "Company") on Form 10-K for the period ended December 31, 2019 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, James V. Continenza, Executive Chairman of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


 
 
 
/s/ James V. Continenza
James V. Continenza
Executive Chairman
 
 
 
Date:  March 17, 2020







 
Exhibit (32.2)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 
In connection with the Annual Report of Eastman Kodak Company (the "Company") on Form 10-K for the period ended December 31, 2019 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, David E. Bullwinkle, Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.


 
 
 
 
/s/David E. Bullwinkle


David E. Bullwinkle
Chief Financial Officer
 
 
Date:  March 17, 2020
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Part I. FINANCIAL INFORMATION
Item 1. Financial Statements


EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF OPERATIONS (Unaudited)


(in millions, except per share data)
  Three Months Ended  


  March 31,  
  2020   2019  
Revenues         


Sales  $ 210  $ 224 
Services   57   67 


Total revenues   267   291 
Cost of revenues         


Sales   191   205 
Services   40   46 


Total cost of revenues   231   251 
Gross profit   36   40 


Selling, general and administrative expenses   48   59 
Research and development costs   9   11 
Restructuring costs and other   7   2 
Other operating income, net   (7)   — 
Loss from continuing operations before interest expense,
   pension income excluding service cost component,
   other (income) charges, net and income taxes   (21)   (32)
Interest expense   4   3 
Pension income excluding service cost component   (26)   (27)
Other (income) charges, net   (53)   1 
Earnings (loss) from continuing operations before
   income taxes   54   (9)
Provision for income taxes   165   3 
Loss from continuing operations   (111)   (12)
Loss from discontinued operations, net of
   income taxes   —   (6)
Net loss  $ (111)  $ (18)
         
Basic and diluted loss per share attributable to
   Eastman Kodak Company common shareholders:         


Continuing operations  $ (2.66)  $ (0.40)
Discontinued operations   —   (0.14)


Total  $ (2.66)  $ (0.54)
         
Number of common shares used in basic and diluted net
   loss per share:         
Basic   43.6   42.9 
Diluted   43.6   42.9


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF COMPREHENSIVE (LOSS) INCOME (Unaudited)


(in millions)
 
  Three Months Ended  


  March 31,  
  2020   2019  
NET LOSS  $ (111)  $ (18)
Other comprehensive (loss) income, net of tax:         
Currency translation adjustments   (12)   3 
Pension and other postretirement benefit plan obligation activity,
   net of tax   3   (1)
Other comprehensive (loss) income, net of tax   (9)   2 
COMPREHENSIVE LOSS, NET OF TAX  $ (120)  $ (16)
 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Unaudited)
 
  March 31,   December 31,  
(in millions)  2020   2019  
ASSETS         
Cash and cash equivalents  $ 209  $ 233 
Trade receivables, net of allowances of $12 and $8, respectively   183   208 
Inventories, net   236   215 
Restricted cash - current portion   8   12 
Other current assets   31   36 
Current assets held for sale   2   2 


Total current assets   669   706 
Property, plant and equipment, net of accumulated depreciation of $413 and $423,
   respectively   165   181 
Goodwill   12   12 
Intangible assets, net   43   47 
Operating lease right-of-use assets   49   49 
Restricted cash   24   45 
Deferred income taxes   —   147 
Other long-term assets   258   228 


TOTAL ASSETS  $ 1,220  $ 1,415 
         


LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK AND EQUITY
(DEFICIT)         
Accounts payable, trade  $ 152  $ 153 
Short-term borrowings and current portion of long-term debt   2   2 
Current portion of operating leases   11   12 
Other current liabilities   175   201 


Total current liabilities   340   368 
Long-term debt, net of current portion   111   109 
Pension and other postretirement liabilities   372   378 
Operating leases, net of current portion   48   48 
Other long-term liabilities   190   231 


Total liabilities   1,061   1,134 
         


Commitments and Contingencies (Note 11)         
         
Redeemable, convertible Series A preferred stock, no par value, $100 per share liquidation preference  184  182 
         
Equity (Deficit)         
Common stock, $0.01 par value   —   — 
Additional paid in capital   600   604 
Treasury stock, at cost   (9)   (9)
Accumulated deficit   (190)   (79)
Accumulated other comprehensive loss   (426)   (417)
Total shareholders’ equity (deficit)   (25)   99 
TOTAL LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK AND EQUITY
   (DEFICIT)  $ 1,220  $ 1,415


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF CASH FLOWS (Unaudited)
 
    
  March 31,  
(in millions)  2020   2019  
Cash flows from operating activities:         
Net loss  $ (111)  $ (18)
Adjustments to reconcile to net cash used in operating activities:         


Depreciation and amortization   10   15 
Pension income   (22)   (23)
Change in fair value of embedded derivatives in the Series A Preferred Stock and
   Convertible Notes   (53)   1 
Net gain on sales of assets   (8)   — 
Asset impairments   3   — 
Stock based compensation   1   3 
Provision for deferred income taxes   161   1 
Decrease in trade receivables   19   25 
Increase in inventories   (26)   (11)
Increase in trade payables   1   14 
Decrease in liabilities excluding borrowings and trade payables   (27)   (27)
Other items, net   11   8 


Total adjustments   70   6 
Net cash used in operating activities   (41)   (12)


Cash flows from investing activities:         
Additions to properties   (4)   (3)
Net proceeds from return on equity investment   2   — 
Net proceeds from sales of assets   1   — 


Net cash used in investing activities   (1)   (3)
Cash flows from financing activities:         


Proceeds from borrowings   —   14 
Repayment of finance leases   —   (1)
Preferred stock dividend payments   (3)   — 
Payment of contingent consideration related to the sale of a business   —   (10)


Net cash (used in) provided by financing activities   (3)   3 
Effect of exchange rate changes on cash, cash equivalents and restricted cash   (4)   2 
Net decrease in cash, cash equivalents, restricted cash and cash in assets held for sale   (49)   (10)
Cash, cash equivalents, restricted cash and cash in assets held for sale, beginning of period   290   267 
Cash, cash equivalents, restricted cash and cash in assets held for sale, end of period  $ 241  $ 257


 


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


[6]







EASTMAN KODAK COMPANY
CONSOLIDATED STATEMENT OF EQUITY (DEFICIT) (Unaudited)
 
  Three-Month Period Ending March 31, 2020  


  Eastman Kodak Company Common Shareholders      


  
Common


Stock   


Additional
Paid in
Capital   


Accumulated
Deficit   


Accumulated
Other


Comprehensive
Loss   


Treasury
Stock   Total   


Series A
Redeemable
Convertible
Preferred


Stock  
Equity (deficit) as of December 31, 2019  $ —  $ 604  $ (79)  $ (417)  $ (9)  $ 99  $ 182 
Net loss   —   —   (111)   —   —   (111)   — 
Other comprehensive loss (net of tax):                             


Currency translation adjustments   —   —   —   (12)   —   (12)   — 
Pension and other postretirement
   liability adjustments   —   —   —   3   —   3   — 


Series A preferred stock cash dividends   —   (3)   —   —   —   (3)   — 
Series A preferred stock deemed dividends   —   (2)   —   —   —   (2)   2 
Stock-based compensation   —   1   —   —   —   1   — 
Equity (deficit) as of March 31, 2020  $ —  $ 600  $ (190)  $ (426)  $ (9)  $ (25)  $ 184


 


 
 
  Three-Month Period Ending March 31, 2019  


  Eastman Kodak Company Common Shareholders      


  
Common


Stock   


Additional
Paid in
Capital   


Accumulated
Deficit   


Accumulated
Other


Comprehensive
Loss   


Treasury
Stock   Total   


Series A
Redeemable
Convertible
Preferred


Stock  
Equity (deficit) as of December 31, 2018  $ —  $ 617  $ (200)  $ (411)  $ (9)  $ (3)  $ 173 
Net loss   —   —   (18)   —   —   (18)   — 
Other comprehensive loss (net of tax):                             


Currency translation adjustments   —   —   —   3   —   3   — 
Pension and other postretirement
   liability adjustments   —   —   —   (1)   —   (1)   — 


Series A preferred stock cash dividends   —   (3)   —   —   —   (3)   — 
Series A preferred stock deemed dividends   —   (2)   —   —   —   (2)   2 
Stock-based compensation   —   3   —   —   —   3   — 
Prior period adjustment due to adoption
   of ASU 2016-02   —   —   5   —   —   5   — 
Equity (deficit) as of March 31, 2019  $ —  $ 615  $ (213)  $ (409)  $ (9)  $ (16)  $ 175


 


 
The accompanying notes are an integral part of these consolidated financial statements.
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EASTMAN KODAK COMPANY
NOTES TO FINANCIAL STATEMENTS (Unaudited)
 
NOTE 1: BASIS OF PRESENTATION AND RECENT ACCOUNTING PRONOUNCEMENTS
 
BASIS OF PRESENTATION
 
The consolidated interim financial statements are unaudited, and certain information and footnote disclosures related thereto normally included in financial
statements prepared in accordance with accounting principles generally accepted in the United States of America (“U.S. GAAP”) have been omitted in
accordance with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. In the opinion of management, the accompanying unaudited
consolidated interim financial statements reflect all adjustments (consisting of normal recurring adjustments) necessary for a fair statement of the results of
operations, financial position and cash flows of Eastman Kodak Company (“EKC” or the “Company”) and all companies directly or indirectly controlled,
either through majority ownership or otherwise (collectively, “Kodak”). The results of operations for the interim periods are not necessarily indicative of
the results for the entire fiscal year. These consolidated interim statements should be read in conjunction with the Company’s Annual Report on Form 10-K
for the year ended December 31, 2019 (the “2019 Form 10-K”).
 
GOING CONCERN
 
The consolidated interim financial statements have been prepared on the going concern basis of accounting, which assumes Kodak will continue to operate
as a going concern and which contemplates the realization of assets and the satisfaction of liabilities and commitments in the normal course of business.  
 
As of March 31, 2020 and December 31, 2019, Kodak had approximately $209 million and $233 million, respectively, of cash and cash equivalents.  $62
million and $72 million were held in the United States (“U.S.”) as of March 31, 2020 and December 31, 2019, respectively, and $147 million and $161
million were held outside the U.S. Cash balances held outside the U.S. are generally required to support local country operations and may have high tax
costs or other limitations that delay the ability to repatriate, and therefore may not be readily available for transfer to other jurisdictions.  Outstanding inter-
company loans to the U.S. as of March 31, 2020 and December 31, 2019 were $416 million and $408 million, respectively, which includes short-term
intercompany loans from Kodak’s international finance center of $117 million and $110 million as of March 31, 2020 and December 31, 2019, respectively.
In China, where approximately $88 million and $89 million of cash and cash equivalents was held as of March 31, 2020 and December 31, 2019,
respectively, there are limitations related to net asset balances that may impact the ability to make cash available to other jurisdictions in the world.  Kodak
had a net decrease in cash, cash equivalents, restricted cash and cash in assets held for sale of $49 million and $10 million for the three months ended
March 31, 2020 and 2019, respectively, and a net increase in cash, cash equivalents, restricted cash and cash in assets held for sale of $23 million the year
ended December 31, 2019.  Kodak used cash of $41 million and $12 million in operating activities for the three months ended March 31, 2020 and 2019,
respectively, and generated cash from operating activities for the year ended December 31, 2019 of $12 million.  On May 12, 2020, a Chinese subsidiary of
Kodak transferred approximately $70 million to a U.S. subsidiary of Kodak in anticipation of an inter-company transaction.
 
U.S. GAAP requires an evaluation of whether there are conditions or events, considered in the aggregate, that raise substantial doubt about an entity’s
ability to continue as a going concern within one year after the date the financial statements are issued. Initially, this evaluation does not consider the
potential mitigating effect of management’s plans that have not been fully implemented. When substantial doubt exists, management evaluates the
mitigating effect of its plans if it is probable that (1) the plans will be effectively implemented within one year after the date the financial statements are
issued, and (2) when implemented, the plans will mitigate the relevant conditions or events that raise substantial doubt about the entity’s ability to continue
as a going concern within one year after the date the financial statements are issued or prior to the conditions or events that create the going concern risk.
 
Kodak is facing liquidity challenges due to operating losses, low or negative cash flow from operations, collateral needs and restrictions on the movement
of cash from China.  Cash flow from operations in 2019 benefited from working capital improvements and individual transactions that occurred during the
year.  The Company’s 5.00% Secured Convertible Notes due 2021 (the “Convertible Notes”) mature on November 1, 2021 if not converted prior to then
and the Company’s 5.50% Series A Convertible Preferred Stock (the “Series A Preferred Stock”) must be redeemed on November 15, 2021 if not
converted prior to then.  Additionally, Kodak has significant cash requirements to fund ongoing operations, restructuring programs, pension and other
postretirement obligations, and other obligations.  Kodak’s plans to return to sustainable positive cash flow include growing revenues profitably, reducing
operating expenses, continuing to simplify the organizational structure, generating cash from selling and leasing underutilized assets and paring investment
in new technology by eliminating or delaying product development programs.  Additionally, the Company looks to implement ways to reduce collateral
needs in the U.S. while accessing available cash in Chinese subsidiaries.
 
Kodak’s products are sold and serviced in numerous countries across the globe with more than half of sales generated outside the United States.  Current
global economic conditions are highly volatile due to the COVID-19 pandemic, resulting in market size contractions in many countries due to economic
slowdowns and government restrictions on movement.  The economic uncertainties surrounding the COVID-19 pandemic are adding complexity to
Kodak’s plans to return to sustainable positive cash flow.  To mitigate the economic impacts of the pandemic Kodak is employing temporary furloughs and
pay reductions, scaling manufacturing volumes due to expectations of reduced demand and delaying an increased number of product development
programs.
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The recent trend of negative operating cash flow, maturity and redemption dates in 2021 for the Convertible Notes and Series A Preferred Stock, increased
challenges in managing cash during the COVID-19 pandemic and general lack of certainty regarding the return to positive cash flow raise substantial doubt
about Kodak’s ability to continue as a going concern.
 
RECLASSIFICATIONS
 
Certain amounts for prior periods have been reclassified to conform to the current period classification due to Kodak’s new organization structure as of
January 2020.  Refer to Note 22, “Segment Information” for additional information.
 
RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENTS
 
In November 2018, the Financial Accounting Standards Board (“FASB”) issued Accounting Standard Update (“ASU”)2018-18, Collaborative
Arrangements (Topic 808): Clarifying the Interaction between Topic 808 and Topic 606.  This guidance amended Topic 808 and Topic 606 to clarify that
transactions in a collaborative arrangement should be accounted for under Topic 606 when the counterparty is a customer for a distinct good or service (i.e.,
unit of account).  The amendments preclude an entity from presenting consideration from a transaction in a collaborative arrangement as revenue from
contracts with customers if the counterparty is not a customer for that transaction. The new standard is effective for fiscal years, and for interim periods
within those fiscal years, beginning after December 15, 2019 (January 1, 2020 for Kodak).  The amendments should be applied retrospectively to the date
of initial application of Topic 606. Kodak adopted this ASU on January 1, 2020, and it did not have any impact on Kodak’s consolidated financial
statements.
 
In September 2018 the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework—Changes to the Disclosure
Requirements for Fair Value Measurement, which amends the disclosure requirements in Topic 820 by adding, changing, or removing certain disclosures
about recurring or nonrecurring fair value measurements.  The additional and/or modified disclosures relate primarily to Level 3 fair value measurements
while removing certain disclosures related to transfers between Level 1 and Level 2 of the fair value hierarchy.  The ASU is effective retrospectively, for
fiscal years beginning after December 15, 2019 (January 1, 2020 for Kodak) and interim periods within those fiscal years.  Entities are permitted to early
adopt any removed or modified disclosures but can delay adoption of the new disclosures until their effective date.  Kodak retrospectively early adopted the
provisions of the ASU that removed or modified disclosures in the fourth quarter of 2018 and prospectively adopted the provisions related to new
disclosures January 1, 2020. The standard addresses disclosures only and did not have an impact on Kodak’s consolidated financial statements.
 
In September 2018, the FASB issued ASU 2018-14, Compensation—Retirement Benefits—Defined Benefit Plans—General (Subtopic 715-20): Disclosure
Framework—Changes to the Disclosure Requirements for Defined Benefit Plans, which amends the disclosure requirements in ASC 715-20 by adding,
clarifying, or removing certain disclosures. ASU 2018-14 requires all entities to disclose (1) the weighted average interest crediting rates for cash balance
plans and other plans with promised interest crediting rates, and (2) an explanation of the reasons for significant gains and losses related to changes in the
benefit obligation for the period. The ASU also clarifies certain disclosure requirements for entities with two or more defined benefit pension plans when
aggregate disclosures are presented. The ASU removes other disclosures from the existing guidance, such as the requirement to disclose the effects of a
one-percentage-point change in the assumed health care cost trend rates. The ASU is effective retrospectively for fiscal years ending after December 15,
2020 (the year ended December 31, 2020 for Kodak).  Kodak adopted this ASU on January 1, 2020.  The standard addresses disclosures only and did not
have an impact on Kodak’s consolidated financial statements.
 
In August 2018, the FASB issued ASU 2018-15, Intangibles—Goodwill and Other—Internal-Use Software (Subtopic 350-40): Customer’s Accounting for
Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract, which addresses how a customer should account for the
costs of implementing a cloud computing service arrangement (also referred to as a “hosting arrangement”). Under ASU 2018-15, entities should account
for costs associated with implementing a cloud computing arrangement that is considered a service contract in the same way as implementation costs
associated with a software license; implementation costs incurred in the application development stage, such as costs for the cloud computing
arrangement’s integration with on-premise software, coding, and configuration or customization, should be capitalized and amortized over the term of the
cloud computing arrangement, including periods covered by certain renewal options. The ASU is effective in fiscal years beginning after December 15,
2019 (January 1, 2020 for Kodak) including interim periods within those fiscal years.  The ASU should be applied either retrospectively or prospectively to
all implementation costs incurred after the date of adoption.  Kodak adopted this ASU prospectively on January 1, 2020, and it did not have any impact on
Kodak’s consolidated financial statements.
 
RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS
 
In March 2020, the FASB issued ASU 2020-04, “Reference Rate Reform (Topic 848): Facilitation of the Effects of Reference Rate Reform on Financial
Reporting” which provides optional relief through specific exceptions and practical expedients for transitioning away from reference rates that are expected
to be discontinued.  The relief generally applies to eligible modifications of contractual terms that change (or have the potential to change) the amount or
timing of contractual cash flows related to replacement of a reference rate.  The relief allows such modifications to be accounted for as continuations of
existing contracts without additional analysis.  The optional relief is available from March 2020 through December 31, 2022.  Kodak is currently evaluating
the impact of this ASU.  
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In December 2019, the FASB issued ASU 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes” which removes certain
exceptions related to intra-period tax allocations and deferred tax accounting on outside basis differences in foreign subsidiaries and equity method
investments. Additionally, it provides other simplifying measures for the accounting for income taxes. The new standard is effective for fiscal years
beginning after December 15, 2021 (January 1, 2022 for Kodak) with early adoption permitted. Kodak is currently evaluating the impact of this ASU.
 
In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments.  ASU 2016-13 (as amended by ASUs 2018-19, 2019-04, 2019-05, 2020-02 and 2020-03) requires a financial asset (or a group of financial
assets) measured at amortized cost basis to be presented at the net amount expected to be collected.  In addition, the ASU requires credit losses relating to
available-for-sale debt securities to be recorded through an allowance for credit losses.  The amendments in this ASU broaden the information that an entity
must consider in developing its expected credit loss estimate for assets measured either collectively or individually. The ASU is effective for smaller
reporting companies for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2022, (January 1, 2023 for Kodak).  Early
adoption is permitted. Kodak is currently evaluating the impact of this ASU.  
 
 
NOTE 2: CASH, CASH EQUIVALENTS AND RESTRICTED CASH
 
The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the Consolidated Statement of Financial Position
that sums to the total of such amounts shown in the Statement of Cash Flows:
 


  March 31,   December 31,  
(in millions)  2020   2019  
Cash and cash equivalents  $ 209  $ 233 
Restricted cash - current portion   8   12 
Restricted cash   24   45 
Total cash, cash equivalents and restricted cash shown in
   the Statement of Cash Flows  $ 241  $ 290


 


 
Restricted cash - current portion on the Consolidated Statement of Financial Position primarily represents amounts that support hedging activities. In
addition, as of December 31, 2019, it also contained collateral for a guaranty provided to MIR Bidco, SA (the “Purchaser”) who purchased Kodak’s
Flexographic Packaging business (“FPD”). On April 16, 2019 the Purchaser of FPD paid Kodak $15 million in the U.S. as a prepayment for transition
services and products and services to be provided by Kodak to the Purchaser.  Kodak provided a $15 million guaranty, supported by cash collateral in
China, to the Purchaser.  The Purchaser had the option to satisfy its payment obligations to Kodak through a reduction of the prepayment balance or in
cash.  When the Purchaser satisfied its payment obligations to Kodak by utilizing its prepayment balance, Kodak followed a guaranty amendment process
to reduce the amount of its guaranty and cash collateral supporting the prepayment balance.  As of March 31, 2020 and December 31, 2019, the remaining
prepayment balance was $0 million and $3 million, respectively, and the cash collateral supporting Kodak’s guaranty was $0 million and $4 million,
respectively.    
 
Restricted cash includes $3 million and $22 million as of March 31, 2020 and December 31, 2019, respectively, supporting compliance with the Excess
Availability threshold under the Amended and Restated Credit Agreement (the “ABL Credit Agreement”), as defined therein (Refer to Note 8, “Debt and
Finance Leases” for information on the decrease in Restricted cash supporting the Excess Availability threshold).  In addition, Restricted cash as of both
March 31, 2020 and December 31, 2019 includes an escrow of $14 million in China to secure various ongoing obligations under the agreements for the
strategic relationship with Lucky HuaGuang Graphics Co. Ltd.  Restricted cash also included $4 million and $5 million of security posted related to
Brazilian legal contingencies as of March 31, 2020 and December 31, 2019, respectively.  
 
 
NOTE 3: INVENTORIES, NET
 


  March 31,   December 31,  
(in millions)  2020   2019  
Finished goods  $ 119  $ 105 
Work in process   60   54 
Raw materials   57   56 
Total  $ 236  $ 215
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NOTE 4: OTHER LONG-TERM ASSETS
 


  March 31,   December 31,  
(in millions)  2020   2019  
Pension assets  $ 199  $ 173 
Estimated workers' compensation recoveries   18   18 
Long-term receivables, net of reserve of $4 and $4, respectively   10   11 
Series A Preferred Stock embedded conversion option derivative asset   6   — 
Other   25   26 
Total  $ 258  $ 228


 


 
The Other component above consists of other miscellaneous long-term assets that, individually, were less than 5% of the total assets component within the
Consolidated Statement of Financial Position as of the end of the preceding year, and therefore have been aggregated in accordance with Regulation S-X.
 
 
NOTE 5: GOODWILL AND OTHER INTANGIBLE ASSETS
 
The following table presents the carrying value of goodwill by reportable segment.
 


(in millions)  


Traditional
Printing   


Digital
Printing   


Advanced
Materials and


Chemicals   Brand   Total  
As of December 31, 2019                     


Goodwill  $ 56  $ 6  $ 14  $ —  $ 76 
Accumulated impairment losses   (56)   —   (8)   —   (64)


Balance as of December 31, 2019   —   6   6   —   12 
Goodwill reallocation   —   —   (6)   6   — 


Balance as of March 31, 2020  $ —  $ 6  $ —  $ 6  $ 12
 


 
As a result of the change in segments that became effective as of January 1, 2020, Kodak’s goodwill reporting units changed. Refer to Note 22, “Segment
Information” for additional information on the change to Kodak’s organizational structure. The Digital Printing segment has three goodwill reporting units:
Electrophotographic Printing Solutions, Prosper and Versamark and Software. The Advanced Materials and Chemicals segment has three goodwill
reporting units: Motion Picture and Industrial Films and Chemicals, Advanced Materials and Functional Printing and Kodak Services for Business.  The
Traditional Printing segment and Brand segment each have one goodwill reporting unit.  
 
As of December 31, 2019, the goodwill balance of $12 million under the prior year segment reporting structure was comprised of $6 million for the Brand,
Film and Imaging segment and $6 million for the Kodak Software segment, which had only one reporting unit (Software).  The goodwill in the Brand, Film
and Imaging segment was reported in the Consumer Products reporting unit.
 
The goodwill previously reported in the Consumer Products goodwill reporting unit was transferred to the Brand goodwill reporting unit using a relative
fair value allocation to affected reporting units.  Goodwill previously reported in the Software reporting unit was transferred to the Digital Printing segment
where it continues to remain its own reporting unit.
 
Kodak performed an interim test of impairment for goodwill as of March 31, 2020 due to the decline in its market capitalization from the last goodwill
impairment test (December 31, 2019) and the uncertainty resulting from the COVID-19 pandemic on its operations.  Based on the results of the March 31,
2020 analysis, no impairment of goodwill was indicated.  As of March 31, 2020, the Brand reporting unit had negative carrying value.
 
The gross carrying amount and accumulated amortization by major intangible asset category as of March 31, 2020 and December 31, 2019 were as
follows:
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  March 31, 2020


(in millions)  
Gross Carrying


Amount   
Accumulated
Amortization  Net   


Weighted-Average
Amortization Period


Technology-based  $ 99  $ 77  $ 22  5 years
Kodak trade name   18   —   18  Indefinite life
Customer-related   11   8   3  4 years
Total  $ 128  $ 85  $ 43  


 


 
  December 31, 2019


(in millions)  
Gross Carrying


Amount   
Accumulated
Amortization  Net   


Weighted-Average
Amortization Period


Technology-based  $ 99  $ 76  $ 23  5 years
Kodak trade name   21   —   21  Indefinite life
Customer-related   11   8   3  4 years
Total  $ 131  $ 84  $ 47   


 
Kodak also performed an interim test of impairment for the Kodak trade name as of March 31, 2020.  The interim impairment test of the Kodak trade name
used the income approach, specifically the relief from royalty method.  Based on the result of the interim impairment test, Kodak concluded the carrying
value of the Kodak trade name exceeded its fair value.  Pre-tax impairment charges of $3 million are included in Other operating income, net in the
Consolidated Statement of Operations.
 
Amortization expense related to intangible assets was $1 million and $2 million for the three months ended March 31, 2020 and 2019, respectively.
 
Estimated future amortization expense related to intangible assets that are currently being amortized as of March 31, 2020 was as follows:
 


(in millions)     
Q2 - Q4 2020  $ 4 
2021   5 
2022   5 
2023   4 
2024   4 
2025 and thereafter   3 
Total  $ 25


 


 
 
NOTE 6: OTHER CURRENT LIABILITIES
 


  March 31,   December 31,  
(in millions)  2020   2019  
Employee related liabilities  $ 38  $ 38 
Deferred revenue   38   43 
Customer rebates   18   23 
Deferred consideration on disposed businesses (1)   14   14 
Series A Preferred Stock dividends payable   14   14 
Workers compensation   10   10 
Restructuring liabilities   10   12 
Transition services agreement prepayment   —   3 
Other   33   44 
Total  $ 175  $ 201


 


 
 (1) On September 3, 2013, Kodak consummated the sale of certain assets and the assumption of certain liabilities of the Personalized Imaging and


Document Imaging Businesses (“PI/DI Businesses”) to the trustee of the U. K. pension plan (and/or its subsidiaries) for net cash consideration of
$325 million. Up to $35 million in aggregate of the purchase price is subject to repayment if the PI/DI Business does not achieve certain annual
adjusted EBITDA targets over the four-year period ending December 31, 2018.  The PI/DI Business did not achieve the adjusted annual EBITDA
target for any year in the four-year period.  The amounts owed for 2015, 2016 and 2017 were paid in 2016, 2017 and 2019, respectively.  The
maximum potential payment related to the year ending December 31, 2018 of $14 million was accrued at the time of the divestiture of the
business.  The Company does not consider the procedural requirements giving rise to the
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 obligation to pay the amount relating to the year ended December 31, 2018 to have been met.  The PI/DI Businesses (operating as Kodak Alaris)
have filed suit against the Company alleging breach of contract based on the failure to pay the $14 million amount with respect to 2018.  The
Company has filed counterclaims seeking contractual penalties related to late payments for goods and services provided by Kodak under various
separate agreements.


 
The customer rebate amounts will potentially be settled through customer deductions applied to outstanding trade receivables in lieu of cash payments.
 
The Other component above consists of other miscellaneous current liabilities that, individually, were less than 5% of the current liabilities component
within the Consolidated Statement of Financial Position as of the end of the preceding year, and therefore have been aggregated in accordance with
Regulation S-X.
 
 
NOTE 7: OTHER LONG-TERM LIABILITIES
 


  March 31,   December 31,  
(in millions)  2020   2019  
Workers compensation  $ 83  $ 84 
Asset retirement obligations   40   48 
Deferred brand licensing revenue   17   18 
Deferred taxes   30   13 
Environmental liabilities   9   10 
Convertible Notes embedded conversion option
   derivative liability   5   52 
Other   6   6 
Total  $ 190  $ 231


 


 
The Other component above consists of other miscellaneous long-term liabilities that, individually, were less than 5% of the total liabilities component
within the Consolidated Statement of Financial Position as of the end of the preceding year, and therefore have been aggregated in accordance with
Regulation S-X.
NOTE 8:  DEBT AND FINANCE LEASES
 
Amended and Restated Credit Agreement
On January 27, 2020 Kodak exercised its right under the ABL Credit Agreement to permanently reduce lender commitments, reducing the commitments
from $150 million to $120 million.  As a result, the minimum Excess Availability decreased to $15 million from the previous minimum of $18.75 million.  
 
On March 27, 2020, the Company and the subsidiaries of the Company that are guarantors (the “Subsidiary Guarantors”) entered into Amendment No. 3 to
the ABL Credit Agreement (the “Amendment”) with the lenders party thereto (the “Lenders”), Bank of America, N.A., as administrative and collateral
agent, and Bank of America, N.A. and each of the parties to the ABL Credit Agreement as lenders. Each of the capitalized but undefined terms used in the
context of describing the ABL Credit Agreement and the Amendment has the meaning ascribed to such term in the ABL Credit Agreement and the
Amendment.
 
The Amendment decreased the available asset-based revolving loans (the “ABL Loans”) and letters of credit from an aggregate amount of up to $120
million to $110 million, subject to the Borrowing Base. The Company has issued approximately $80 million of letters of credit under the ABL Credit
Agreement as of both March 31, 2020 and December 31, 2019.  As a result of the additional reduction in lender commitments, the minimum Excess
Availability decreased to $13.75 million from the previous amount of $15 million.
 
The Amendment also changed Equipment Availability from (i) the lesser of 75% of Net Orderly Liquidation Value of Eligible Equipment or $6 million to
(ii) the lesser of 70% of Net Orderly Liquidation Value of Eligible Equipment or $14.75 million as of March 31, 2020.  The Equipment Availability was
$14.75 million for March 31, 2020.  The $14.75 million amount decreases by $1 million per quarter starting on July 1, 2020 until maturity or the amount is
decreased to $0, whichever comes first.
 
The Company had approximately $17 million and $22 million of Excess Availability under the ABL Credit Agreement as of March 31, 2020 and
December 31, 2019, respectively.  To maintain Excess Availability of greater than 12.5% of lender commitments ($13.75 million and $18.75 million as of
March 31, 2020 and December 31, 2019, respectively), Kodak funded $3 million and $22 million to the Eligible Cash account held with the ABL Credit
Agreement Administrative Agent as of March 31, 2020 and December 31, 2019, respectively, which is classified as Restricted Cash in the Consolidated
Statement of Financial Position.  The changes effected by the Amendment to the Excess Availability and Equipment Availability combined with increases
in Available Accounts Receivable and Inventory allowed the Company to decrease Eligible Cash by $13 million without
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causing Excess Availability to fall below 12.5% of lender commitments.  Available Accounts Receivable and Inventory and Eligible Equipment have the
meaning ascribed to these terms in the ABL Credit Agreement.
 
In addition to the changes discussed above, the Amendment increased the interest rate charged on the ABL Loans.  The interest rate on the ABL Loans
(which is based on Excess Availability) increased to LIBOR plus 3.50% - 4.00% per annum from LIBOR plus 2.25% - 2.75% per annum or the Base Rate
plus 2.50% - 3.00% per annum from the Base Rate plus 1.25% - 1.75% per annum.
 
Convertible Notes
On May 20, 2019, the Company and Longleaf Partners Small Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, which are
investment funds managed by Southeastern Asset Management, Inc. (the “Notes Purchasers”), entered into a Notes Purchase Agreement (the “Purchase
Agreement”) pursuant to which the Company agreed to issue and sell to the Notes Purchasers, and the Notes Purchasers agreed to purchase from the
Company, $100 million aggregate principal amount of the Convertible Notes.  The transaction closed on May 24, 2019.  The proceeds were used to repay
the remaining first lien term loans outstanding ($83 million) under the Senior Secured First Lien Term Credit Agreement (the “Term Credit Agreement”),
which was terminated with the repayment.  The remaining proceeds were used for general corporate purposes.  The Notes Purchasers also hold all
outstanding shares of the Series A Preferred Stock, which vote with the shares of common stock on an as-converted basis, and are holders of shares of the
Company’s common stock, par value $0.01 per share (the “Common Stock”), as described below.
 
The Convertible Notes bear interest at a rate of 5.00% per annum, which will be payable in cash on their maturity date and, at the option of the Company,
in either cash or additional shares of Common Stock on any conversion date. The payment of interest only at the maturity date has the same effect as
delivering additional debt instruments to the holders of the Convertible Notes and therefore is considered paid-in-kind interest (“PIK”).  Therefore, PIK
will be added to the carrying value of the debt through the term and interest expense will be recorded using the effective interest method.
 
The maturity date of the Convertible Notes is initially November 1, 2021.  The Company has the option to extend the maturity of the Convertible Notes by
up to three years in the event that the Series A Preferred Stock is refinanced with debt or equity or the mandatory redemption date of the Series A Preferred
Stock is extended.
 
Embedded Derivatives
Kodak allocated $14 million of the net proceeds received to a derivative liability based on the aggregate fair value of the embedded features and term
extension on the date of issuance which reduced the net carrying value of the Convertible Notes (refer to Note 24, “Financial Instruments”).
The carrying value of the Convertible Notes at the time of issuance, $84 million ($100 million aggregate gross proceeds less $14 million allocated to the
derivative liability and $2 million in transaction costs), is being accreted to the face amount using the effective interest method from the date of issuance
through the maturity date.
 
 
NOTE 9: REDEEMABLE, CONVERTIBLE SERIES A PREFERRED STOCK
 
On November 15, 2016, the Company issued 2,000,000 shares of Series A Preferred Stock for an aggregate purchase price of $200 million, or $100 per
share pursuant to a Series A Preferred Stock Purchase Agreement with Southeastern Asset Management, Inc. (“Southeastern”) and Longleaf Partners
Small-Cap Fund, C2W Partners Master Fund Limited and Deseret Mutual Pension Trust, which are investment funds managed by Southeastern (such
investment funds, collectively, the “Purchasers”), dated November 7, 2016.  The Company has classified the Series A Preferred Stock as temporary equity
in the Consolidated Statement of Financial Position.  
 
Kodak allocated $43 million of the net proceeds received to a derivative liability based on the aggregate fair value of the embedded conversion features on
the date of issuance which reduced the net carrying value of the Series A Preferred Stock (see Note 24, “Financial Instruments”).  The carrying value of the
Series A Preferred Stock at the time of issuance, $155 million ($200 million aggregate gross proceeds less $43 million allocated to the derivative liability
and $2 million in transaction costs), is being accreted to the mandatory redemption amount using the effective interest method to Additional paid in capital
in the Consolidated Statement of Financial Position as a deemed dividend from the date of issuance through the mandatory redemption date, November 15,
2021.  
 
The holders of Series A Preferred Stock are entitled to cumulative dividends payable quarterly in cash at a rate of 5.50% per annum.  Until the third quarter
of 2018 all dividends owed on the Series A Preferred Stock were declared and paid when due.  No quarterly dividend was declared in the third or fourth
quarters of 2018 or the first and second quarters of 2019.  The Company declared quarterly cash dividends in the third and fourth quarters of 2019 and the
first quarter of 2020 that were paid when due so it remains four quarters in arrears.
 
The Purchasers have the right to nominate members to the Company’s board of directors proportional to their ownership on an as converted basis, which
initially allowed the Purchasers to nominate two members to the board. If dividends on any Series A Preferred Stock are in arrears for six or more
consecutive or non-consecutive dividend periods, the holders of Series A Preferred Stock, voting with holders of all other preferred stock of the Company
whose voting rights are then exercisable, will be entitled to vote for the election of two additional directors in the next annual meeting and
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all subsequent meetings until all accumulated dividends on such Series A Preferred Stock and other voting preferred stock have been paid or set aside. The
nomination right of the Purchasers will be reduced by two nominees at any time the holders of Series A Preferred Stock have the right to elect, or
participate in the election of, two additional directors. Two of the directors on the Company’s current board of directors were nominated by the Purchasers
although the holders of the Series A Preferred Stock currently have the contractual right to nominate only one director based on the results of the ownership
formula.
 
As of March 31, 2020, the Series A Preferred Stock has not been converted and none of the anti-dilution provisions have been triggered.  Any shares of
Series A Preferred Stock not converted prior to the fifth anniversary of the initial issuance of the Series A Preferred Stock are required to be redeemed at
$100 per share plus the amount of accrued and unpaid dividends.
 
 
NOTE 10: LEASES
 
Income recognized on operating lease arrangements for the three months ended March 31, 2020 and 2019 and is presented below (income recognized for
sales-type lease arrangements is $0 million for both periods):
 


  Three Months Ended March 31,  
(in millions)  2020   2019  
Lease income - operating leases:         
Lease income  $ 2  $ 2 
Sublease income   2   2 
Variable lease income   1   1 


Total lease income  $ 5  $ 5
 


 
 
NOTE 11: COMMITMENTS AND CONTINGENCIES
 
As of March 31, 2020, the Company had outstanding letters of credit of $80 million issued under the ABL Credit Agreement, as well as bank guarantees
and letters of credit of $3 million, surety bonds in the amount of $38 million, and restricted cash of $32 million, primarily to address the payment of
possible casualty and workers’ compensation claims, support legal contingencies, hedging activities, compliance with the Excess Availability threshold
under the ABL Credit Agreement, environmental liabilities, rental payments and to support various customs, tax and trade activities.
 
Kodak’s Brazilian operations are involved in various litigation matters in Brazil and have received or been the subject of numerous governmental
assessments related to indirect and other taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and
contract labor.  The tax matters, which comprise the majority of the litigation matters, are primarily related to federal and state value-added taxes.  Kodak’s
Brazilian operations are disputing these matters and intend to vigorously defend its position. Kodak routinely assesses all these matters as to the probability
of ultimately incurring a liability in its Brazilian operations and records its best estimate of the ultimate loss in situations where it assesses the likelihood of
loss as probable. As of March 31, 2020, the unreserved portion of these contingencies, inclusive of any related interest and penalties, for which there was at
least a reasonable possibility that a loss may be incurred, amounted to approximately $6 million.
 
In connection with assessments in Brazil, local regulations may require Kodak’s Brazilian operations to post security for a portion of the amounts in
dispute. As of March 31, 2020, Kodak’s Brazilian operations have posted security composed of $4 million of pledged cash reported within Restricted cash
in the Consolidated Statement of Financial Position and liens on certain Brazilian assets with a net book value of approximately $45 million.  Generally,
any encumbrances on the Brazilian assets would be removed to the extent the matter is resolved in Kodak's favor.
 
Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs,
employment, environmental, tort and health and safety matters, which are being handled and defended in the ordinary course of business. Kodak is also
subject, from time to time, to various assertions, claims, proceedings and requests for indemnification concerning intellectual property, including patent
infringement suits involving technologies that are incorporated in a broad spectrum of Kodak’s products and claims arising out of Kodak’s licensing its
brand. These matters are in various stages of investigation and litigation and are being vigorously defended. Based on information currently available,
Kodak does not believe that it is probable that the outcomes in any of these matters, individually or collectively, will have a material adverse effect on its
financial condition or results of operations. Litigation is inherently unpredictable, and judgments could be rendered or settlements entered that could
adversely affect Kodak’s operating results or cash flows in a particular period. Kodak routinely assesses all of its litigation and threatened litigation as to
the probability of ultimately incurring a liability and records its best estimate of the ultimate loss in situations where it assesses the likelihood of loss as
probable.
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NOTE 12: GUARANTEES


In connection with the settlement of certain of the Company’s historical environmental liabilities at Eastman Business Park, a more than 1,200-
acre  technology center and industrial complex in Rochester, New York, in the event the historical liabilities exceed $99 million, the Company will become
liable for 50% of the portion above $99 million with no limitation to the maximum potential future payments. There is no liability recorded for this
guarantee.


Extended Warranty Arrangements
Kodak offers its customers extended warranty arrangements that are generally one year, but may range from three months to six years after the original
warranty period.  The change in Kodak’s deferred revenue balance in relation to these extended warranty and maintenance arrangements from
December 31, 2019 to March 31, 2020, which is reflected in Other current liabilities in the accompanying Consolidated Statement of Financial Position,
was as follows:
 


(in millions)     
Deferred revenue on extended warranties as of December 31, 2019  $ 21 
New extended warranty and maintenance arrangements in 2020   23 
Recognition of extended warranty and maintenance arrangement revenue
in 2020   (24)
Deferred revenue on extended warranties as of March 31, 2020  $ 20


 


 
 
NOTE 13:  REVENUE
 
Disaggregation of Revenue
 
The following tables present revenue disaggregated by major product, portfolio summary and geography.
 
  Three Months Ended  
  March 31, 2020  


(in millions)  
Traditional


Printing   
Digital


Printing   


Advanced
Materials and


Chemicals   Brand   All Other   Total  
Plates, inks and other
   consumables  $ 126  $ 18  $ 2  $ —  $ —  $ 146 
Ongoing service
   arrangements (1)   21   35   —   —   —   56 


Total Annuities   147   53   2   —   —   202 
Equipment & Software   7   12   —   —   —   19 
Film and chemicals   —   —   38   —   —   38 
Other (2)   —   —   2   3   3   8 
Total  $ 154  $ 65  $ 42  $ 3  $ 3  $ 267 
                         
                        


 


 
  Three Months Ended  
  March 31, 2019  


(in millions)  
Traditional


Printing   
Digital


Printing   


Advanced
Materials and


Chemicals   Brand   All Other   Total  
Plates, inks and other consumables  $ 137  $ 21  $ 4  $ —  $ —  $ 162 
Ongoing service arrangements (1)   21   40   1   —   —   62 


Total Annuities   158   61   5   —   —   224 
Equipment & Software   8   11   —   —   —   19 
Film and chemicals   —   —   38   —   —   38 
Other (2)   —   —   5   3   2   10 
Total  $ 166  $ 72  $ 48  $ 3  $ 2  $ 291 
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(1) Service revenue in the Consolidated Statement of Operations includes the ongoing service revenue shown above as well as revenue from project-
based document management and managed print services businesses, which is included in Other above.


 
(2) Other includes revenue from professional services, non-recurring engineering services, print and managed media services, tenant rent and related


property management services and licensing.
 
Product Portfolio Summary:
 
  Three Months Ended  
  March 31, 2020  


(in millions)  
Traditional


Printing   
Digital


Printing   


Advanced
Materials and


Chemicals   Brand   All Other   Total  
Growth engines (1)  $ 44  $ 36  $ —  $ 3  $ —  $ 83 
Strategic other businesses (2)   110   15   39   —   3   167 
Planned declining
   businesses (3)   —   14   3   —   —   17 
  $ 154  $ 65  $ 42  $ 3  $ 3  $ 267 
                        


 


 
 


  Three Months Ended  
  March 31, 2019  


(in millions)  
Traditional


Printing   
Digital


Printing   


Advanced
Materials and


Chemicals   Brand   All Other   Total  
Growth engines (1)  $ 39  $ 35  $ 2  $ 3  $ —  $ 79 
Strategic other businesses (2)   127   17   39   —   2   185 
Planned declining
   businesses (3)   —   20   7   —   —   27 
  $ 166  $ 72  $ 48  $ 3  $ 2  $ 291 
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(1) Growth engines consist of Sonora in the Traditional Printing segment, PROSPER and Software in the Digital Printing segment, brand licensing and


Advanced Materials and Functional Printing in the Advanced Materials and Chemicals segment, excluding intellectual property (IP) licensing.
 


(2) Strategic other businesses include plates in the Traditional Printing segment; Computer to Plate (“CTP”) equipment and related service and
Nexpress and related toner business in the Digital Printing segment and Motion Picture and Industrial Film and Chemicals (including external inks)
and IP licensing in the Advanced Materials and Chemicals segment.


 
(3) Planned declining businesses are product lines where the decision has been made to stop new product development and manage an orderly expected


decline in the installed product and annuity base or are otherwise not strategic to Kodak. These product families consist of Consumer Inkjet, Kodak
Services for Business and Kodakit in the Advanced Materials and Chemicals segment and Versamark and Digimaster in the Digital Printing
segment.


 
Geography (1):


  Three Months Ended  
  March 31, 2020  


(in millions)  
Traditional


Printing   
Digital


Printing   


Advanced
Materials and


Chemicals   Brand   All Other   Total  
United States  $ 35  $ 28  $ 30  $ 3  $ 3  $ 99 
Canada   3   2   —   —   —   5 


North America   38   30   30   3   3   104 
Europe, Middle East and Africa   68   24   3   —   —   95 
Asia Pacific   39   10   9   —   —   58 
Latin America   9   1   —   —   —   10 
Total Sales  $ 154  $ 65  $ 42  $ 3  $ 3  $ 267 
                        


 


 
  Three Months Ended  
  March 31, 2019  


(in millions)  
Traditional


Printing   
Digital


Printing   


Advanced
Materials and


Chemicals   Brand   All Other   Total  
United States  $ 36  $ 39  $ 30  $ 3  $ 2  $ 110 
Canada   2   1   1   —   —   4 


North America   38   40   31   3   2   114 
Europe, Middle East and Africa   72   20   4   —   —   96 
Asia Pacific   45   10   13   —   —   68 
Latin America   11   2   —   —   —   13 
Total Sales  $ 166  $ 72  $ 48  $ 3  $ 2  $ 291 
                        


 


 (1) Sales are reported in the geographic area in which they originate.
 


 
Contract Balances
The timing of revenue recognition, billings and cash collections results in billed trade receivables, unbilled receivables (contract assets), and customer
advances and deposits (contract liabilities) in the Consolidated Statement of Financial Position.  The contract assets are transferred to trade receivables
when the rights to consideration become unconditional.  The amounts recorded for contract assets at March 31, 2020 and December 31, 2019 were $1
million and $4 million, respectively, and are reported in Other current assets in the Consolidated Statement of Financial Position.  The contract liabilities
primarily relate to prepaid service contracts, upfront payments for certain equipment purchases or prepaid royalties on intellectual property
arrangements.  The amounts recorded for contract liabilities at March 31, 2020 and December 31, 2019 were $56 million and $61 million, respectively, of
which $39 million and $43 million are reported in Other current liabilities, respectively and $17 million and $18 million, respectively, are reported in Other
long-term liabilities in the Consolidated Statement of Financial Position.
 
Revenue recognized for the three months ended March 31, 2020 and 2019 that was included in the contract liability balance at the beginning of the year
was $26 million and $24 million, respectively, and primarily represented revenue from prepaid service contracts and equipment revenue
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recognition.  Contract liabilities as of March 31, 2020 and 2019 included $19 million and $20 million of cash payments received during the three months
ended March 31, 2020 and 2019, respectively.
 
Kodak does not disclose the value of unsatisfied performance obligations for contracts with an original expected length of one year or less or for which
revenue is recognized at the amount to which Kodak has the right to invoice for services performed. Performance obligations with an original expected
length of greater than one year generally consist of deferred service contracts, operating leases and licensing arrangements. As of March 31, 2020, there
was approximately $70 million of unrecognized revenue from unsatisfied performance obligations. Approximately 25% of the revenue from unsatisfied
performance obligations is expected to be recognized in each of the rest of 2020 and in 2021, with 15% expected to be recognized in 2022 and 35%
thereafter.
 
 
NOTE 14: OTHER OPERATING INCOME, NET
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Expense (income):         
Gain on sale of assets (1)  $ (8)  $ — 
Asset impairments   3   — 
Transition services agreement income   (2)   — 
Total  $ (7)  $ —


 


 
 (1) In March 2020 Kodak sold a property in the U.S.
 
 
NOTE 15: OTHER (INCOME) CHARGES, NET
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Change in fair value of embedded conversion features derivative liability (1)  $ (53)  $ 1 
Loss on foreign exchange transactions   2   — 
Other   (2)   — 
Total  $ (53)  $ 1


 


 
 (1) Refer to Note 24, “Financial Instruments”.
 
NOTE 16: INCOME TAXES
 
Kodak’s income tax provision and effective tax rate were as follows:
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Earnings (loss) from continuing operations before
    income taxes  $ 54  $ (9)
Effective tax rate   305.6%   13.0%
Provision for income taxes   165   3 
Provision (benefit) for income taxes at U.S. statutory tax
   rate   11   (2)
Difference between tax at effective vs. statutory rate  $ 154  $ 5


 


 
For the three months ended March 31, 2020 and 2019, the difference between Kodak’s effective tax rate and the U.S. statutory rate of 21.0% is primarily
attributable to: (1) the impact related to existing valuation allowances associated with changes in net deferred tax assets from current earnings and losses
and (2) the results from operations in jurisdictions outside the U.S.
 
As of December 31, 2019, Kodak’s deferred tax asset valuation allowance is $821 million.  Of this amount, $168 million was attributable to the Company’s
net deferred tax assets outside the U.S. of $322 million, and $653 million related to the Company’s net deferred tax assets in the U.S. of $633 million, for
which Kodak believed it was more likely than not that the assets would not be realized.
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Kodak establishes valuation allowances for deferred income tax assets in accordance with U.S. GAAP, which provides that such valuation allowances shall
be established unless realization of the income tax benefits is more likely than not. The ultimate realization of deferred tax assets is dependent upon the
generation of future taxable income during the periods in which those temporary differences become deductible. At each reporting period, Kodak considers
the scheduled reversal of deferred tax liabilities and assets, available taxes in carryback periods, tax planning strategies and projected future taxable income
in making this assessment.
 
As of March 31, 2020, Kodak determined that it was more likely than not that deferred tax assets outside the U.S. which were not offset with valuation
allowances as of March 31, 2020 would not be realized due to reductions in estimates of future profitability as a result of COVID-19 in locations outside
the U.S. Accordingly, Kodak recorded a provision of $167 million associated with the establishment of a valuation allowance on those deferred tax assets.  
 
Additionally, on February 21, 2020, Kodak agreed to terms with the IRS and settled the federal audit for calendar years 2013 and 2014.  For these years,
Kodak originally recorded a federal unrecognized tax position totaling $41 million, which was fully offset by tax attributes.  This settlement resulted in an
increase in net deferred tax assets and was fully offset by a corresponding increase in Kodak’s U.S. valuation allowance, resulting in no net tax benefit.
 
 
NOTE 17: RESTRUCTURING LIABILITIES
 
Charges for restructuring activities are recorded in the period in which Kodak commits to a formalized restructuring plan, or executes the specific actions
contemplated by the plan, and all criteria for liability recognition under the applicable accounting guidance have been met.  Restructuring actions taken in
the first three months of 2020 were initiated to reduce Kodak’s cost structure as part of its commitment to drive sustainable profitability and included
various targeted reductions in manufacturing, service, sales and other administrative functions.


Restructuring Reserve Activity
The activity in the accrued balances and the non-cash charges and credits incurred in relation to restructuring activities for the three months ended
March 31, 2020 were as follows:
 


(in millions)  


Severance
Reserve (1)   


Exit
Costs


Reserve (1)   


Long-lived Asset
Impairments and


Inventory
Write-downs (1)   Total  


Balance as of December 31, 2019  $ 11  $ 1  $ —  $ 12 
Q1 charges   6   1   —   7 
Q1 utilization/cash payments   (7)   —   —   (7)
Q1 other adjustments and reclasses (2)   (1)   (1)   —   (2)
Balance as of March 31, 2020  $ 9  $ 1  $ —  $ 10


 


 
(1) The severance and exit costs reserves require the outlay of cash, while long-lived asset impairments and inventory write-downs represent non-cash


items.
(2) Includes $(1) million of severance charges funded from pension plan assets, which were reclassified to Pension and other postretirement liabilities and


$(1) million of currency translation impacts.
 
The $7 million of charges for the three months ended March 31, 2020 was reported as Restructuring costs and other.  


The severance costs for the three months ended March 31, 2020 related to the elimination of approximately 90 positions including approximately 20
manufacturing/service positions, and 70 administrative and sales positions. The geographic composition of these positions includes approximately 40 in the
U.S. and Canada and 50 throughout the rest of the world.
 
As a result of these initiatives, the majority of the severance will be paid during periods through the end of the year.  
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NOTE 18: RETIREMENT PLANS AND OTHER POSTRETIREMENT BENEFITS
 
Components of the net periodic benefit cost for all major U.S. and non-U.S. defined benefit plans are as follows:
 
  Three Months Ended  


  March 31,  
  2020   2019  
(in millions)  U.S.   Non-U.S.   U.S.   Non-U.S.  
Major defined benefit plans:                 
Service cost  $ 3  $ 1  $ 3  $ 1 
Interest cost   21   2   30   3 
Expected return on plan assets   (49)   (5)   (53)   (6)
Amortization of:                 


Prior service credit   (2)   —   (2)   — 
Actuarial loss   4   2   —   1 


Net pension income before special
   termination benefits   (23)   —   (22)   (1)
Special termination benefits   1   —   1   — 
Net pension income from major plans   (22)   —   (21)   (1)
Other plans   —   —   —   (1)
Total net pension income  $ (22)  $ —  $ (21)  $ (2)


 
For the three months ended March 31, 2020 and 2019 the special termination benefits charges were incurred as a result of Kodak’s restructuring actions and
have been included in Restructuring costs and other in the Consolidated Statement of Operations for those periods.
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NOTE 19: EARNINGS PER SHARE


Basic earnings per share computations are based on the weighted-average number of shares of common stock outstanding during the period. Diluted
earnings per share include any dilutive effect of potential common shares.  In periods with a net loss from continuing operations available to common
shareholders, diluted earnings per share are calculated using weighted-average basic shares for that period, as utilizing diluted shares would be anti-dilutive
to loss per share.
 
A reconciliation of the amounts used to calculate basic and diluted earnings per share for the three months ended March 31, 2020 follows (in millions):
 


  Three Months Ended  
  March 31,  


(in millions)  2020   2019  
Loss from continuing operations  $ (111)  $ (12)


Less: Series A convertible preferred stock cash dividend   (3)   (3)
Less: Series A convertible preferred stock deemed dividend   (2)   (2)


Loss from continuing operations available to common
   shareholders - basic and diluted


 
$ (116)  $ (17)


         
Net loss  $ (111)  $ (18)


Less: Series A convertible preferred stock cash dividend   (3)   (3)
Less: Series A convertible preferred stock deemed dividend   (2)   (2)


Net loss available to common shareholders - basic and diluted  $ (116)  $ (23)


        
 


 
(in millions of shares)         
Weighted average shares — basic and diluted   43.6   42.9


 


 
As a result of the net loss from continuing operations available to common shareholders for the three months ended March 31, 2020 and 2019, Kodak
calculated diluted earnings per share using weighted-average basic shares outstanding.  If Kodak reported earnings from continuing operations available to
common shareholders for the three months ended March 31, 2020 and 2019, the calculation of diluted earnings per share would have included the assumed
conversion of 0.3 million and 0.4 million unvested restricted stock units, respectively.
 
The computation of diluted earnings per share for the three months ended March 31, 2020 and 2019 also excluded the impact of (1) the assumed conversion
of 2.0 million shares of Series A Preferred Stock and (2) the assumed conversion of outstanding employee stock options of 6.8 million and 7.0 million,
respectively, because the effects would have been anti-dilutive.  In addition, the computation of diluted earnings per share for the three months ended
March 31, 2020 also excluded the assumed conversion of $100 million of Convertible Notes because the effect would have been anti-dilutive.
 
 
NOTE 20: SHAREHOLDERS’ EQUITY
 
Kodak has 560 million shares of authorized stock, consisting of: (i) 500 million shares of common stock, par value $0.01 per share and (ii) 60 million
shares of preferred stock, no par value, issuable in one or more series. As of March 31, 2020 and December 31, 2019, there were 43.7 million and 43.2
million shares of common stock outstanding, respectively, and 2.0 million shares of Series A Preferred Stock issued and outstanding. Treasury stock
consisted of approximately 0.7 million shares as of both March 31, 2020 and December 31, 2019.
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NOTE 21: OTHER COMPREHENSIVE (LOSS) INCOME
 
The changes in Other comprehensive (loss) income, by component, were as follows:
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Currency translation adjustments  $ (12)  $ 3 
Pension and other postretirement benefit plan changes         


Newly established net actuarial gain   1   — 
Tax Provision   —   — 
Newly established net actuarial gain, net of tax   1   — 
Reclassification adjustments:         


Amortization of prior service credit (a)   (2)   (1)
Amortization of actuarial losses (a)   5   — 
Recognition of (gains) losses due to curtailments and settlements   —   — 


Total reclassification adjustments   3   (1)
Tax provision   (1)   — 
Reclassification adjustments, net of tax   2   (1)


Pension and other postretirement benefit plan changes,
   net of tax   3   (1)
Other comprehensive (loss) income  $ (9)  $ 2


 


 
 (a) Reclassified to Total Net Periodic Benefit Cost - refer to Note 18, "Retirement Plans and Other Postretirement Benefits".
 
 
NOTE 22: SEGMENT INFORMATION
 
Change in Segments
Effective January 1, 2020 Kodak changed its organizational structure. Prepress Solutions, formerly part of the Print Systems segment, operates as a separate
segment named the Traditional Printing segment. Electrophotographic Printing Solutions, formerly part of the Print Systems segment, was combined with
the Enterprise Inkjet Systems segment and Kodak Software segment to form the Digital Printing segment. The Brand, Film and Imaging segment, except
for the licensing of the Kodak brand to third parties, was combined with the Advanced Materials and 3D Printing segment to form the Advanced Materials
and Chemicals segment. The licensing of the Kodak brand to third parties operates as a separate segment named the Brand segment. The Eastman Business
Park segment is no longer a reportable segment.  A description of Kodak’s reportable segments follows.
 
Traditional Printing: The Traditional Printing segment is comprised of Prepress Solutions.
 
Digital Printing: The Digital Printing segment is comprised of four lines of business: the Electrophotographic Printing Solutions business, the Prosper
business, the Versamark business and the Kodak Software business.
 
Advanced Materials and Chemicals: The Advanced Materials and Chemicals segment is comprised of five lines of business: Industrial Film and
Chemicals, Motion Picture, Advanced Materials and Functional Printing Technology and Kodak Services for Business.
 
Brand: The Brand segment contains the brand licensing business.
 
All Other: All Other is comprised of the operations of the Eastman Business Park, a more than 1,200-acre technology center and industrial complex.
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Segment financial information is shown below:
 
Segment Revenues
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Traditional Printing  $ 154  $ 166 
Digital Printing   65   72 
Advanced Materials and Chemicals   42   48 
Brand   3   3 
All Other   3   2 
Consolidated total  $ 267  $ 291


 


 
Segment Operational EBITDA and Consolidated Income (Loss) from Continuing Operations Before Income Taxes
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Traditional Printing  $ 1  $ 6 
Digital Printing   (2)   (1)
Advanced Materials and Chemicals   (9)   (11)
Brand   2   1 


Total of reportable segments   (8)   (5)
All Other   (1)   (1)
Depreciation and amortization   (10)   (15)
Restructuring costs and other   (7)   (2)
Stock based compensation   (1)   (3)
Consulting and other costs (1)   —   (3)
Idle costs (2)   —   (1)
Former CEO separation agreement compensation   —   (2)
Other operating income, net, excluding income from
   transition services agreement (3)   6   — 
Interest expense (4)   (4)   (3)
Pension income excluding service cost component (4)   26   27 
Other income (charges), net (4)   53   (1)
Consolidated income (loss) from continuing operations
   before income taxes  $ 54  $ (9)


 
(1) Consulting and other costs are primarily professional services and internal costs associated with certain corporate strategic initiatives.


(2) Consists of costs such as security, maintenance and utilities required to maintain land and buildings in certain locations not used in any Kodak
operations and the costs, net of any rental income received, of underutilized portions of certain properties.


(3) $2 million of income from the transition services agreement with the Purchaser was recognized in the three months ended March 31, 2020.  The
income was reported in Other operating income, net in the Consolidated Statement of Operations. Other operating income, net is typically excluded
from the segment measure. However, the income from the transition services agreement was included in the segment measure.


(4) As reported in the Consolidated Statement of Operations.


Segment Measure of Profit and Loss
Kodak’s segment measure of profit and loss is an adjusted earnings before interest, taxes, depreciation and amortization (“Operational EBITDA”).  As
demonstrated in the above table, Operational EBITDA represents the earnings (loss) from continuing operations excluding the provision for income taxes;
non-service cost components of pension and OPEB income; depreciation and amortization expense; restructuring costs; stock-based compensation expense;
consulting and other costs; idle costs; former Chief Executive Officer (“CEO”) separation agreement compensation; other operating income, net (unless
otherwise indicated); interest expense; and other income (charges), net.
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Kodak’s segments are measured using Operational EBITDA both before and after allocation of corporate selling, general and administrative expenses
(“SG&A”).  The segment earnings measure reported is after allocation of corporate SG&A as this most closely aligns with U.S. GAAP.  Research and
Development activities not directly related to the other segments are reported within the Advanced Materials and Chemicals segment.
 
NOTE 23: DISCONTINUED OPERATIONS
 
Discontinued operations of Kodak include the former Flexographic Packaging segment comprised of Kodak’s Flexographic Packaging Business (“FPD”).
 
Kodak consummated the sale of certain assets of FPD to the Purchaser on April 8, 2019 for net cash consideration at closing, in addition to the assumption
by Purchaser of certain liabilities of FPD, of $320 million, pursuant to the Stock and Asset Purchase Agreement (“SAPA”) signed in November 2018 and
amended in March 2019.  Assets and liabilities of FPD in China were transferred at a deferred closing on July 1, 2019 for net cash consideration of $5.9
million at closing and a promissory note for $1.4 million in addition to the assumption by Purchaser of certain liabilities of FPD, in accordance with the
SAPA.  Kodak operated FPD in China, subject to certain covenants, until the deferred closing occurred.  The promissory note was reduced by a true-up
payment of $0.2 million owed by Kodak to the Purchaser which reflected the actual economic benefit attributable to the operation of FPD in China from
the time of the initial closing through the time of the deferred closing.
 
Kodak recognized an after- tax gain on the sale of FPD of $212 million in the year ended December 31, 2019.  
 
The results of operations of FPD are classified as discontinued operations in the Consolidated Statement of Operations for all periods presented.  Direct
operating expenses of the discontinued operations are included in the results of discontinued operations.  Indirect expenses that were historically allocated
to the discontinued operations have been included in the results of continuing operations.
 
The results of operations of FPD are presented below:
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Revenues  $ —  $ 39 
Cost of revenues   —   26 
Selling, general and administrative expenses   —   8 
Research and development costs   —   2 
Interest expense   —   7 
Income (loss) from discontinued operations before taxes   —   (4)
(Benefit) provision for income taxes   —   2 
Income (loss) from discontinued operations  $ —  $ (6)


 
After the initial closing, Kodak was required to use a portion of the proceeds from the sale of FPD to repay $312 million of the loans under the Term Credit
Agreement.  Interest expense on debt that was required to be repaid as a result of the sale was allocated to discontinued operations.
 
NOTE 24: FINANCIAL INSTRUMENTS


Kodak, as a result of its global operating and financing activities, is exposed to changes in foreign currency exchange rates and interest rates, which may
adversely affect its results of operations and financial position.  Kodak manages such exposures, in part, with derivative financial instruments.  Foreign
currency forward contracts are used to mitigate currency risk related to foreign currency denominated assets and liabilities.  Kodak’s exposure to changes in
interest rates results from its investing and borrowing activities used to meet its liquidity needs.  Kodak does not utilize financial instruments for trading or
other speculative purposes.
 
Kodak’s foreign currency forward contracts are not designated as hedges and are marked to market through net (loss) earnings at the same time that the
exposed assets and liabilities are remeasured through net (loss) earnings (both in Other (income) charges, net in the Consolidated Statement of
Operations).  The notional amount of such contracts open at March 31, 2020 and December 31, 2019 was approximately $340 million and $332 million,
respectively.  The majority of the contracts of this type held by Kodak as of March 31, 2020 and December 31, 2019 are denominated in euros, Japanese
yen, Chinese renminbi and Swiss francs.  
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The net effect of foreign currency forward contracts in the results of operations is shown in the following table:
 


  Three Months Ended  
 
  March 31,  
(in millions)  2020   2019  
Net (gain) loss from derivatives not designated as hedging
   instruments  $ (1)  $ 4


 


 
Kodak had no derivatives designated as hedging instruments for the quarter ended March 31, 2020.
 
In the event of a default under the ABL Credit Agreement, or a default under any derivative contract or similar obligation of Kodak, subject to certain
minimum thresholds, the derivative counterparties would have the right, although not the obligation, to require immediate settlement of some or all open
derivative contracts at their then-current fair value, but with liability positions netted against asset positions with the same counterparty.
 
As discussed in Note 8, “Debt and Finance Leases”, the Company concluded that the Convertible Notes are considered more akin to a debt-type instrument
and that the economic characteristics and risks of the embedded conversion features and term extension option were not considered clearly and closely
related to the Convertible Notes.  The embedded conversion features not considered clearly and closely related are the conversion at the option of the
holder (“Optional Conversion”) and the conversion in the event of a fundamental change or reorganization (“Fundamental Change or Reorganization
Conversion”). Accordingly, these embedded conversion features and term extension option were bifurcated from the Convertible Notes and separately
accounted for on a combined basis as a single derivative asset or liability.  
The derivative is in a liability position at March 31, 2020 and December 31, 2019 and is reported in Other long-term liabilities in the Consolidated
Statement of Financial Position.  The derivative is being accounted for at fair value with changes in fair value being reported in Other (income) charges, net
in the Consolidated Statement of Operations.
 
As discussed in Note 9, “Redeemable, Convertible, Series A Preferred Stock”, the Company concluded that the Series A Preferred Stock is considered
more akin to a debt-type instrument and that the economic characteristics and risks of the embedded conversion features, except where the conversion price
was increased to the liquidation preference, were not considered clearly and closely related to the Series A Preferred Stock.  The embedded conversion
features not considered clearly and closely related are the conversion at the option of the holder (“Optional Conversion”); the ability of Kodak to
automatically convert the stock after the second anniversary of issuance (“Mandatory Conversion”) and the conversion in the event of a fundamental
change or reorganization (“Fundamental Change or Reorganization Conversion”). Accordingly, these embedded conversion features were bifurcated from
the Series A Preferred Stock and separately accounted for on a combined basis as a single derivative asset or liability.  The derivative was in an asset
position at March 31, 2020 and is reported in Other long-term assets in the Consolidated Statement of Financial Position.  The derivative was in a liability
position at December 31, 2019 and was reported in Other long-term liabilities in the Consolidated Statement of Financial Position.  The derivative is being
accounted for at fair value with changes in fair value being reported in Other (income) charges, net in the Consolidated Statement of Operations.
 
Fair Value
Fair values of Kodak’s foreign currency forward contracts are determined using observable inputs (Level 2 fair value measurements) and are based on the
present value of expected future cash flows (an income approach valuation technique) considering the risks involved and using discount rates appropriate
for the duration of the contracts.  The gross fair value of foreign currency forward contracts in an asset position are reported in Other current assets and the
gross fair value of foreign currency forward contracts in a liability position are reported in Other current liabilities in the Consolidated Statement of
Financial Position.  The gross fair value of forward contracts in an asset position as of both March 31, 2020 and December 31, 2019 was $1 million.  The
gross fair value of foreign currency forward contracts in a liability position as of March 31, 2020 and December 31, 2019 was $1 million and $0 million,
respectively.  
 
Transfers between levels of the fair value hierarchy are recognized based on the actual date of the event or change in circumstances that caused the
transfer.  There were no transfers between levels of the fair value hierarchy during the quarter ended March 31, 2020.
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The fair value of the embedded conversion features and term extension option derivatives are calculated using unobservable inputs (Level 3 fair
measurements).  The value of the Optional Conversion associated with both the Convertible Notes and Series A Preferred Stock is calculated using a
binomial lattice model.  The value of the term extension option reflects the probability weighted average value of the Convertible Notes using the original
maturity date and a hypothetical extended maturity date, with all other contractual terms unchanged.
 
The following tables present the key inputs in the determination of fair value for the embedded conversion features and termination option derivatives:
 
Convertible Notes:
 


  Valuation Date  
  March 31,   December 31,  
  2020   2019  


Total value of embedded derivative liability ($ millions)  $ 5  $ 51 
Kodak's closing stock price  $ 1.73  $ 4.65 
Expected stock price volatility   111.98%   104.61%
Risk free rate   0.21%   1.58%
Yield on the convertible notes   14.52%   11.52%


 
Series A Preferred Stock:
 


  Valuation Date  
  March 31,   December 31,  
  2020   2019  


Total value of embedded derivative (asset) liability ($ millions)  $ (6)  $ 1 
Kodak's closing stock price  $ 1.73  $ 4.65 
Expected stock price volatility   111.98%   104.61%
Risk free rate   0.21%   1.58%
Yield on the preferred stock   19.98%   16.27%


The Fundamental Change and Reorganization Conversion values at issuance were calculated as the difference between the total value of the Convertible
Notes or Series A Preferred Stock, as applicable, and the sum of the net present value of the cash flows if the Convertible Notes are repaid at their initial
maturity date or Series A Preferred Stock is redeemed on its fifth anniversary and the values of the other embedded derivatives.  The Fundamental Change
and Reorganization Conversion values reduce the value of the embedded conversion features and term extension option derivative liability.  Other than
events that alter the likelihood of a fundamental change or reorganization event, the value of the Fundamental Change and Reorganization Conversion
reflects the value as of the issuance date, amortized for the passage of time.  The Fundamental Change and Reorganization Conversion value for the Series
A Preferred Stock exceeded the value of the Optional Conversion and Mandatory Conversion values at March 31, 2020 resulting in the Series A Preferred
Stock derivative being reported as an asset.


The fair values of long-term debt (Level 2 fair value measurements) are determined by reference to quoted market prices of similar instruments, if
available, or by pricing models based on the value of related cash flows discounted at current market interest rates.  The fair values of long-term
borrowings were $106 million and $111 million at March 31, 2020 and December 31, 2019, respectively.
 
The carrying values of cash and cash equivalents, restricted cash and the current portion of long-term debt approximate their fair values at both March 31,
2020 and December 31, 2019.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 
CAUTIONARY STATEMENT PURSUANT TO SAFE HARBOR PROVISIONS OF THE PRIVATE SECURITIES LITIGATION REFORM
ACT OF 1995
 
This report on Form 10-Q includes “forward–looking statements” as that term is defined under the Private Securities Litigation Reform Act of 1995.
 
Forward–looking statements include statements concerning Kodak’s plans, objectives, goals, strategies, future events, future revenue or performance,
capital expenditures, liquidity, investments, financing needs and business trends and other information that is not historical information. When used in this
document, the words “estimates,” “expects,” “anticipates,” “projects,” “plans,” “intends,” “believes,” “predicts,” “forecasts,” “strategy,” “continues,”
“goals,” “targets,” or future or conditional verbs, such as “will,” “should,” “could,” or “may,” and similar expressions, as well as statements that do not
relate strictly to historical or current facts, are intended to identify forward–looking statements. All forward–looking statements, including management’s
examination of historical operating trends and data, are based upon Kodak’s expectations and various assumptions. Future events or results may differ from
those anticipated or expressed in the forward-looking statements. Important factors that could cause actual events or results to differ materially from the
forward-looking statements include, among others, the risks and uncertainties described in more detail in the Company’s Annual Report on Form 10–K for
the year ended December 31, 2019 under the headings “Business,” “Risk Factors,” “Legal Proceedings,” and/or “Management’s Discussion and Analysis
of Financial Condition and Results of Operations–Liquidity and Capital Resources,” in the corresponding sections of this report on Form 10-Q, and in other
filings the Company makes with the SEC from time to time, as well as the following:


 • Kodak’s ability to improve and sustain its operating structure, cash flow, profitability and other financial results;


 • Kodak’s ability to achieve cash forecasts, financial projections, and projected growth;


 • Kodak’s ability to achieve the financial and operational results contained in its business plans;


 • Kodak’s ability to comply with the covenants in its various credit facilities;


 • Kodak’s ability to fund continued investments, capital needs and restructuring payments and service its debt and Series A Preferred Stock;


 • The impact of the global economic environment or medical epidemics such as the COVID-19 pandemic;


 • Changes in foreign currency exchange rates, commodity prices and interest rates;


 • Kodak’s ability to effectively anticipate technology trends and develop and market new products, solutions and technologies;


 • Kodak’s ability to effectively compete with large, well-financed industry participants;


 • Continued sufficient availability of borrowings and letters of credit under the ABL Credit Agreement, Kodak’s ability to obtain additional
financing if and as needed and Kodak’s ability to provide or facilitate financing for its customers;


 • The performance by third parties of their obligations to supply products, components or services to Kodak; and


 • Kodak’s ability to effect strategic transactions, such as divestitures, acquisitions, strategic alliances and similar transactions, or to achieve the
benefits sought to be achieved from such strategic transactions.


There may be other factors that may cause Kodak’s actual results to differ materially from the forward–looking statements. All forward–looking statements
attributable to Kodak or persons acting on its behalf apply only as of the date of this report on Form 10-Q and are expressly qualified in their entirety by the
cautionary statements included or referenced in this document. Kodak undertakes no obligation to update or revise forward–looking statements to reflect
events or circumstances that arise after the date made or to reflect the occurrence of unanticipated events, except as required by law.
 
OVERVIEW
 
Kodak is a global technology company focused on print and advanced materials and chemicals. Kodak provides industry-leading hardware, software,
consumables and services primarily to customers in commercial print, packaging, publishing, manufacturing and entertainment. Kodak is committed to
environmental stewardship and ongoing leadership in developing sustainable solutions. Its broad portfolio of superior products, responsive support and
world-class research and development (“R&D”) make Kodak solutions a smart investment for customers looking to improve their profitability and drive
growth.
 
Revenue decreased $24 million when compared to the prior year quarter (8%), including the unfavorable impact of currency ($3 million) in the current year
quarter.
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The film industry and segments within the print industry face competition from digital substitution. Kodak’s strategy is to:
 
 • Focus product investment in core competency areas of print and advanced materials, leveraging Kodak’s proprietary technologies to deliver


technologically advanced products in the product goods packaging, graphic communications, and functional printing markets;
 


 • Grow revenues through a focus on customers across Kodak’s print divisions, increasing overall share;
 
 • Promote the use of film and expand the applications of Kodak’s film and chemicals to best utilize the existing infrastructure; and
 
 • Continue to streamline processes to drive cost reductions and improve operating leverage.


A discussion of opportunities and challenges related to Kodak’s strategy follows:
 
 • The COVID-19 pandemic did not have a material impact on current quarter sales.  However, sales volumes in the second quarter of 2020 are


expected to be negatively impacted and collections of accounts receivable are expected to slow.  Accounts receivable reserves increased $4
million from December 31, 2019 to March 31, 2020 (4% of accounts receivable at December 31, 2019 to 6% of accounts receivable at March
31, 2020). The duration and extent of demand declines and then recovery is unclear.  For the three months ended March 31, 2020, Kodak was
able to broadly maintain its operations, but this may change in the future as government and other responses to COVID-19 evolve. Kodak has
also worked closely with government officials in the jurisdictions where it operates to keep its manufacturing facilities open during the
pandemic to date.  Kodak has endeavored to address the recommended actions of government and health authorities to protect employees
world-wide, with particular measures in place for those working in plants and distribution facilities.  Kodak intends to continue to work with
government authorities and implement employee safety measures so that the manufacturing and distribution of products during the pandemic
can continue. However, uncertainty resulting from the pandemic could result in an unforeseen disruption to Kodak’s operations or supply
chain.  Kodak is reducing operating costs, largely beginning in the second quarter of 2020, through the use of temporary furloughs and pay
cuts for its employees and the deferral of certain R&D spend while operations are being negatively impacted by the COVID-19 pandemic.


 
 • The Company’s convertible debt matures on November 1, 2021, if not converted prior to then and the Series A Preferred Stock must be


redeemed on November 15, 2021 if not converted prior to then.  Additionally, Kodak has significant ongoing cash requirements to fund
operations, restructuring programs, pension and other postretirement obligations, and other obligations.  Kodak’s plans to return to positive
cash flow include growing revenues profitably, reducing operating expenses, continuing to simplify the organizational structure, generating
cash from selling and leasing underutilized assets and paring investment in new technology by eliminating or delaying product development
programs.
 


 • Traditional Printing’s digital plate products include traditional digital plates and KODAK SONORA Process Free Plates.  SONORA Process
Free Plates allow Kodak customers to skip the plate processing step prior to mounting plates on a printing press.  This improvement in the
printing process saves time and costs for customers.  Also, SONORA Process Free Plates reduce the environmental impact of the printing
process because they eliminate the use of chemicals (including solvents), water and power that is otherwise required to process a traditional
plate.  While traditional digital plate offerings are experiencing pricing pressure, innovations in Kodak product lines which command
premium prices, such as SONORA Process Free Plates, are expected to offset some of the long-term price erosion in the market and
manufacturing efficiencies, excluding the possible negative impacts during the COVID-19 pandemic, are expected to mitigate the impact of
revenue declines on earnings.  Traditional Printing revenues accounted for approximately 58% of Kodak’s revenues for the quarter ended
March 31, 2020.  Traditional Printing’s revenues decreased $12 million (7%) compared with the prior year quarter, including the unfavorable
impact of currency ($2 million).  Segment earnings declined by $5 million (83%) compared to the prior year quarter, primarily reflecting
pricing declines.
 
Adverse impacts from COVID-19 are anticipated in the second quarter of 2020.  None of the Traditional Printing segment’s manufacturing
facilities have been ordered to close by governmental authorities.  Many of the segment’s customers around the globe continue to operate, but
at decreased volumes.  Therefore, demand for the segment’s products is expected to temporarily decline.  The Traditional Printing segment
may also be impacted by supply chain disruptions and travel restrictions.  With the anticipated decline in customer demand, manufacturing
volumes are being reduced.  The duration and extent of demand declines and then recovery is unclear.  Manufacturing employees are being
temporarily furloughed, as necessary, under reduced production plans.  The segment is utilizing furloughs and pay-cuts for non-
manufacturing employees in a way which will allow continued operation and product development.


[29]







 
 • In Digital Printing, the legacy VERSAMARK business is expected to continue to decline as a percentage of the segment’s total revenue as the


PROSPER business grows.  The PROSPER Inkjet Systems business is expected to continue to build profitability, excluding the possible
negative impacts during the COVID-19 pandemic.  Investment in the next generation technology, Ultrastream, is focused on the ability to
place Ultrastream writing systems in original equipment manufacturers and hybrid applications.  Digital Printing’s revenues decreased $7
million (10%) compared with the prior year quarter.  Segment earnings declined by $1 million (100%) compared to the prior year quarter.
 
Adverse impacts from COVID-19 are anticipated in the second quarter of 2020.  None of the Digital Printing segment’s manufacturing
facilities have been ordered to close by governmental authorities.  Many of the segment’s customers around the globe continue to operate, but
at decreased volumes.  Therefore, demand for the segment’s products is expected to temporarily decline.  The Digital Printing segment may
also be impacted by supply chain disruptions and travel restrictions.  With the anticipated decline in customer demand, manufacturing
volumes are being reduced.  The duration and extent of demand declines and then recovery is unclear.  Manufacturing employees are being
temporarily furloughed, as necessary, under reduced production plans.  The segment is utilizing furloughs and pay-cuts for non-
manufacturing employees in a way which will allow continued operation and product development.
 


 • Advanced Materials and Chemicals revenues declined $6 million compared with the prior year quarter (13%).  Despite segment revenues
being down, the segment loss improved $2 million (18%) compared with the prior year quarter due to price increases on professional and
consumer still photographic film and operating cost reductions.  Kodak plans to continue promoting the use of film to utilize as much film
manufacturing capacity as possible.
 
Adverse impacts from COVID-19 are anticipated in the second quarter of 2020, most notably in Motion Picture where the industry has been
heavily impacted and productions in affected regions have been suspended.  None of the Advanced Materials and Chemicals segment’s
manufacturing facilities have been ordered to close by governmental authorities.  However, each of the segment’s product lines are expected
to be impacted by lowered demand and may also be impacted by supply chain disruptions and travel restrictions.  The duration and extent of
demand declines and then recovery is unclear.  Manufacturing volumes are being reduced due to the expectation that customer demand will
decline in the near-term.  Manufacturing employees are being temporarily furloughed, as necessary, under reduced production plans.  Most
R&D programs within Advanced Materials and Functional Printing have been deferred and associated R&D costs are being significantly
reduced through the use of temporary furloughs.
 


 • Film and related component manufacturing operations and Kodak Research Laboratories utilize capacity at Eastman Business Park, which
helps cost absorption for both Kodak operations and tenants at Eastman Business Park.
 


 • Adverse impacts from COVID-19 are anticipated in the Brand segment in the second quarter of 2020 as many Kodak licensees are
experiencing significant slowdowns.  The duration and extent of declines and then recovery is unclear.  
 


 • Kodak plans to capitalize on its intellectual property through new business or licensing opportunities in 3D printing materials, smart material
applications, and printed electronics markets.


CURRENT KODAK OPERATING MODEL AND REPORTING STRUCTURE
 
Change in Segments
Effective January 1, 2020 Kodak changed its organizational structure. Prepress Solutions, formerly part of the Print Systems segment, now operates as a
separate segment named the Traditional Printing segment. Electrophotographic Printing Solutions, formerly part of the Print Systems segment, was
combined with the Enterprise Inkjet Systems segment and Kodak Software segment to form the Digital Printing segment. The Brand, Film and Imaging
segment, except for the licensing of the Kodak brand to third parties, was combined with the Advanced Materials and 3D Printing segment to form the
Advanced Materials and Chemicals segment. The licensing of the Kodak brand to third parties operates as a separate segment named the Brand segment.
The Eastman Business Park segment is no longer a reportable segment.  A description of the reportable segments follows.
 
REPORTABLE SEGMENTS
 
Kodak has four reportable segments:  Traditional Printing, Digital Printing, Advanced Materials and Chemicals and Brand.  The balance of Kodak’s
continuing operations, which do not meet the criteria of a reportable segment, are reported in All Other and are composed of the Eastman Business Park
operations.
 
Traditional Printing
 
The Traditional Printing segment is comprised of Prepress Solutions, which includes Kodak’s digital offset plate offerings and computer-to-plate imaging
solutions.  The Traditional Printing segment provides digital and traditional product and service offerings to a variety of commercial industries, including
commercial print, direct mail, book publishing, newspapers and magazines and packaging.  
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While the businesses in this segment are experiencing competitive pricing pressures, innovations in Kodak product lines that can command premium prices
offset some of the long-term market price erosion.  Additionally, Kodak seeks to mitigate the impact of market dynamics on pricing and volume pressures
and of increases in manufacturing costs, including aluminum prices, through a combination of price increases, commodity contracts, improved production
efficiency and cost reduction initiatives.  In January 2019, Kodak received exemptions from U.S. tariffs on aluminum.  The U.S. aluminum tariffs are still
in place and Kodak’s exemptions continue.
 
Prepress Solutions capitalizes on a contract-based, stable and recurring cash flow-generative business model. The average duration of customer contracts is
two years. These contracts offer stability and generate recurring revenue. The core of the business is the manufacturing of aluminum digital printing plates
of varying sizes. These plates can be as small as 23cm x 27cm and as large as 126cm x 287cm. Unexposed plates are sold to commercial printing
companies for use in the offset printing process. Kodak also manufactures equipment, known as Computer to Plate (“CTP”) equipment, which images the
plates with a laser. The plates are used in the offset printing process, which transfers ink from the plate onto a rubber blanket and then onto the substrate to
be printed. Due to the nature of the imaging and printing process, a new plate must be used for each printing run. As a result, there is a recurring revenue
stream from the sale of these plates.
 
The Traditional Printing products and services are sold globally to customers through both a direct sales team as well as indirectly through dealers.  
 
Prepress Solutions:
 
 • Digital offset plates includes KODAK SONORA Process Free Plates.  KODAK SONORA Process Free Plates are prepared directly with a


CTP thermal output device and do not require subsequent processing chemistry, processing equipment or chemical disposal. As a result, the
plates deliver cost savings and efficiency for customers and promote environmental sustainability practices.
 


 • CTP output devices that are used by customers to transfer images onto aluminum offset printing plates and provide consistent and high-quality
imaging for offset press applications. CTP products provide high resolution, consistency and stability in thermal imaging.  Kodak also offers a
lower cost CTP system using TH5 imaging technology, which provides a highly efficient and cost-effective imaging solution at a lower price
point.


The Traditional Printing segment also provides service and support related to these products.
 
Digital Printing
 
The Digital Printing segment contains Electrophotographic Printing Solutions, Prosper, Versamark and Software.  Digital Printing products include high-
quality digital printing solutions using electrically charged toner-based technology, production press systems, consumables (primarily ink), inkjet
components, software and services.  Digital Printing products are distributed directly by Kodak and indirectly through dealers.  
 


Electrophotographic Printing Solutions:


 • NEXFINITY printers produce high-quality, differentiated printing of short-run, personalized print applications, such as direct mail, books,
marketing collateral and photo products.
 


 • DIGIMASTER printers use monochrome electrophotographic printing technology for transactional printing, short-run books, corporate
documentation, manuals and direct mail.  Kodak has ceased manufacturing Digimaster printers but continues to sell consumables into the
installed base.


 
Prosper:


 • The Prosper business product offerings, including the PROSPER Press systems and PROSPER Components, feature ultrafast inkjet droplet
generation. This includes the PROSPER 6000 Press, which delivers a continuous flow of ink that enables constant and consistent operation,
with uniform ink droplet size and accurate placement, even at very high print speeds. Applications of the PROSPER Press include publishing,
commercial print, direct mail and packaging.  PROSPER System Components are integrated into original equipment manufacturer (“OEM”)
partner products and systems. Sales of equipment that incorporate the PROSPER Writing Systems result in recurring revenue from sales of ink
and other consumables and equipment service. The level of recurring revenue depends on the application for which the equipment is used,
which drives the total number of pages printed and, therefore, the amount of ink usage.  The business model is further supplemented by
consumption of other consumables including refurbished jetting modules and service.
 


 • The focus of the Prosper business is on developing the next generation platform, Ultrastream, with solutions that place writing systems in
OEMs as well as direct sale press products that widens its reach into applications for packaging and décor and expands the substrate range to
include plastics.  The Prosper business closed on the first sale of an Ultrastream writing system for use in a packaging application in December
of 2019 with Uteco Group.  Uteco Group has integrated Ultrastream in a packaging press solution.
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 • The Prosper business includes Kodak Print Services.  Kodak Print Services prints the Jersey Evening Post as well as the majority of U.K.


national newspapers for distribution in both Jersey and Guernsey islands.  The business is used to demonstrate the value of the Kodak Prosper
presses to customers around the world.


 
Versamark:


 • The KODAK VERSAMARK Products are the predecessor products to the PROSPER business.  Kodak has ceased manufacturing
VERSAMARK Press Systems.  Users of KODAK VERSAMARK products continue to purchase ink and other consumables as well as related
service from Kodak.  Applications of the VERSAMARK products include publishing, transactional, commercial print and direct mail.


 
Software
 
 • The Software business offers a leading suite of solutions for print production workflow, including the PRINERGY workflow production


software, by providing customer value through automation, web integration and integration with other Kodak products and third-party
offerings. Production workflow software is used by customers to manage digital and conventional print content from file creation to
output.  Production workflow software manages content and color, reduces manual errors and helps customers manage the collaborative
creative process. Kodak believes it is a leader in production workflow solutions for the commercial print and packaging industries with over
15,000 systems installed in some of the largest printing and packaging establishments around the world


 
 • The Software business includes digital front-end controllers which manage the delivery of personalized content to digital presses while


controlling color and print consistency.
 
 
Advanced Materials and Chemicals
 
The Advanced Materials and Chemicals segment is comprised of four lines of business: Industrial Film and Chemicals, Motion Picture, Advanced
Materials and Functional Printing and Kodak Services for Business (“KSB”).  Kodak’s Advanced Materials and Chemicals products are distributed directly
by Kodak and indirectly through dealers.  Kodak Alaris, a professional and consumer still photographic film and chemicals customer, represented
approximately 20% of total Advanced Materials and Chemicals segment revenues in 2019.  The Company and Kodak Alaris are parties to countersuits (see
Note 6: Other Current Liabilities in the consolidated financial statements).  Kodak Alaris primarily buys still photographic film from the Company.  In
April 2020, Kodak Alaris advised Kodak that unrelated to the countersuits it did not intend to pay undisputed invoices for three months to conserve its cash
resources during the COVID-19 pandemic.  Kodak has given default notices to Kodak Alaris with respect to invoices not paid in accordance with the 45-
day payment terms and, on May 9, 2020, gave termination notice to Kodak Alaris under the film supply contract based on Kodak Alaris’ failure to pay past
due amounts within the 30-day cure period.  Kodak is not restricted from selling its still photographic film directly or through other distributors and
retailers in addition to or substitution for film sold to Kodak Alaris, although if sales of film to Kodak Alaris are reduced or cease for any reason there may
be a delay in Kodak sales to third parties other than Kodak Alaris during a transitional period.
 
Industrial Film and Chemicals:
 
 • Offers industrial film, including films used by the electronics industry to produce printed circuit boards, as well as professional and consumer


still photographic film.
 


 • Includes related component businesses: Polyester Film; Solvent Recovery; and Specialty Chemicals.
 


 • Offers specialty inks and dispersions to third parties.
 
 • Includes Consumer Inkjet Solutions.  Starting in 2013, Kodak stopped manufacturing consumer inkjet printers and focused on the sale of ink


to its installed printer base.  Kodak’s final build of ink inventory is expected to be depleted in the second quarter of 2020.  
 


Motion Picture:
 


 • Includes the motion picture film business serving the entertainment industry. Motion picture products are sold directly to studios, external
laboratories and independent filmmakers.
 


 • Kodak motion picture film processing laboratories offering onsite processing services at strategic locations in the U.S. and Europe.
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Advanced Materials and Functional Printing
 
• Advanced Materials


 
 • Advanced Materials develops solutions for component smart materials based on the materials science inventions and innovations from the


research laboratories.  There are multiple applications that Kodak contemplates addressing in this category.  Currently, the primary focus is on
light blocking particles (Kodalux) for the textile market. In addition, a specialty material is manufactured by this group for use by a 3D
printing customer.


 
• Functional Printing:


 
 • Functional Printing concentrates on contract manufacturing, development partnerships, and/or licensing opportunities in very high-resolution


3D printing solutions such as printed electronics.  Also, a portfolio of products is offered to enable others to utilize functional printing.
 


• IP Licensing:
 


 • Kodak actively seeks opportunities to leverage its patents and associated technology in licensing and/or cross-licensing deals to support both
revenue growth and its ongoing businesses.  While revenues from these licensing activities tend to be unpredictable in nature, this segment
still carries the potential for revenue generation from intellectual property licensing and new materials businesses.


 
• Kodak Services for Business:


 
 • KSB assists organizations with challenges and opportunities created by the worldwide digital transformation. It provides business process


outsourcing services, scan and capture solutions, records conversion services, workflow solutions, content management, and print and
managed media services that assist customers with solutions that meet their business requirements.   KSB has expertise in the capture,
archiving, retrieval and delivery of documents including in depth knowledge of handling legacy media.  KSB serves enterprise customers
primarily in the banking, insurance and government sectors.  Sales in KSB are project-based and can vary from year to year depending on the
nature and number of projects in existence that year. KSB currently operates exclusively in Asia, primarily in China and Hong Kong.


 
• Kodakit


 
 • Kodakit was a platform that connected businesses with professional photographers to cater to their photography needs. Customers included


global hotels and online travel agencies, real estate companies, marketplaces, advertising agencies and global brands.
 


 • Kodak decided to discontinue the operations of Kodakit in October 2019.
 
 
Brand
 
The Brand segment Includes licensing of the Kodak brand to third parties.  Kodak currently licenses its brand for use with a range of products including
batteries, digital and instant print cameras and camera accessories, printers, and LED lighting.  Kodak intends to continue efforts to grow its portfolio of
brand licenses to generate both ongoing royalty streams and upfront payments. Brand licensees use the Kodak brand on their products and use their own
distribution channels.
 
 
Segment Revenues
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Traditional Printing  $ 154  $ 166 
Digital Printing   65   72 
Advanced Materials and Chemicals   42   48 
Brand   3   3 
All Other   3   2 


Consolidated total  $ 267  $ 291
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Segment Operational EBITDA and Consolidated Income (Loss) from Continuing Operations Before Income Taxes
 


  Three Months Ended  
  March 31,  
(in millions)  2020   2019  
Traditional Printing  $ 1  $ 6 
Digital Printing   (2)   (1)
Advanced Materials and Chemicals   (9)   (11)
Brand   2   1 
All Other   (1)   (1)
Depreciation and amortization   (10)   (15)
Restructuring costs and other   (7)   (2)
Stock based compensation   (1)   (3)
Consulting and other costs (1)   —   (3)
Idle costs (2)   —   (1)
Former CEO separation agreement compensation   —   (2)
Other operating income, net, excluding income
   from transition services agreement (3)   6   — 
Interest expense (4)   (4)   (3)
Pension income excluding service cost component (4)   26   27 
Other income (charges), net (4)   53   (1)
Consolidated (loss) income from continuing operations
   before income taxes  $ 54  $ (9)


(1) Consulting and other costs are primarily professional services and internal costs associated with certain corporate strategic initiatives.


(2) Consists of costs such as security, maintenance and utilities required to maintain land and buildings in certain locations not used in any Kodak
operations and the costs, net of any rental income received, of underutilized portions of certain properties.


(3) $2 million of income from the transition services agreement with the Purchaser was recognized in the quarter ended March 31, 2020.  The income
was reported in Other operating income, net in the Consolidated Statement of Operations. Other operating income, net is typically excluded from
the segment measure. However, the income from the transition services agreement was included in the segment measure.


(4) As reported in the Consolidated Statement of Operations.
 
Segment Measure of Profit and Loss
Kodak’s segment measure of profit and loss is an adjusted earnings before interest, taxes, depreciation and amortization (“Operational
EBITDA”).  Operational EBITDA represents the earnings (loss) from continuing operations excluding the provision for income taxes; non-service cost
components of pension and OPEB income; depreciation and amortization expense; restructuring costs; stock-based compensation expense; consulting and
other costs; idle costs; former CEO separation agreement compensation; other operating income, net (unless otherwise indicated); interest expense; and
other income (charges), net.


Kodak’s segments are measured using Operational EBITDA both before and after the allocation of corporate SG&A expenses.  The segment earnings
measure reported is after allocation of corporate SG&A as this most closely aligns with U.S. GAAP.  Research and development activities not directly
related to the other segments are reported within the Advanced Materials and Chemicals segment.
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2020 COMPARED WITH 2019
FIRST QUARTER RESULTS OF OPERATIONS
 
  Three Months Ended March 31,      


(in millions)  2020   
% of
Sales   2019   


% of
Sales   $ Change  


Revenues  $ 267      $ 291      $ (24)
Cost of revenues   231       251       (20)


Gross profit   36   13%   40   14%   (4)
Selling, general and administrative expenses   48   18%   59   20%   (11)
Research and development costs   9   3%   11   4%   (2)
Restructuring costs and other   7   3%   2   1%   5 
Other operating income, net   (7)   (3)%   —   0%   (7)
Loss from continuing operations before interest
   expense, other (income) charges, net and income taxes   (21)   (8)%   (32)   (11)%   11 
Interest expense   4   1%   3   1%   1 
Pension income excluding service cost component   (26)   (10)%   (27)   (9)%   1 
Other (income) charges, net   (53)   (20)%   1   0%   (54)
Earnings (loss) from continuing operations before
    income taxes   54   20%   (9)   (3)%   63 
Provision for income taxes   165   62%   3   1%   162 
Loss from continuing operations   (111)   (42)%   (12)   (4)%   (99)
Income from discontinued operations, net of
    income taxes   —   0%   (6)   (2)%   6 
Net loss  $ (111)   (42)%  $ (18)   (6)%  $ (93)
 
Revenue
For the three months ended March 31, 2020 revenues declined $24 million compared with the same period in 2019, driven by volume declines and
unfavorable pricing within Traditional Printing ($5 million and $4 million, respectively), volume declines in Digital Printing and Advanced Materials and
Chemicals (both $10 million) and unfavorable foreign currency ($3 million). The revenue declines were offset by improved pricing and product mix in
Advanced Materials and Chemicals ($4 million) and favorable mix of products in Digital Printing ($3 million).  See segment discussions for additional
details.
 
Gross Profit
Gross profit for the three months ended March 31, 2020 declined approximately $4 million compared with the same period in 2019 reflecting unfavorable
pricing in Traditional Printing ($5 million), volume declines in Advanced Materials and Chemicals ($3 million) and unfavorable costs in Digital Printing
($4 million) and Advanced Materials and Chemicals ($2 million) partially offset by favorable pricing and product mix in Advanced Materials and
Chemicals ($4 million), favorable mix of products in Digital Printing ($3 million) and lower depreciation and amortization expenses ($5 million).  See
segment discussions for additional details.
 
Selling, General and Administrative Expenses
Consolidated SG&A decreased $11 million for the quarter ended March 31, 2020 primarily due to lower investment in segment selling and marketing
activities ($7 million), lower consulting and project costs ($3 million), lower stock-based compensation ($2 million) as well as $2 million of compensation
included in the former CEO separation agreement in the prior year partially offset by bad debt expense due to issues caused by the COVID-19 pandemic
($3 million).
 
Research and Development Costs
Consolidated R&D expenses decreased $2 million for the quarter ended March 31, 2020 primarily due to cost reduction efforts.  
 
Other (Income) Charges
The change in Other (income) charges was primarily driven by the embedded conversion features derivative liability associated with the Convertible
Notes.  Refer to Note 15, “Other (Income) Charges, Net” and Note 24, “Financial Instruments”.
 
Provision for Income Taxes
The Provision for Income Taxes was primarily driven by the $167 million provision associated with the establishment of a valuation allowance on deferred
tax assets outside the U.S.  Refer to Note 16, “Income Taxes”.
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Loss from Discontinued Operations
The Loss from discontinued operations in the prior year period reflects the results from the FPD business prior to consummating the sale of the business in
April 2019.  Refer to Note 23, “Discontinued Operations”.
 
TRADITIONAL PRINTING SEGMENT
 


  Three Months Ended March 31,  
(in millions)  2020   2019   $ Change  
Revenues  $ 154  $ 166  $ (12)
             
Operational EBITDA  $ 1  $ 6  $ (5)
Operational EBITDA as a % of revenues   1%   4%    


 


 
Revenues
The decrease in Traditional Printing revenues for the three months ended March 31, 2020 of approximately $12 million primarily reflected volume and
pricing declines ($4 million and $5 million, respectively) in Prepress Solutions consumables and service, and unfavorable foreign currency ($2 million)
 
Operational EBITDA
 
Traditional Printing Operational EBITDA for the three months ended March 31, 2020 declined $5 million compared to the prior year reflecting pricing
declines ($5 million) in Prepress Solutions consumables, an increase in bad debt expense ($2 million) and aluminum tariff refunds received in 2019 ($2
million) partially offset by lower sales and marketing expenses ($3 million) and lower aluminum costs in the current year ($2 million).
 
During 2018 U.S. tariffs imposed on aluminum purchases were included as part of the cost of printing plates sold.  In January 2019, Kodak received
retroactive exemptions from U.S. tariffs on aluminum.  Due to the exemptions, all aluminum tariffs paid by Kodak in prior periods were recognized as a
cost reduction in the prior year-to-date period.
 
DIGITAL PRINTING SEGMENT
 


  Three Months Ended March 31,  
(in millions)  2020   2019   $ Change  
Revenues  $ 65  $ 72  $ (7)
             
Operational EBITDA  $ (2)  $ (1)  $ (1)
Operational EBITDA as a % of revenues   (3)%   (1)%    


 


Revenues
The decline in Digital Printing revenues for the three months ended March 31, 2020 of approximately $7 million primarily reflected volume declines in
Electrophotographic Printing Solutions consumables and service ($4 million), volume declines in Electrophotographic Printing Solutions equipment ($2
million), volume declines in PROSPER systems ($1 million) and volume declines in VERSAMARK service and consumables ($2 million) due to declines
in the installed base of VERSAMARK systems partially offset by improved volume and pricing in PROSPER components ($2 million and $1 million,
respectively).
 
Operational EBITDA
Digital Printing Operational EBITDA for the three months ended March 31, 2020 declined $1 million driven by higher manufacturing costs in
Electrophotographic Printing Solutions ($3 million) partially offset by the improved mix from higher sales of PROSPER components ($1 million).
 
ADVANCED MATERIALS AND CHEMICALS SEGMENT
 


  Three Months Ended March 31,  
(in millions)  2020   2019   $ Change  
Revenues  $ 42  $ 48  $ (6)
             
Operational EBITDA  $ (9)  $ (11)  $ 2 
Operational EBITDA as a % of revenues   (21)%   (23)%    
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Revenues
Advanced Materials and Chemicals revenues for the three months ended March 31, 2020 declined $6 million primarily from volume declines in Motion
Picture ($3 million) due to timing of productions and Consumer Inkjet Solutions ($2 million) driven by lower sales of ink to the existing installed base of
printers. Additionally, current year revenues for Kodak Services for Business declined ($2 million) primarily due to operations in Asia being impacted by
COVID-19, and the prior period including revenues from Kodakit ($2 million) which has since stopped operating.  Partially offsetting these impacts was
improved pricing ($2 million) and improved product mix ($2 million) in Industrial Film and Chemicals.
 
Operational EBITDA
Advanced Materials and Chemicals Operational EBITDA improved $2 million for the three months ended March 31, 2020 primarily due to favorable
pricing ($2 million) and improved product mix ($2 million) in Industrial Film and Chemicals.  Also contributing were lower selling and administrative
expenses ($2 million) driven by the wind down of Kodakit.  Partially offsetting were unfavorable cost impacts in Industrial Film and Chemicals ($2
million) and volume declines in Consumer Inkjet Solutions, Motion Picture and Kodakit (each $1 million) as discussed above. 
 
BRAND SEGMENT
 


  Three Months Ended March 31,  
(in millions)  2020   2019   $ Change  
Revenues  $ 3  $ 3  $ - 
             
Operational EBITDA  $ 2  $ 1  $ 1 
Operational EBITDA as a % of revenues   67%   33%    


 


 
Revenues
Brand revenues for the three months ended March 31, 2020 were flat compared to the prior year quarter.
 
Operational EBITDA
Brand Operational EBITDA for the three months ended March 31, 2020 improved $1 million compared with the prior year quarter primarily due to lower
sales and marketing expenses.  
 
RESTRUCTURING COSTS AND OTHER
 
Kodak recorded $7 million of charges for the quarter ended March 31, 2020, in Restructuring costs and other in the Consolidated Statement of Operations.
 
Kodak made cash payments related to restructuring of approximately $7 million during the quarter ended March 31, 2020.
 
The restructuring actions implemented in the first three months of 2020 are expected to generate future annual cash savings of approximately $8 million.
These savings are expected to reduce future annual Cost of revenues and SG&A expenses by $1 million and $7 million, respectively.  Kodak began
realizing a portion of these savings in the first three months of 2020 and expects the majority of the annual savings to be in effect by the end of the year as
actions are completed.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES UPDATE
 
Updates to critical accounting policies and estimates in Kodak’s 2019 Annual Report on Form 10-K are presented in this section. Refer to Item 7.
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in the 2019 Annual Report on Form 10-K for a complete
discussion of all Kodak’s critical accounting policies.
 
Valuation and Useful Lives of Long-Lived Assets, Including Goodwill and Intangible Assets
Given the decline in Kodak’s market capitalization from the last goodwill impairment test (December 31, 2019) and the uncertainty resulting from the
COVID-19 pandemic on its operations, Kodak performed an interim goodwill impairment test as of March 31, 2020.
 
Goodwill is tested for impairment at a level of reporting referred to as a reporting unit, which is an operating segment or one level below an operating
segment (a component) if the component constitutes a business for which discrete financial information is available and regularly reviewed by segment
management.  As a result of the change in segments that became effective as of January 1, 2020, Kodak’s goodwill reporting units changed. The Digital
Printing segment has three goodwill reporting units: Electrophotographic Printing Solutions, Prosper and Versamark, and Software. The Advanced
Materials and Chemicals segment has three goodwill reporting units: Motion Picture and Industrial Films and Chemicals, Advanced Materials and
Functional Printing and Kodak Services for Business.  The Traditional Printing segment, Brand segment and Eastman Business Park segment each have
one goodwill reporting unit.  
 
As of December 31, 2019, the goodwill balance of $12 million under the prior year segment reporting structure was comprised of $6 million for the Brand,
Film and Imaging segment and $6 million for the Kodak Software segment, which had only one reporting unit (Software).  The goodwill in the Brand, Film
and Imaging segment was reported in the Consumer Products reporting unit.
 
The goodwill previously reported in the Consumer Products goodwill reporting unit was transferred to the Brand goodwill reporting unit using a relative
fair value allocation to affected reporting units.  Goodwill previously reported in the Software reporting unit was transferred to the Digital Printing segment
and continues to remain its own reporting unit.
 
Given the significant cushion that existed for both the Brand and Software reporting units based on the December 31, 2019 impairment test, Kodak updated
the fair value of all its reporting units as of March 31, 2020 using only the discounted cash flow method.  Kodak established an estimate of future cash
flows for the period ranging from April 1, 2020 to December 31, 2024 and discounted the estimated future cash flows to present value. The expected cash
flows were derived from earnings forecasts and assumptions regarding the timing and impact of the COVID-19 pandemic on each reporting unit.  The
discount rates are estimated based on an after-tax weighted average cost of capital (“WACC”) for each reporting unit reflecting the rate of return that would
be expected by a market participant. The WACC also takes into consideration a company specific risk premium for each reporting unit reflecting the risk
associated with the overall uncertainty of the financial projections. Discount rates of 21% to 55% were utilized in the valuation based on Kodak’s best
estimates of the after-tax weighted-average cost of capital of each reporting unit.
 
A terminal value was included for all reporting units at the end of the cash flow projection period to reflect the remaining value that the reporting unit is
expected to generate. The terminal value was calculated using either the constant growth method based on the cash flows of the final year of the discrete
period or the H-model, which assumes the growth during the terminal period starts at a higher rate and declines in a linear manner over a specified
transition period toward a stable growth rate.
 
Based upon the results of Kodak’s March 31, 2020 analysis, no impairment of goodwill was indicated. Impairment of goodwill could occur in the future if
a reporting unit’s fair value changes significantly, if Kodak’s market capitalization significantly declines, if a reporting unit’s carrying value changes
materially compared with changes in its fair value, or as a result of changes in operating segments or reporting units.
 
Kodak also updated the fair value of the Kodak trade name as of March 31, 2020. The fair value of the Kodak trade name, which has a carrying value of
$21 million, was valued using the income approach, specifically the relief from royalty method based on the following significant assumptions: (a)
forecasted revenues ranging from April 1, 2020 to December 31, 2024, including a terminal year with growth rates ranging from –2.5% to 3% (b) an after-
tax royalty rate of 0.4% of expected net sales, and (c) discount rates ranging from 23% to 32%, which were based on the after-tax weighted-average cost of
capital.
 
Based on the results of Kodak’s March 31, 2020 assessment, the carrying value of the Kodak trade name exceeded its fair value and Kodak recorded a pre-
tax impairment charge of $3 million.  Impairment of the Kodak trade name could occur in the future if estimated revenues decline or if there are significant
changes in the discount or royalty rates. A one percent increase in the discount rate and a 10 percent miss in expected revenues would impact the fair value
of the Kodak trade name by $2 million.
Long-lived assets other than goodwill and indefinite-lived intangible assets are evaluated for impairment whenever events or changes in circumstances
indicate the carrying value may not be recoverable. When evaluating long-lived assets for impairment, the carrying value of an asset group is compared to
its estimated undiscounted future cash flows. An impairment is indicated if the estimated future cash flows are less than the carrying value of the asset
group. The impairment is the excess of the carrying value over the fair value of the long-lived asset group.
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Kodak updated its estimate of undiscounted cash flows for each asset group as of March 31, 2020 using a probability weighted approach in determining the
likelihood of possible adverse impacts from the COVID-19 pandemic. Estimated cash flows for the Film asset group are being negatively impacted as the
Motion Picture industry has been heavily impacted and productions in affected regions have been suspended.  As of March 31, 2020, the total estimated
cash flows, without consideration from cash flows expected from the eventual disposition of the primary assets of the group, exceeded their carrying value
by approximately 15%. No impairment indicators were noted for the other asset groups.  Impairment of long-lived assets other than goodwill and indefinite
lived intangible assets could occur in the future if expected estimated future cash flows decline or if there are significant changes in the estimated useful life
of the assets.
 
 
LIQUIDITY AND CAPITAL RESOURCES
 
Kodak is facing liquidity challenges due to operating losses and low or negative cash flow from operations, collateral needs and restrictions on the
movement of cash from China.  Cash flow from operations in 2019 benefited from working capital improvements and individual transactions that occurred
during the year.  The Company’s Convertible Notes do not require any debt service until conversion or maturity on November 1, 2021. The Series A
Preferred Stock must be redeemed on November 15, 2021 if not converted prior to then.  Kodak has ongoing significant cash requirements to fund
operations, restructuring programs, pension and other postretirement obligations, and other obligations.  Kodak’s plans to return to sustainable positive cash
flow include growing revenues profitably, reducing operating expenses, continuing to simplify the organizational structure, generating cash from selling
and leasing underutilized assets and paring investment in new technology by eliminating or delaying product development programs.  Additionally, the
Company looks to implement ways to reduce collateral needs in the U.S. while accessing available cash in Chinese subsidiaries.  
 
Kodak’s products are sold and serviced in numerous countries across the globe with more than half of sales generated outside the U. S.  Current global
economic conditions are highly volatile due to the COVID-19 pandemic, resulting in market size contractions in many countries due to economic
slowdowns and government restrictions on movement.  It is expected that conversion of accounts receivable to cash will take longer and that collection risk
has increased.  The economic uncertainty surrounding the COVID-19 pandemic is an additional complexity in Kodak’s plans to return to sustainable
positive cash flow.  To mitigate the economic impacts of the pandemic Kodak is employing temporary furloughs and pay reductions, scaling manufacturing
volumes due to expectations of reduced volumes, and delaying an increased number of product development programs.  The Company is also seeking to
take advantage of any available government incentives around the world in response to the COVID-19 pandemic such as employee related tax deferrals or
holidays, wage subsidies and loan programs including those under the U.S. CARES Act, although the Company has not yet been able to take advantage of
any loan programs and may not qualify for any loans under the programs created under the U.S. CARES Act.  Many of the available government incentives
for which the Company qualifies are in the form of deferrals of payments that will be required to be paid in the future.
 
The current cash balance outside of China, recent trend of negative operating cash flow, maturity and redemption dates in 2021 for the Convertible Notes
and Series A Preferred Stock, increased challenges in managing cash during the COVID-19 pandemic and general lack of certainty regarding the return to
positive cash flow raise substantial doubt about Kodak’s ability to continue as a going concern.
 
Refer to the Going Concern section of Note 1, “Basis of Presentation and Recent Accounting Pronouncements”; Note 8, "Debt and Finance Leases," and
Note 9, “Redeemable, Convertible Series A Preferred Stock” in the Notes to Financial Statements for further discussion. Refer to Note 2, “Cash, Cash
Equivalents and Restricted Cash” for a reconciliation of cash, cash equivalents and restricted cash.
 


  March 31,   December 31,  
(in millions)  2020   2019  
Cash, cash equivalents, restricted cash and cash in
   assets held for sale  $ 241  $ 290


 


[39]







Cash Flow Activity
 


        
  March 31,      
(in millions)  2020   2019   Change  
Cash flows from operating activities:             
Net cash used in operating activities  $ (41)  $ (12)  $ (29)
Cash flows from investing activities:             
Net cash used in investing activities   (1)   (3)   2 
Cash flows from financing activities:             
Net cash (used in) provided by financing activities   (3)   3   (6)
Effect of exchange rate changes on cash and restricted cash   (4)   2   (6)
Net decrease in cash, cash equivalents, restricted cash
   and cash in assets held for sale  $ (49)  $ (10)  $ (39)


 
Operating Activities
Net cash used in operating activities increased $29 million for the three months ended March 31, 2020 as compared with the corresponding period in 2019
primarily due to increased cash spend on inventory and a smaller build of accounts payable in the current year period.
 
Investing Activities
Net cash used in investing activities improved $2 million for the three months ended March 31, 2020 as compared with the corresponding period in 2019
due to an increase in proceeds received from the sale of assets and returns on investments in the current year.
 
Financing Activities
Net cash used in financing activities in the three months ended March 31, 2020 compares $6 million unfavorably to the corresponding period in 2019
driven by the proceeds from the RED – Rochester borrowing partially offset by the payment of contingent consideration in the prior year.
 
Sources of Liquidity
Available liquidity includes cash balances and the unused portion of the ABL Credit Agreement. The ABL Credit Agreement had $17 million of net
availability (“Excess Availability”) as of March 31, 2020. The amount of available liquidity is subject to fluctuations and includes cash balances held by
various entities worldwide.  At March 31, 2020 and December 31, 2019 approximately $62 million and $72 million, respectively, of cash and cash
equivalents were held within the U.S. and approximately $147 million and $161 million, respectively, of cash and cash equivalents and cash in assets held
for sale were held outside the U.S.  Cash balances held outside the U.S. are generally required to support local country operations and may have high tax
costs or other limitations that delay the ability to repatriate, and therefore may not be readily available for transfer to other jurisdictions.  Kodak utilizes
cash balances outside the U.S. to fund needs in the U.S. through the use of inter-company loans. As of March 31, 2020 and December 31, 2019,
outstanding inter-company loans to the U.S. were $416 million and $408 million, respectively, which includes short-term inter-company loans from
Kodak’s international finance center of $117 million and $110 million, respectively.  In China, where approximately $88 million and $89 million of cash
and cash equivalents was held as of March 31, 2020 and December 31, 2018, respectively, there are limitations related to net asset balances that may
impact the ability to make cash available to other jurisdictions in the world.  Under the terms of the ABL Credit Agreement, the Company is permitted to
invest up to $100 million in subsidiaries and joint ventures that are not party to the ABL Credit Agreement.  On May 12, 2020, a Chinese subsidiary of
Kodak transferred approximately $70 million to a U.S. subsidiary of Kodak in anticipation of an inter-company transaction.
 
On January 27, 2020 Kodak exercised its right under the ABL Credit Agreement to permanently reduce lender commitments, reducing the commitments
from $150 million to $120 million.  As a result, the minimum Excess Availability decreased to $15 million from the previous minimum of $18.75 million.  
 
On March 27, 2020, the Company and the Subsidiary Guarantors entered into the Amendment with the Lenders and Bank of America, N.A., as
administrative and collateral agent.
 
The Amendment decreased the available asset-based revolving loans (the “ABL Loans”) and letters of credit from an aggregate amount of up to $120
million to $110 million, subject to the Borrowing Base.
 
The Company had issued approximately $80 million of letters of credit under the ABL Credit Agreement as of both March 31, 2020 and December 31,
2019.  As a result of the additional reduction in lender commitments, the minimum Excess Availability decreased to $13.75 million from the previous
amount of $15 million.
 
The Amendment also changed Equipment Availability from (i) the lesser of 75% of Net Orderly Liquidation Value of Eligible Equipment or $6 million to
(ii) the lesser of 70% of Net Orderly Liquidation Value of Eligible Equipment or $14.75 million as of March 31, 2020.  The Equipment Availability
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was $14.75 million for March 31, 2020.  The $14.75 million amount decreases by $1 million per quarter starting on July 1, 2020 until maturity or the
amount is decreased to $0, whichever comes first.
 
The Company had approximately $17 million and $22 million of Excess Availability under the ABL Credit Agreement as of March 31, 2020 and
December 31, 2019, respectively.  To maintain Excess Availability of greater than 12.5% of lender commitments ($13.75 million and $18.75 million as of
March 31, 2020 and December 31, 2019, respectively), Kodak funded $3 million and $22 million to the Eligible Cash account held with the ABL Credit
Agreement Administrative Agent as of March 31, 2020 and December 31, 2019, respectively, which is classified as Restricted Cash in the Consolidated
Statement of Financial Position.  The changes provided by the Amendment to the Excess Availability and Equipment Availability combined with increases
in Eligible Receivables and Eligible Inventory allowed the Company to decrease Eligible Cash by $13 million without causing Excess Availability to fall
below 12.5% of lender commitments.
 
Under the ABL Credit Agreement, if Excess Availability ($17 million at March 31, 2020) falls below 12.5% of lender commitments ($13.75 million at
March 31, 2020), Kodak would be required to be in compliance with the minimum Fixed Charge Coverage Ratio (the only financial covenant in the ABL
Credit Agreement) and could become subject to cash dominion control.  In addition to Eligible Cash, the borrowing base is supported by Eligible
Receivables, Eligible Inventory and Eligible Equipment.  To the extent the assets supporting the borrowing base decline and/or letters of credit issued under
the ABL Credit Agreement increase, if the remaining assets included in the borrowing base are not sufficient to support the required Excess Availability
amount, funding of Eligible Cash may be required.  Eligible Receivables, Eligible Inventory and Eligible Equipment have the meaning ascribed to these
terms in the ABL Credit Agreement.  Kodak intends to maintain Excess Availability above the minimum threshold.  Since Excess Availability was greater
than 12.5% of lender commitments as of March 31, 2020, Kodak is not required to have a minimum Fixed Charge Coverage Ratio of 1.0 to 1.0.  As of
March 31, 2020 Fixed Charges exceeded EBITDA (as defined in the ABL Credit Agreement) by approximately $14 million, therefore, the Fixed Charge
Coverage Ratio was less than 1.0 to 1.0.
 
As a result of the Company’s current credit ratings or a further ratings downgrade, the Company could be required to provide up to $13 million of letters of
credit to the issuers of certain surety bonds in the future to fully collateralize the bonds.  In April 2020, one of the surety bond issuers notified the Company
it will require approximately $6 million of incremental collateral by June 15, 2020.
 
As of March 31, 2020 and December 31, 2019, Kodak had funded $3 million and $22 million, respectively, to the Eligible Cash account held with the ABL
Credit Agreement Administrative Agent which was classified as Restricted cash in the Consolidated Statement of Financial Position, supporting the Excess
Availability amount.
 
Defined Benefit Pension and Postretirement Plans
Kodak made net contributions (funded plans) or paid benefits (unfunded plans) totaling approximately $3 million to its defined benefit pension and
postretirement benefit plans in the first three months of 2020.  For the balance of 2020, the forecasted contribution (funded plans) and benefit payment
(unfunded plans) requirements for its pension and postretirement plans are approximately $13 million.
 
Capital Expenditures
Cash flow from investing activities included $4 million of capital expenditures for the three months ended March 31, 2020.  Kodak expects approximately
$10 million to $15 million of total capital expenditures for 2020.
 
 
Item 4. Controls and Procedures
 
Evaluation of Disclosure Controls and Procedures
Kodak maintains disclosure controls and procedures that are designed to ensure that information required to be disclosed in Kodak’s reports filed or
submitted under the Securities Exchange Act of 1934 (the “Exchange Act”) is recorded, processed, summarized and reported within the time periods
specified in the SEC’s rules and forms, and that such information is accumulated and communicated to management, including Kodak’s Executive
Chairman and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.  Kodak’s management, with the participation
of Kodak’s Executive Chairman and Chief Financial Officer, has evaluated the effectiveness of Kodak’s disclosure controls and procedures as of the end of
the period covered by this Quarterly Report on Form 10-Q.  Kodak’s Executive Chairman and Chief Financial Officer have concluded that, as of the end of
the period covered by this Quarterly Report on Form 10-Q, Kodak’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under
the Exchange Act) were effective.
 
 
Changes in Internal Control over Financial Reporting
There have been no changes in Kodak’s internal control over financial reporting during the most recently completed fiscal quarter that have materially
affected, or are reasonably likely to materially affect, Kodak’s internal control over financial reporting.
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Part II. OTHER INFORMATION


Item 1. Legal Proceedings
 
Kodak’s Brazilian operations are involved in various litigation matters in Brazil and have received or been the subject of numerous governmental
assessments related to indirect and other taxes in various stages of litigation, as well as civil litigation and disputes associated with former employees and
contract labor.  The tax matters, which comprise the majority of the litigation matters, are primarily related to federal and state value-added taxes and
income taxes.  Kodak’s Brazilian operations are disputing these matters and intend to vigorously defend their position.  Kodak routinely assesses these
matters as to the probability of ultimately incurring a liability in its Brazilian operations and records its best estimate of the ultimate loss in situations where
it assesses the likelihood of loss as probable.  As of March 31, 2020, Kodak’s Brazilian Operations maintained accruals of approximately $3 million for
claims aggregating approximately $118 million inclusive of interest and penalties where appropriate.  In connection with assessments and litigation in
Brazil, local regulations may require Kodak’s Brazilian Operations to post security for a portion of the amounts in dispute.  Generally, any encumbrances
on the Brazilian assets would be removed to the extent the matter is resolved in Kodak’s favor.
 
Kodak is involved in various lawsuits, claims, investigations, remediations and proceedings, including, from time to time, commercial, customs,
employment, environmental, tort and health and safety matters, which are being handled and defended in the ordinary course of business. Kodak is also
subject, from time to time, to various assertions, claims, proceedings and requests for indemnification concerning intellectual property, including patent
infringement suits involving technologies that are incorporated in a broad spectrum of Kodak’s products. These matters are in various stages of
investigation and litigation and are being vigorously defended. Based on information currently available, Kodak does not believe that it is probable that the
outcomes in any of these matters, individually or collectively, will have a material adverse effect on its financial condition or results of operations.
Litigation is inherently unpredictable, and judgments could be rendered or settlements entered that could adversely affect Kodak’s operating results or cash
flows in a particular period.  Kodak routinely assesses all of its litigation and threatened litigation as to the probability of ultimately incurring a liability and
records its best estimate of the ultimate loss in situations where it assesses the likelihood of loss as probable.
 
Item 1A. Risk Factors
 
Reference is made to the Risk Factors set forth in Part I, Item 1A. of the 2019 Form 10-K.  The Risk Factors remain applicable from the 2019 Form 10-K. 
In particular, Kodak continues to face risks associated with the COVID-19 pandemic as described in the 2019 Form 10-K under the captions “Risk Factors
—Weakness or worsening of global economic conditions could adversely affect Kodak’s financial performance and liquidity” and “—Business disruptions
could seriously harm Kodak’s future revenue and financial condition and increase its costs and expenses”.  Certain known consequences to Kodak from the
COVID-19 pandemic are disclosed in the financial statements contained in this Form 10-Q and under the caption “Management’s Discussion and Analysis
of Financial Condition and Results of Operation.” The full extent to which the COVID-19 pandemic will impact Kodak’s results will depend on future
developments, which are highly uncertain and cannot be predicted at the time of this filing, including new information which may emerge concerning the
scope and duration of the pandemic and the restrictions and other actions implemented to fight it, among others.  Direct and indirect effects from the
COVID-19 pandemic could have a material adverse effect on the continuity of Kodak’s business operations and its results of operations and financial
position, particularly if such effects have an extended duration.
 
 
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds


 (a) Sales of unregistered securities during the quarter ended March 31, 2020
 
None
 


 (b) Issuer purchases of equity securities during the quarter ended March 31, 2020
Repurchases related to Stock Compensation Plans (1):


 


  


Total Number
of Shares


Purchased   


Average
Price Paid
per Share   


Total Number of Shares
Purchased as Part of


Publicly Announced Plans
or Programs  


Maximum Number of
Shares That May Yet


Be Purchased
under the Plans or


Programs
January 1 through 31   7,414  $ 3.78  n/a  n/a
February 1 through 29   —   —  n/a  n/a
March 1 through 31   1,773   1.59  n/a  n/a
Total   9,187  $ 3.36    


 


 
(1) These repurchases are made pursuant to the terms of the 2013 Omnibus Incentive Plan providing the Company the right to withhold amounts


deliverable under the plan to satisfy minimum statutory tax withholding requirements.
 


[42]







Items 3, 4 and 5.


Not applicable.
 
Item 6. Exhibits
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Eastman Kodak Company
Index to Exhibits


 
(3.1) Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated by reference to Exhibit (4.1) of


the Company’s Registration Statement on Form S-8 as filed on September 3, 2013).
  


(3.2) Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated
by reference to Exhibit (3.1) of the Company’s Current Report on Form 8-K as filed November 16, 2016).


  
(3.3) Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated


by reference to Exhibit (3.1) of the Company’s Current Report on Form 8-K as filed September 12, 2019).
  


(3.4) Certificate of Amendment to the Second Amended and Restated Certificate of Incorporation of Eastman Kodak Company (Incorporated
by reference to Exhibit (3.2) of the Company’s Current Report on Form 8-K as filed September 12, 2019).


  
(3.5) Fourth Amended and Restated By-Laws of Eastman Kodak Company, filed herewith.


  
(10.1) Amendment No. 3 to Amended and Restated Credit Agreement, dated as of March 27, 2020 by and among Company, the subsidiary


Guarantors, the lenders party thereto and Bank of America, N.A., as administrative and collateral agent), filed herewith.
  


(31.1) Certification signed by James V. Continenza, filed herewith.
  


(31.2) Certification signed by David E. Bullwinkle, filed herewith.
  


(32.1) Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by
James V. Continenza, filed herewith.


  
(32.2) Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 signed by


David E. Bullwinkle, filed herewith.
  


(101.CAL) XBRL Taxonomy Extension Calculation Linkbase.
  


(101.INS) XBRL Instance Document.
  


(101.LAB) XBRL Taxonomy Extension Label Linkbase.
  


(101.PRE) XBRL Taxonomy Extension Presentation Linkbase.
  


(101.SCH) XBRL Taxonomy Extension Schema Linkbase.
  


(101.DEF) XBRL Taxonomy Extension Definition Linkbase
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SIGNATURES


Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 


EASTMAN KODAK COMPANY
(Registrant)


 
  


 
Date May 12, 2020  /s/ Eric Samuels
  Eric Samuels
  Chief Accounting Officer and Corporate Controller
  (Chief Accounting Officer and Authorized Signatory)
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Exhibit (3.5)
EASTMAN KODAK COMPANY


 
A New Jersey Corporation


 
FOURTH AMENDED AND RESTATED BY-LAWS


 
May 23, 2017, as amended April 2, 2020


 
Article 1


 
SHAREHOLDERS


 
Section 1.  Annual Meetings of Shareholders.
 
An annual meeting of the shareholders of the corporation, for the election of directors and for the transaction of other business properly
before the meeting, shall be held in each year, on the date and at the time and place, as shall be fixed from time to time by the Board of
Directors (the “Board”).  The Board may, in its sole discretion and in compliance with applicable laws, determine that an annual meeting of
shareholders shall not be held at any physical place, but instead may be held solely by means of remote communication equipment.
 
Section 2.  Special Meetings of Shareholders.
 
Special meetings of the shareholders, except where otherwise provided by law or these by-laws, may be called to be held on the date and at
the time and place fixed by the Board, the Chairman of the Board (the “Chairman”), or the President, and shall be called by the Chairman, the
President or the Secretary at the request in writing of a majority of the Board or at the request in writing of shareholders owning, in the
aggregate, shares entitled to at least 20% of the total number of votes represented by the entire amount of capital stock of the corporation
issued and outstanding and entitled to vote at the meeting.  The request shall state the purpose or purposes of the proposed meeting and shall
include (i) a request for the inclusion in the notice of meeting of the proposal(s) the requesting shareholder(s) desires to bring before the
meeting, (ii) the text of the proposal(s), (iii) the requesting shareholder(s)’ name(s) and address(es) and (iv) the number and class of all shares
of each class of stock of the corporation owned of record and beneficially (pursuant to Rules 13d-3 and 13d-5 under the Securities Exchange
Act of 1934 (as amended from time to time, the “Exchange Act”)) by the requesting shareholder(s).  The Secretary shall (as promptly as
practicable but in no event more than ten days following delivery of a request) determine whether the request has been made by shareholders
owning and holding, in the aggregate, the number of shares necessary to request a special meeting pursuant to this Section 2.  Upon the
Secretary’s finding that the requisite number of shares have made the request, the Board shall determine (as promptly as practicable but in no
event more than ten days following the date of the Secretary’s finding) whether the request is valid under applicable law, and if the request is
determined to be valid shall fix a place and time for the meeting, which time shall be not less than ninety nor more than one hundred days
after the receipt of the meeting request.
 
Section 3.  Notices of Meetings of Shareholders.
 
Notice of annual and special meetings of shareholders shall be given, not less than ten nor more than sixty days before the meeting, to each
shareholder of record entitled to vote at the meeting, setting forth the date, time, place, and purpose or purposes of the meeting.







The notice shall be given by mail or any other method permitted by law to each shareholder of record entitled to vote at the meeting, directed
to the shareholder at the shareholder’s address as it appears on the stock books of the corporation.
 
Section 4.  Quorum.
 
Unless otherwise provided by law or the Certificate of Incorporation, the holders of shares entitled to cast a majority of the votes at a meeting
of shareholders shall constitute a quorum at the meeting.  Any action, other than the election of directors, shall be authorized by a majority of
the votes cast at the meeting by the holders of shares entitled to vote thereon, unless a greater plurality is required by law or the Certificate of
Incorporation.  Less than a quorum may adjourn the meeting.  No notice of an adjournment of the meeting shall be necessary if the Board
does not fix a new record date for the adjourned meeting and if the time and place to which the meeting is adjourned are announced at the
meeting at which the adjournment is taken and if at the adjourned meeting only such business is transacted as might have been transacted at
the original meeting.
 
For purposes of the foregoing, where a separate vote by class or classes is required for any matter, the holders of a majority of the outstanding
shares of such class or classes, present in person or represented by proxy, shall constitute a quorum to take action with respect to that vote on
that matter.  Two or more classes or series of stock shall be considered a single class if the holders thereof are entitled to vote together as a
single class at the meeting.
 
Section 5.  Qualifications of Voters.
 
At each meeting of the shareholders, each holder of record of each outstanding share of common stock of the corporation shall be entitled to
one vote on each matter submitted to a vote.  The Board may fix in advance a date not less than ten nor more than sixty days preceding the
date of any meeting of shareholders and not exceeding sixty days preceding the date for the payment of any dividend, or for the allotment of
any rights, or for the purpose of any other action, as a record date for the determination of shareholders entitled to notice of and to vote at the
meeting or to express consent to or dissent from any proposal without a meeting, or for the purpose of determining shareholders entitled to
receive payment of any dividend or allotment of any right, or for the purpose of any other action.  In each case only shareholders of record at
the close of business on the date so fixed shall be entitled to notice of and to vote at such meeting or to consent to or dissent from any
proposal without a meeting, or to receive payment of a dividend or allotment of rights or take any other action, as the case may be,
notwithstanding any transfer of any shares on the books of the corporation after the record date.
 
Section 6.  Voting.
 
The vote for the election of directors and the vote on any question before the meeting may be taken by ballot and shall be taken by ballot if
requested at the meeting by a shareholder entitled to vote at the meeting.  Each ballot shall state the name of the shareholder voting, if the
shareholder is voting in person, or if voting by proxy, then the name of the proxy and the number of votes cast by the ballot.  A shareholder
may vote either in person or by proxy.
 
Section 7.  Selection of Inspectors.
 
The Board may, in advance of any meeting of shareholders, appoint one or more inspectors to act at the meeting or any adjournment thereof. 
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If inspectors are not so appointed, or if any inspector fails to qualify, appear or act and the vacancy is not filled by the Board in advance of
the meeting, the person presiding at the meeting may, and on the request at the meeting of any shareholder entitled to vote at the meeting
shall, make such appointment.  No person shall be elected a director at a meeting at which the person has served as an inspector.
 
Section 8.  Duties of Inspectors.
 
The inspectors shall determine the number and voting power of shares outstanding, the number of shares represented at the meeting, the
existence of a quorum, and the validity and effect of proxies.  The inspectors shall receive votes or consents, hear and determine all
challenges and questions arising in connection with the right to vote, count and tabulate all votes or consents, determine the result, and do any
acts proper to conduct the election or vote with fairness to all shareholders. In determining the number of shares outstanding, the inspectors
may rely on reports of the Treasurer or transfer agent.  In determining the voting power of each share, the inspectors may rely on reports of
the Secretary.  In determining the results of any voting, the inspectors may rely on the reports of the Secretary as to the vote required to take
any action or the vote required in an election.
 
Section 9.  Advance Notice of Shareholder Nominees for Director and Other Shareholder Proposals.
 
(a)      In addition to any other requirements under these by-laws, the Certificate of Incorporation or applicable laws, only matters properly
brought before any annual or special meeting of shareholders of the corporation in compliance with the procedures set forth in this Section 9
shall be considered at such meeting.


(b)      For any matter to be properly brought before any meeting of shareholders, the matter must be specified in the notice of meeting given
by the corporation.


(c)      A shareholder desiring to bring a proposal before an annual meeting of shareholders (other than to nominate a director of the
corporation) shall deliver to the Secretary, the following: (i) a request for inclusion of the proposal in the notice of meeting, (ii) the text of the
proposal(s) the shareholder intends to present at the meeting and, at the option of the shareholder, a brief explanation of why the shareholder
favors the proposal(s), (iii)  the shareholder’s name and address, (iv) the number and class of all shares of each class of stock of the
corporation owned of record and beneficially (pursuant to Rules 13d-3 and 13d-5 under the Exchange Act) by the shareholder and (v) any
material interest of the shareholder (other than as a shareholder) in the proposal.


(d)      A shareholder desiring to nominate a person(s) for election as director of the corporation at an annual meeting shall deliver to the
Secretary, the following: (i) the name of the person(s) to be nominated, (ii) the number and class of all shares of each class of stock of the
corporation owned of record and beneficially by each nominee, as reported to the shareholder by the nominee(s), (iii) the information
regarding each nominee required by paragraphs (a), (e) and (f) of Item 401 of Regulation S-K adopted by the Securities and Exchange
Commission (or the corresponding provisions of any regulation subsequently adopted by the Securities and Exchange Commission applicable
to the corporation), (iv) each nominee’s signed consent to serve as a director, (v) the proposing shareholder’s name and address and (vi) the
number and class of all shares of each class of stock of the corporation owned of record and beneficially (pursuant to Rules 13d-3 and 13d-5
under the Exchange Act) by the shareholder.  In addition, the proposing shareholder shall furnish the corporation with all other information
the corporation may reasonably request to determine whether the nominee would be considered “independent” under the rules and standards
applicable to the corporation.
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(e)      Any request to be delivered pursuant to subsection (c) or (d) hereof must be delivered to the Secretary at the principal office of the
corporation not less than ninety nor more than one hundred twenty days prior to the first anniversary of the annual meeting for the preceding
year; provided, however, that if and only if the annual meeting is not scheduled to be held within thirty days before or after the first
anniversary date, the request shall be given in the manner provided herein by the later of the close of business on (i) the ninetieth day prior to
the annual meeting date or (ii) the tenth day following the date that the annual meeting date is first publicly disclosed.


          Notwithstanding anything in this Section 9(e) to the contrary, if the number of directors to be elected is increased due to an increase in
the number of directors fixed by the Board or a change in the Certificate of Incorporation and either all of the nominees or the size of the
increased Board is not publicly disclosed by the corporation at least one hundred days prior to the first anniversary of the preceding year’s
annual meeting, a request to be delivered pursuant to subsection (d) hereof shall also be considered timely, but only with respect to nominees
for any new positions created by such increase, if it shall be delivered to the Secretary at the principal executive office of the corporation not
later than the close of business on the tenth day following the first date all of such nominees or the size of the increased Board shall have
been publicly disclosed in a press release reported by the Dow Jones News Service, Associated Press or a comparable national news service
or in a document publicly filed by the corporation with the Securities and Exchange Commission.


(f)      A shareholder desiring to call a special meeting pursuant to Article 1, Section 2 of these by-laws shall comply with that Section in
addition to Subsection (b) of this Section 9.


(g)     If a shareholder has submitted a request in compliance with subsection (c) or (f) hereof, the corporation shall include the proposal
contained in the request in the corporation’s notice of meeting sent to shareholders, unless the requested proposal is not a proper action for
shareholders to take as determined by the Board after advice from counsel.


(h)     In no event shall the postponement or adjournment of an annual meeting already publicly noticed, or any announcement of the
postponement or adjournment, commence a new period (or extend any time period) for the giving of notice as provided in this Section 9.


(i)     Subsections (c) and (f) of this Section 9 shall not apply to shareholders’ proposals made pursuant to Rule 14a-8 under the Exchange
Act.  This Section 9 shall not apply to the election of directors selected pursuant to the provisions of Article V of the Certificate of
Incorporation relating to the rights of the holders of any class or series of stock of the corporation having a preference, as to dividends or
upon liquidation of the corporation to elect directors under specified circumstances.


(j)     The Chairman or, in the absence of the Chairman, the Chief Executive Officer, or in the absence of the Chairman and the Chief
Executive Officer, the President, or in the absence of the Chairman, Chief Executive Officer and the President, the Vice-President designated
by the Board to perform the duties and exercise the powers of the President, shall preside at any meeting of shareholders and, in addition to
making any other determinations appropriate to the conduct of the meeting, shall have the power and duty to determine whether notice of
nominees and other matters proposed has been duly given in the manner provided in this Section 9 and, if not so given, shall direct and
declare at the meeting that such nominees or other matters are not properly before the meeting and shall not be considered.  The Board may
adopt by resolution such rules, regulations and procedures for the conduct of shareholders’ meetings as it shall deem appropriate.


Section 10. Procedure for Action by Written Consent; Inspectors and Effectiveness.
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(a)     In order that the corporation may determine the shareholders entitled to consent to corporate action in writing without a meeting, the
Board shall fix a record date, which record date shall not precede the date upon which it adopts the resolution fixing the record date.  Any
shareholder entitled to vote on an action required or permitted to be taken at a meeting of shareholders who is seeking to have the
shareholders authorize or take any such action by written consent shall, by written notice to the Secretary, request that the Board fix a record
date.  The Board shall promptly, but in no event more than ten days after the date on which the request is received, adopt a resolution fixing
the record date.  If no record date has been fixed within the time set forth above, the record date, when no prior action by the Board is
required by applicable law, shall be the first date on which a signed written consent setting forth the action taken or proposed to be taken is
delivered to the Secretary.  If no record date has been fixed by the Board and prior action by the Board is required by applicable law, the
record date shall be at the close of business on the date on which the Board adopts the resolution taking such prior action.


(b)     The Board shall fix a date on which written consents are to be tabulated (the “Tabulation Date”).


(c)     Every written consent shall bear the date of signature of each shareholder or person acting by proxy who signs the consent, and in the
case of a consent executed by a person acting by proxy, a copy of the proxy shall be attached.  No action by written consent shall be effective
unless by the Tabulation Date (or in the event the Board fails to set a Tabulation Date, by the date required under applicable law) a written
consent or consents (after taking into account any consent revocations) signed by a sufficient number of shareholders to take such action are
delivered to the corporation.


(d)     Promptly following the receipt of any consents with respect to a proposed corporate action, after taking into account any consent
revocations, the corporation shall promptly engage independent inspectors of elections for the purpose of promptly performing a ministerial
review of the validity of the consents and revocations, counting and tabulating the valid consents, making a written report certifying the
results thereof promptly following the Tabulation Date, and performing other proper incident duties.  Nothing contained in this paragraph
shall in any way be construed to suggest or imply that the Board or any shareholder shall not be entitled to contest the validity of any consent
or revocation thereof, whether before or after such certification by the independent inspectors, or to take any other action (including, without
limitation, the commencement, prosecution or defense of any litigation with respect thereto, and the seeking of injunctive relief in such
litigation).


Article 2
 


DIRECTORS
 
Section 1. Directors and Term of Office.
 
The Board shall consist of as many directors, not less than five nor more than 13, as may from time to time be determined by the Board.  All
directors shall hold office until the next annual meeting and until their successors shall be duly elected and qualified.
 
Section 2. Election of Directors.
 
A nominee for director shall be elected to the Board if the nominee receives a majority of the votes cast.  A nominee receives a majority of
the votes cast if the votes “for” such nominee’s election exceed the votes “against” such nominee’s election.  However, directors shall be
elected by a plurality of the votes cast in any contested election for directors.  
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A contested election is any election in which the number of nominees seeking election is more than the number of directors to be elected and
shall include any meeting of shareholders for which (i) the Secretary receives a notice that a shareholder has nominated a person for election
to the Board in compliance with the advance notice requirements for shareholder nominees for director set forth in Article 1, Section 9 of
these by-laws and (ii) such nomination has not been withdrawn by such shareholder on or before the tenth day before the corporation first
mails its notice of meeting for such meeting to the shareholders.  Shareholders will be permitted only to vote “for” or “withhold” authority in
a contested election.
 
Section 3. Vacancies.
 
In the event of a vacancy occurring in the Board, including a vacancy resulting from an increase in the number of directors as provided in
Article V of the Certificate of Incorporation and Section 1 of this Article, and unless the Board determines to reduce the size of the Board to
eliminate the vacancy, such vacancy shall be filled by the affirmative vote of a majority of the directors then in office, although less than a
quorum, or by a sole remaining director, and the directors so chosen shall hold office until the next succeeding annual meeting of
shareholders and until their successors shall be duly elected and qualified, or until his or her earlier death, resignation, retirement,
disqualification or removal. 
 
Section 4. Compensation.
 
Directors may receive from the corporation reasonable compensation for their services, including a fixed sum and expenses for attendance at
meetings of the Board and at meetings of committees of the Board as shall be determined from time to time by the Board.
 
Section 5. Regular Meetings of Directors.
 
The Board shall by resolution schedule regular Board meetings.
 
Section 6. Notice of Regular Meetings of Directors.
 
No notice shall be required to be given of any regular meeting of the Board except as the Board may require.
 
Section 7. Special Meetings of Directors.
 
Special meetings of the Board may be called at any time by the Chairman or any two directors and may be held at any time and place within
or without the State of New Jersey.
 
Section 8. Notice of Special Meetings of Directors.
 
Notice of each special meeting of the Board, stating the day, time, place, and purpose or purposes thereof, shall be given by the Chairman of
the Board, the Secretary or any two directors to each director not less than two days by mail or one day by facsimile, telephone (including
voice mail) or, electronic mail, prior to the date specified for the meeting.  Special meetings of the Board may also be held at any place and
time, without notice, if all the directors are either present at the meeting or sign a waiver of notice, either before or after the meeting.
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Section 9. Quorum.
 
At any meeting of the Board a quorum shall consist of a majority of the total number of directors and, except as otherwise provided by law or
these by-laws, a majority of directors at a meeting at which a quorum is present shall decide any question that may come before the meeting. 
A majority of the directors present at any regular or special meeting, although less than a quorum, may adjourn the meeting from time to
time, without notice other than announcement at the meeting, until a quorum is present.  At the adjourned meeting at which a quorum shall be
present, any business may be transacted which might have been transacted at the original meeting.
 
Section 10. Action of Directors or Committees Without a Meeting or When Directors are in Separate Places.
 
Any action required or permitted to be taken pursuant to authorization voted at a meeting of the Board or any Board committee may be taken
without a meeting if, prior or subsequent to the action, all directors or members of the committee, as the case may be, consent thereto in
writing and the written consents are filed with the minutes of the proceedings of the Board or committee.  Any or all directors may participate
in a meeting of the Board or committee by means of a conference telephone or any means of communication by which all persons
participating in the meeting are able to hear each other.
 
Section 11.  Common Directorship and Director’s Personal Interest.
 
No contract or other transaction between the corporation and one or more of its directors, or between the corporation and any other
corporation, firm or association of any type or kind in which one or more of this corporation’s directors are directors or are otherwise
interested, shall be void or voidable solely by reason of such common directorship or interest, or solely because such director or directors are
present at the meeting of the Board or a committee thereof which authorizes or approves the contract or transaction, or solely because
the votes of such director or directors are counted for such purpose, if, any one of the following is true:  (1) the contract or other transaction is
fair and reasonable as to the corporation at the time it is authorized, approved or ratified; or (2) the fact of the common directorship or interest
is disclosed or known to the Board or committee and the Board or committee authorizes, approves or ratifies the contract or transaction by
unanimous written consent, providing that at least one director so consenting is disinterested, or by a majority of the directors present at the
meeting and also by a majority of the disinterested directors, even though the number of the disinterested directors is less than a quorum; or
(3) the fact of the common directorship or interest is disclosed or known to the shareholders and they authorize, approve, or ratify the
contract or transaction.  Common or interested directors may be counted in determining the presence of a quorum at a Board or committee
meeting at which a contract or transaction described in this by-law is authorized, approved or ratified.
 


Article 3
 


EXECUTIVE COMMITTEE AND OTHER COMMITTEES
 
Section 1. Establishment of Executive Committee and Other Committees.
 
There may be an Executive Committee, consisting of three or more directors, one of whom shall be the Chairman, appointed by the Board
and such other committees, consisting of one or more directors, as from time to time established by a majority of the total number of directors
the corporation would have if there were no vacancies (the “Entire Board”).  All committee members shall be appointed for the term of one
year but shall hold office until their successors are elected and have qualified.  Any member of any committee, however, may be removed by
the affirmative vote of a majority of the Entire Board. 
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The Board may determine whether any committee shall be composed in part or entirely of directors who are independent of the corporation. 
The Board shall make all determinations of whether a director is independent.
 
Section 2. Vacancies.
 
In the event of a vacancy occurring in any committee, the Board, by resolution adopted by a majority of the Entire Board, may fill the
vacancy for the unexpired term.
 
Section 3. Powers of Committees.
 
Subject to the limitations and regulations prescribed by law, including the New Jersey Business Corporation Act, or these by-laws or by the
Board, the committees established by the Board shall have and may exercise all the authority of the Board, subject to their respective
charters, except that no committee may make, alter, or repeal any by-laws, elect any director, remove any director or officer, submit to
shareholders any action that requires shareholder approval, or amend or repeal any resolution of the Board establishing such committee or
any other resolution of the Board which by its terms may be amended or repealed only by the Board.
 
Section 4. Regular Meetings.
 
The members of the Committee may by resolution schedule regular committee meetings.
 
Section 5. Notice of Regular Meetings.
 
No notice shall be required to be given of any regular meeting of any committee.
 
Section 6. Special Meetings.
 
Special meetings of the Executive Committee may be called at any time by the Chairman, the Chair of the committee, or by any two
members of the committee and may be held at any place within or without the State of New Jersey and at any time.  Special meetings of any
other committee may be called as the committee may determine.
 
Section 7. Notice of Special Meetings.
 
Notice of each special meeting of any committee, stating the meeting time, place, and purpose or purposes, shall be given by the Chair of the
committee or by any two members of the committee, or, with respect to the Executive Committee, the Chairman or the Secretary or by any
two members of the Executive Committee, to each member of the committee not less than two days by mail or one day by facsimile or
telephone (including voice mail) or by electronic mail, prior to the meeting date.  Special meetings of any committee may also be held at any
place and time, without notice, by unanimous consent of all the committee members or if all the committee members are present at the
meeting.
 
Section 8. Quorum.
 
At any committee meeting a majority of the committee members shall constitute a quorum and, except where otherwise provided by law or
these by-laws, a majority of committee members at a committee meeting at which a quorum is present shall decide any question that may
come before the committee meeting. 


-8-







A majority of the committee members present at any regular or special committee meeting, although less than a quorum, may adjourn the
committee meeting from time to time, without notice other than announcement at the meeting, until a quorum is present.  At such adjourned
committee meeting at which a quorum shall be present, any business may be transacted which might have been transacted at the original
committee meeting.
 
Section 9. Committee Charters.
 
Each committee may and, if directed by the Board, shall establish a charter reflecting its function, charge, and responsibilities.  The charter
shall be prepared by the committee and shall be subject to approval by the Board. 
 
Section 10.  Committee Reports.
 
Each committee shall report its actions taken at committee meetings to the Board at the next meeting of the Board following the committee
meeting unless the committee meeting occurred fewer than two days before the Board Meeting, in which case, the committee report may be
made at the second regular Board after the committee meeting.
 


Article 4
 


OFFICERS
 
Section 1. Officers Enumerated.
 
The officers of the corporation shall be a Chairman of the Board, a Chief Executive Officer, a President, one or more Vice-Presidents, a
Secretary, a Treasurer, a Controller, and may include one or more Assistant Vice-Presidents, Assistant Secretaries, Assistant Treasurers, and
Assistant Controllers, all of whom shall be elected by the Board.  The Chairman shall be a director of the corporation.  One person may hold
more than one office. The Board may designate the officers who shall be the chief operating officer, the chief financial officer, and the chief
legal officer of the corporation.
 
Section 2. Other Officers.
 
The Board may by resolution elect other officers, managers, agents, employees, or committees it deems necessary, who shall hold their
offices for the terms and shall have the powers and perform the duties as shall be prescribed by the Board or these by-laws.  One person may
hold more than one office.
 
Section 3. Term of Office.
 
All officers elected by the Board shall be elected for one-year terms, but shall hold office until their successors are elected and have
qualified.  Any officer elected by the Board may be removed at any time by the affirmative vote of a majority of the Entire Board.
 
Section 4. Vacancies.
 
If any officer vacancy shall occur, the Board may fill it for the unexpired term.
 
Section 5. The Chairman of the Board.
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The Chairman shall preside at all meetings of the Board and at all meetings of the shareholders and shall perform other duties as directed by
the Board.
 
Section 6.  The Chief Executive Officer.
 
The Chief Executive Officer shall have the general powers and duties of supervision and management of the property and affairs of the
corporation which usually pertain to the office, and shall perform all other duties as directed by the Board.  In the absence of the Chairman,
the Chief Executive Officer shall preside at shareholder meetings and, if a director, Board meetings.  In the absence or disability of the
Chairman, the Chief Executive Officer, if a director, shall perform the duties and exercise the power of the Chairman. 
 
Section 7. The President.
 
The President shall have the powers and perform the duties which usually pertain to the office, and shall perform all other duties as directed
by the Board or the Chief Executive Officer.  In the absence of the Chairman and the Chief Executive Officer, the President shall perform the
duties and exercise the powers of the Chief Executive Officer and, if a director, the Chairman. 
 
Section 8. The Vice-Presidents.
 
Each Vice-President shall have the powers and perform the duties which usually pertain to the office or as the Board, the Chairman, Chief
Executive Officer or the President may direct.  In the absence or disability of the Chairman, Chief Executive Officer and President, the Vice-
President designated by the Board shall perform the duties and exercise the powers of the Chief Executive Officer,  President and, if a
director, the Chairman.
 
Section 9. The Secretary.
 
The Secretary shall issue notices of all meetings of shareholders and of the directors and of the Executive Committee where notices of such
meetings are required by law or these by-laws.  The Secretary shall keep the minutes of meetings of shareholders and of the Board and of the
Executive Committee and shall sign instruments requiring the Secretary’s signature, and shall perform other duties usually pertaining to the
office and as the Board or the Chairman may direct.
 
Section 10. The Treasurer.
 
The Treasurer shall have the care and custody of all the moneys and securities of the corporation.  The Treasurer shall cause to be entered in
books of the corporation, full and accurate accounts of all moneys received and paid, shall sign instruments requiring the signature of the
Treasurer, and shall perform other duties usually pertaining to the office and as the Board or the Chairman shall direct.
 
Section 11. The Controller.
 
The Controller shall have the custody and operation of the accounting books and records of the corporation and shall establish and maintain
adequate systems of internal control, disclosure control, and audit to safeguard the assets of the corporation and shall perform other duties
usually pertaining to the office and as the Board and the Chairman may direct.
 
Section 12. Assistant Vice-Presidents, Assistant Secretaries, Assistant Treasurers and Assistant Controller.
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The duties of any Assistant Vice-Presidents, Assistant Secretaries, Assistant Treasurers and Assistant Controller shall be those usually
pertaining to their respective offices and as may be properly required of them by the Board or by the officers to whom they report.
 


Article 5
 


CAPITAL STOCK
 
Section 1. Stock Certificates.
 
Shares of stock of the corporation shall be represented by certificates, or shall be uncertificated shares that may be evidenced by a book-entry
maintained by the transfer agent and/or registrar of such stock, or a combination of both.
 
To the extent that shares are represented by certificates of stock, such certificates shall be issued only in numerical order with or without an
alphabetic prefix or suffix. Certificates shall be signed by or bear the facsimile signatures of the Chairman, the President, or one of the Vice-
Presidents and the Secretary, the Treasurer, Assistant Secretary or Assistant Treasurer. Certificates shall also be signed by or bear the
facsimile signature of one of the transfer agents and of one of the registrars of the corporation as permitted or required by law. In case any
officer, transfer agent or registrar who has signed or whose facsimile signature has been placed upon any such certificate shall thereafter have
ceased to be such officer, transfer agent or registrar before the certificate is issued, it may be issued by the corporation with the same effect as
if the signatory had not ceased to be such at the date of its issue.
 
Section 2. Transfer of Shares.
 
Transfers of certificated shares, except where otherwise provided by law or these by-laws, shall be made on the books of the corporation
pursuant to authority granted by power of attorney duly executed and
filed by the holder thereof with one of the transfer agents, upon surrender of the certificate or certificates of the shares and in accordance with
the provisions of the Uniform Commercial Code as adopted in New Jersey and as amended from time to time.
 
Transfers of uncertificated shares, except where otherwise provided by law or these by-laws, shall be made on the books of the corporation
upon receipt of proper transfer instructions from the registered holder of the uncertificated shares or by such person's attorney lawfully
constituted in writing and in accordance with the provisions of the Uniform Commercial Code as adopted in New Jersey and as amended
from time to time.
 
Section 3. Transfer Agents and Registrars.
 
The Board may at any time appoint one or more transfer agents and/or registrars for the transfer and/or registration of shares of stock, and
may from time to time by resolution fix and determine the manner in which shares of stock of the corporation shall be transferred and/or
registered.
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Section 4. Lost, Stolen or Destroyed Certificates.
 
Where a certificate for shares has been lost, apparently destroyed, or wrongfully taken and its owner fails to so notify the corporation or the
transfer agent within a reasonable time after having notice of the fact and the transfer agent or the corporation registers a transfer of the
shares before receiving notification, the owner shall be precluded from asserting against the corporation any claim for registering the transfer
of the shares or any claim to a new certificate.
 
Subject to the foregoing, where the owner of shares claims that the certificate representing the shares has been lost, destroyed, or wrongfully
taken, the corporation shall issue a new certificate in place of the original certificate if the registered owner thereof, or the owner’s legal
representative, (a) requests the issue of a new certificate before the corporation has notice that the certificate has been acquired by a bona fide
purchaser; (b) makes proof, in the form as the corporation prescribes, of ownership and that the certificate has been lost, destroyed or
wrongfully taken; and (c) satisfies any other reasonable requirements imposed by the corporation including indemnification.  Approvals or
any requirements pursuant to this section by the corporation may be granted or imposed by the Chairman, the President, any Vice-President,
the Secretary, any Assistant Secretary, or any other officer as authorized by the Board.
 


Article 6
 


DIVIDENDS AND FINANCES
 
Section 1. Dividends.
 
Dividends may be declared by the Board and paid by the corporation at the times determined by the Board, pursuant to the provisions of the
New Jersey Business Corporation Act.  Before payment of any dividend or making of any distribution of net profits there may be set aside
out of the net profits of the corporation the sums determined by the Board from time to time, in its absolute discretion, to be proper and for
the purposes determined by the Board to be conducive to the interests of the corporation.
 
Section 2. Finances.
 
All funds of the corporation not otherwise employed shall be deposited in its name in, and shall be subject to application or withdrawal from,
banks, trust companies or other depositories to be selected in accordance with and in the manner and under the conditions authorized by, or
pursuant to the authority of, resolutions of the Board.  All checks, notes, drafts and other negotiable instruments of the corporation shall be
signed by the officer, officers, agent, agents, employee or employees authorized by, or pursuant to the authority of, resolutions of the Board. 
No officers, agents, or employees, either singly or together, shall have power to make any check, note, draft, or other negotiable instrument in
the name of the corporation or to bind the corporation thereby, except as may be authorized in accordance with the provisions of this section.
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Article 7
 


GENERAL
 
Section 1. Form of Seal.
 
The seal of the corporation shall be two concentric circles with the words and figures “Eastman Kodak Company, Incorporated, 1901” 
between the circles and a monogram of the letters EKC in their center.  The seal may be an impression, a drawing or a facsimile thereof as
determined from time to time by the Board.
 
Section 2. Indemnification of Directors, Officers and Employees.
 
(a)     The corporation shall, to the full extent authorized or permitted by law and within the limits of any agreement entered into by any
particular Indemnitee (as defined below) with the corporation, indemnify and hold harmless against all liabilities any person who is or was a 
director or officer, including such director’s or officer’s estate (an “Indemnitee”), who is or was a party to or threatened to be made a party to
any action, suit or proceeding, whether civil, criminal, administrative, investigative or otherwise in respect of any past, present or future
matter, including any action suit or proceeding by or in the right of the corporation (an “Action”), by reason of the fact that the Indemnitee is
or was serving as a director, officer, employee or agent of the corporation or is or was serving at the request of the corporation as a director,
officer, trustee, employee or agent of any other enterprise;  provided, however, that the corporation shall not indemnify an Indemnitee if a
judgment or other final adjudication adverse to the Indemnitee establishes that the Indemnitee’s acts or omissions (a) were acts or omissions
that the Indemnitee knew or believed to be contrary to the best interests of the corporation or its shareholders in connection with a matter to
which he or she had a material conflict of interest, (b) were not in good faith or involved a knowing violation of law or (c) resulted in receipt
by such person of an improper personal benefit.  Subject to the receipt by the corporation of an undertaking by the Indemnitee to repay
Expenses if there shall be a judgment or other final adjudication that the Indemnitee is not entitled to receive reimbursement of Expenses
from the corporation, the corporation shall pay or reimburse within 20 days following the later of (i) the receipt of such undertaking and (ii)
the receipt of a demand from the Indemnitee for payment or reimbursement of Expenses, in advance of final disposition or otherwise, to the
full extent authorized or permitted by law, Expenses as incurred by the Indemnitee in defending any actual or threatened Action by reason of
the fact that the Indemnitee is or was serving as a director, officer, trustee, employee or agent of the corporation or is or was serving at the
request of the corporation as a director, officer, trustee, employee or agent of any other enterprise; provided, however, that the corporation
shall not be required hereunder to further pay or reimburse Expenses and, if requested by the corporation, shall be entitled to repayment of
Expenses from the Indemnitee following any plea formally entered by or formal written admission by the Indemnitee in the Action for which
the Indemnitee has sought payment or reimbursement of Expenses or indemnification that the Indemnitee has committed such acts or
omissions establishing that the Indemnitee is not entitled to indemnification pursuant to this subsection (a).  The Indemnitee shall be entitled
to be paid or reimbursed for Expenses incurred in any Action to obtain indemnification or payment or reimbursement of Expenses under this
subsection (a) under the same terms, conditions and limitations as the Indemnitee is entitled to Expenses under the previous sentence.  The
corporation shall not be obligated under this subsection (a) to provide any indemnification or any payment or reimbursement of Expenses to
an Indemnitee in connection with an Action (or part thereof) initiated by the Indemnitee unless the Board has authorized or consented to the
Action (or part thereof) in a resolution adopted by the Board.  For the purposes of this Article 7, “Expenses” shall include, without limitation,
all reasonable fees, costs and expenses, including without limitation, attorneys’ fees, retainers, court costs, transcript costs, fees of experts,
witness fees, travel expenses, duplicating costs, printing and binding costs, telephone charges, postage, delivery service fees,
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and all other disbursements or expenses of the types customarily incurred in connection with prosecuting, defending, preparing to prosecute
or defend, or investigating an Action, including any Action to obtain indemnification or payment or reimbursement of Expenses.


(b)    Any Indemnitee shall promptly notify the corporation in writing upon the sooner of (i) becoming aware of an action, suit or proceeding
where indemnification or the advance payment or reimbursement of Expenses may be sought or (ii) being served with any summons, citation,
subpoena, complaint, indictment, information or other document relating to any matter which may be subject to indemnification or the
advance payment or reimbursement of Expenses covered under this Article 7.  The failure of an Indemnitee to so notify the corporation shall
not relieve the corporation of any obligation which it may have to Indemnitee pursuant to this Article 7.  


(c)    The corporation may, to the full extent authorized or permitted by law, advance Expenses and indemnify and hold harmless against
liabilities any person not covered by subsection (a) of this Section 2, including the person’s estate (an “Employee Indemnitee”), who is or
was an employee or agent of the corporation, or who is or was serving at the request of the corporation as a director, officer, trustee,
employee or agent of any other enterprise, or the legal representative of any such person, and who is or was a party to or threatened to be
made a party to any Action by reason of the fact that such Employee Indemnitee is or was serving in any of the foregoing capacities.


Section 3.  Non-Exclusivity of Indemnification Rights.
 
The right of an Indemnitee or Employee Indemnitee to indemnification and payment or reimbursement of Expenses by the corporation under
Section 2 of this Article 7 shall be in addition to, and not in lieu of, any statutory or other right of indemnification or payment, advancement
or reimbursement of Expenses provided to any Indemnitee or Employee Indemnitee.  No amendment of this Article 7 shall impair the rights
of any person arising at any time with respect to events occurring prior to such amendment.
 
Section 4. Insurance.
 
The corporation may purchase and maintain insurance on its own behalf and on behalf of the one or more Indemnitees or Employee
Indemnitees against any liability asserted against him or her and incurred by him or her in the capacity as a director, officer, trustee,
employee or agent of this corporation or is or was serving at the request of the corporation as a director, officer, trustee, employee or agent of
any other enterprise, whether or not the corporation would have the power to indemnify such person against such liability under this Article
7.
 


Article 8
 


AMENDMENTS
 
Except as may otherwise be required by law or by the Certificate of Incorporation, these by-laws may be amended, altered, or repealed, in
whole or in part, by the affirmative vote of a majority of the Entire Board at any regular or special Board meeting.  The shareholders, by a
majority of the votes cast at a meeting of the shareholders called for the purpose, may adopt, alter, amend or repeal these by-laws whether
made by the Board or otherwise.  Amendments adopted by the shareholders pursuant to this Article 8 may not be amended or repealed by
action of the Board without (i) the affirmative vote of a majority of the votes cast at a meeting of the shareholders called for the purpose, or
(ii) approval by written consent of the shareholders.
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Exhibit (10.1)


[Execution]


AMENDMENT NO. 3 TO AMENDED AND RESTATED CREDIT AGREEMENT


AMENDMENT NO. 3 TO AMENDED AND RESTATED CREDIT AGREEMENT, dated as of March 27, 2020 (this
“Amendment No. 3”), by and among Bank of America, N.A., a national banking association, in its capacity as administrative agent and
collateral agent (in such capacity, together with its successors and assigns, “Agent”) pursuant to the Credit Agreement (as defined below),
each of the parties to the Credit as lenders (individually, each a “Lender” and collectively, “Lenders”), Eastman Kodak Company, a New
Jersey corporation (the “Borrower” or “Company”), the subsidiaries of Borrower party thereto as Guarantors (individually, each a
“Guarantor” and collectively, “Guarantors”).


W I T N E S S E T H :


WHEREAS, Agent, Lenders and certain other parties have entered into a senior secured revolving credit facility pursuant to which
Agent and Lenders have made, and may make, loans and advances and provide other financial accommodations to Borrower as set forth in
the Amended and Restated Credit Agreement, dated as of May 26, 2016, by and among Borrower, Guarantors, Lenders and Agent, as
amended by Amendment No. 1, dated as of November 7, 2016 and Amendment No. 2 to Amended and Restated Credit Agreement, dated as
of May 24, 2019 (as the same now exists and is amended and supplemented pursuant hereto and may hereafter be further amended, modified,
supplemented, extended, renewed, restated or replaced, the “Credit Agreement”) and the other Loan Documents;  
 


WHEREAS, Borrower and Guarantors have requested that Agent and Lenders agree to certain amendments to the Credit
Agreement, and Agent and Lenders are willing to agree to such amendments, subject to the terms and conditions contained herein; and


WHEREAS, by this Amendment No. 3, Agent, Lenders and the Loan Parties intend to evidence such amendments;


NOW, THEREFORE, in consideration of the foregoing and the mutual agreements and covenants contained herein, and other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:


1. Definitions.  


(a) Additional Definitions.  For purposes of this Amendment No. 3, the following terms shall have
the following meanings, and all terms used herein which are not otherwise defined herein, including but not limited to, those terms used in
the recitals hereto, shall have the respective meanings assigned thereto in the Credit Agreement (as defined below).


(i) “Amendment No. 3” means the Amendment No. 3 to
Amended and Restated Credit Agreement by and among Agent, Lenders, and Loan Parties, as the same now exists or
may hereafter be amended, modified, supplemented, extended, renewed, restated or replaced.


(ii) “Amendment No. 3 Effective Date” means the first date on
which the conditions precedent set forth in Section 5 of Amendment No. 3 are satisfied as set forth in the notice from
Agent to Borrower provided for in Section 8 of Amendment No. 3.
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(b) Amendments to Definitions.  


(i) The definition of “Applicable Margin” is hereby deleted in its entirety and
replaced with the following:


“Applicable Margin” means 4.00% per annum, in the case of Eurodollar Rate Revolving Loans, and
3.00% per annum, in the case of Base Rate Revolving Loans; provided, that, on and after the first
Adjustment Date after the Amendment No. 3 Effective Date, the Applicable Margin will be the rate per
annum as determined pursuant to the pricing grid below based upon the average daily Excess Availability
for the most recently ended fiscal quarter immediately preceding such Adjustment Date:


Tier
Average Daily Excess 


Availability


Applicable Margin
for Base Rate Revolving


Loans


Applicable Margin for
Eurodollar Rate Revolving


Loans


I Greater than 67% of the Revolving
Credit Facility


2.50% 3.50%


II Equal to or greater than 33% of the
Revolving Credit Facility but less
than or equal to 67% of the Revolving
Credit Facility


2.75% 3.75%


III Less than 33% of the Revolving
Credit Facility


3.00% 4.00%


 


Any change in the Applicable Margin resulting from changes in average daily Excess Availability
shall become effective on the first day of the calendar month following each fiscal quarter (the
“Adjustment Date”); provided, that, the first Adjustment Date shall occur on the first day of the calendar
month following the first full fiscal quarter after the Amendment No. 3 Effective Date.  If the Agent is
unable to calculate average daily Excess Availability for a fiscal quarter due to Borrower’s failure to
deliver any Borrowing Base Certificate when required hereunder, then, at the option of the Agent or the
Required Lenders, margins shall be determined as if Tier III (rather than the Tier applicable for the prior
period) were applicable until the first day of the calendar month following the receipt of the applicable
Borrowing Base Certificate.
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In the event that at any time after the end of a fiscal quarter it is discovered that the average daily


Excess Availability for such fiscal quarter used for the determination of the Applicable Margin was less
than the actual amount of the average daily Excess Availability for such fiscal quarter used to calculate
the Applicable Margin, the Applicable Margin for such prior fiscal quarter shall be adjusted to the
applicable percentage based on such actual average daily Excess Availability for such fiscal quarter and
any additional interest for the applicable period payable as a result of such recalculation shall be promptly
paid to the Lenders.


(ii) The definition of “Cash Control Trigger Event” is hereby deleted in its entirety
and replaced with the following:


“Cash Control Trigger Event” means either (a) the occurrence and continuance of an Event of
Default or (b) the failure of the Borrower to maintain Excess Availability of at least the greater of (i)
12.5% of the Revolving Credit Facility and (ii) $12,500,000.  For purposes of this Agreement, the
occurrence of a Cash Control Trigger Event shall be deemed to be continuing (x) until such Event of
Default has been cured or waived and/or (y) if the Cash Control Trigger Event arises under clause (b)
above, until Excess Availability is equal to or greater than the applicable amount set forth above for sixty
(60) consecutive days, at which time a Cash Control Trigger Event shall no longer be deemed to be
occurring for purposes of this Agreement.


(iii) The definition of “Equipment Availability” is hereby deleted in its entirety
and replaced with the following:


“Equipment Availability” means the lesser of (a) $14,750,000 and (b) 70% of the Net Orderly
Liquidation Value of the Eligible Equipment as reduced as provided below.  Equipment Availability shall
be reduced as of the first day of each calendar quarter commencing July 1, 2020 (whether or not
Equipment Availability is included in the Borrowing Base on the Amendment No. 3 Effective Date) by
$1,000,000.  Equipment Availability may be included in the Borrowing Base on the Amendment No. 3
Effective Date or thereafter subject to the satisfaction of the conditions set forth below.  Equipment
Availability will be included in the Borrowing Base if on the Amendment No. 3 Effective Date the
following conditions are met: the Agent has received (i) appraisals with respect to the Equipment as
provided below for purposes of determining the Net Orderly Liquidation Value of such Equipment, and
(ii) perfected first priority security interests and liens on the Equipment of Borrower and Designated
Guarantors in favor of the Agent for the benefit of the Secured Parties (subject only to the Permitted
Collateral Liens).  In addition, the amount of Equipment Availability may be further permanently reduced
to the extent that any appraisal of Equipment conducted by the Agent after the Amendment No. 3
Effective Date would result in a lower amount of Equipment Availability pursuant to the formula used by
the Agent to calculate Equipment Availability on the Amendment No. 3 Effective Date, and subject to the
sale or other disposition of any Eligible Equipment as permitted hereunder.
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(iv) The definition of “Fixed Charge Coverage Ratio Trigger Event” is hereby
deleted in its entirety and replaced with the following:


“Fixed Charge Coverage Ratio Trigger Event” means the failure of the Borrower to maintain
Excess Availability at any time of at least the greater of (a) 12.5% of the Revolving Credit Facility and (b)
$12,500,000; provided, that, the occurrence of a Fixed Charge Coverage Ratio Trigger Event shall be
deemed continuing until Excess Availability shall have been equal to or greater than the applicable
amount set forth above for thirty (30) consecutive days, at which time such Fixed Charge Coverage Ratio
Trigger Event shall no longer be deemed continuing.


(v) The definition of “Letter of Credit Facility” is hereby deleted in its entirety and
replaced with the following:


“Letter of Credit Facility” means, at any time, an amount equal to the lesser of (a) $110,000,000
and (b) the aggregate amount of the Revolving Credit Commitments, as such amount may be reduced at
or prior to such time pursuant to Section 2.05.


(vi) The definition of “Letter of Credit Fee Rate” is hereby deleted in its entirety
and replaced with the following:


“Letter of Credit Fee Rate” means 2.75% per annum; provided, that, on and after the first
Adjustment Date after the Amendment No. 3 Effective Date, the Letter of Credit Fee Rate will be the rate
per annum as determined pursuant to the pricing grid below based upon the average daily Excess
Availability for the most recently ended fiscal quarter immediately preceding such Adjustment Date:


Tier
Average Daily Excess 


Availability Letter of Credit Fee Rate


I Greater than 67% of the Revolving
Credit Facility


3.50%


II Equal to or greater than 33% of the
Revolving Credit Facility but less
than or equal to 67% of the
Revolving Credit Facility


3.75%


III Less than 33% of the Revolving
Credit Facility


4.00%
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Any change in the Letter of Credit Fee Rate resulting from changes in average daily Excess


Availability shall become effective on the Adjustment Date; provided, that, the first Adjustment Date after
the Amendment No. 3 Effective Date shall occur on the first day of the calendar month following the first
full fiscal quarter after the Amendment No. 3 Effective Date.  If the Agent is unable to calculate average
daily Excess Availability for a fiscal quarter due to Borrower’s failure to deliver any Borrowing Base
Certificate when required hereunder, then, at the option of the Agent or the Required Lenders, the Letter
of Credit Fee Rate shall be determined as if Tier III (rather than the Tier applicable for the prior period)
were applicable until the first day of the calendar month following the receipt of the applicable Borrowing
Base Certificate.


In the event that at any time after the end of a fiscal quarter it is discovered that the average daily
Excess Availability for such fiscal quarter used for the determination of the Letter of Credit Fee Rate was
less than the actual amount of the average daily Excess Availability for such fiscal quarter used to
calculate the Letter of Credit Fee Rate, the Letter of Credit Fee Rate for such prior fiscal quarter shall be
adjusted to the applicable percentage based on such actual average daily Excess Availability for such
fiscal quarter and any additional commission for the applicable period payable as a result of such
recalculation shall be promptly paid to the Lenders.


(c) Interpretation.  For purposes of this Amendment No. 3, all terms used herein which are not
otherwise defined herein, including but not limited to, those terms used in the recitals hereto, shall have the respective meanings assigned
thereto in the Credit Agreement as amended by this Amendment No. 3.


2. Visitation Rights.  


(a) Section 5.01(e)(iii) is hereby deleted in its entirety and replaced with the following:


“(iii)  Permit the Agent to conduct, at the sole cost and expense of the Company field examinations, provided, that, such
examinations may be conducted (a) so long as Excess Availability is greater than or equal to the greater of (i) 12.5% of the
Revolving Credit Facility and (ii) $12,500,000, not more than one (1) time per twelve month period, and (b) so long as Excess
Availability is less than the greater of (i) 12.5% of the Revolving Credit Facility and (ii) $12,500,000, not more than two (2) times
per twelve month period.  Notwithstanding the foregoing, following the occurrence and during the continuation of an Event of
Default such field examinations may be conducted at the Company’s expense as many times as the Agent shall consider
reasonably necessary.”


(b) Section 5.01(e)(iv) is hereby deleted in its entirety and replaced with the following:


“(iv)  Permit the Agent, to conduct, at the sole cost and expense of the Loan Company: (a) inventory appraisals,
provided, that, such appraisals may be conducted (i) so long as Excess Availability is greater than or equal to the greater of (i)
12.5% of the Revolving Credit Facility and (ii) $12,500,000, not more than one (1) time per twelve month period, and (ii) so long
as Excess Availability is less than the greater of (i) 12.5% of the Revolving Credit Facility and (ii) $12,500,000, not more than two
(2) times per twelve month period and (b) no more than one (1) machinery and equipment appraisal in any consecutive twelve
month period.  
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Notwithstanding the foregoing, following the occurrence and during the continuation of an Event of Default such appraisals may
be conducted at the Company’s expense as many times as the Agent shall consider reasonably necessary.”


3. Schedule of Commitments.  Schedule I to the Credit Agreement is hereby deleted in its entirety and replaced with
the new Schedule I attached hereto as Exhibit A.


4. Representations and Warranties.  Each Loan Party represents and warrants with and to Secured Parties as follows,
which representations and warranties shall survive the execution and delivery hereof:


(a) As of the Amendment No. 3 Effective Date, no Default or Event of Default exists or has
occurred and is continuing.


(b) This Amendment No. 3 has been duly authorized, executed and delivered by all necessary
corporate or limited liability company action, as applicable, on the part of each Loan Party and, upon the notification by Agent to Borrower
and Lenders of the Amendment No. 3 Effective Date, is in full force and effect as of the date hereof, as the case may be, and the agreements
and obligations of each Loan Party, as the case may be, contained herein constitute legal, valid and binding obligations of each Loan Party,
enforceable against it in accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium or other laws
affecting creditors’ rights generally and subject to general principles of equity, regardless of whether considered in a proceeding in equity or
at law.


(c) All of the representations and warranties of each Loan Party set forth herein and in each of the
other Loan Documents are true and correct in all material respects (or, in the case of any representations and warranties qualified by
materiality or Material Adverse Effect, in all respects) on and as of the Amendment No. 3 Effective Date before and after giving effect to the
effectiveness of this Amendment No. 3 and the transactions contemplated hereby with the same effect as though made on and as of such date,
except to the extent such representations and warranties expressly relate to an earlier date in which case such representations and warranties
shall be true and correct in all material respects (or, in the case of any representations and warranties qualified by materiality or Material
Adverse Effect, in all respects) as of such earlier date.


5. Conditions Precedent.  The effectiveness of this Amendment No. 3 shall be subject to the satisfaction of each of the
following conditions:


(a) Agent shall have received executed counterparts (originals or electronic copies) of this
Amendment No. 3, duly authorized, executed and delivered by Agent, the Supermajority Lenders and the Loan Parties;


(b) Agent shall have received executed counterparts (originals or electronic copies) of the
Amendment No. 3 Fee Letter, duly authorized, executed and delivered by Agent and the Loan Parties, and the fees set forth therein;


(c) after giving effect to this Amendment No. 3, no Default or Event of Default shall exist or have
occurred and be continuing.


Agent shall notify Borrower and Lenders of the Amendment No. 3 Effective Date and such notice shall be conclusive and binding.
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6. Effect of Amendment No. 3.  Except as expressly set forth herein, no other amendments, changes or modifications
to the Loan Documents are intended or implied, and in all other respects the Loan Documents are hereby specifically ratified, restated and
confirmed by all parties hereto as of the effective date hereof and the Loan Parties shall not be entitled to any other or further amendment by
virtue of the provisions of this Amendment No. 3 or with respect to the subject matter of this Amendment No. 3.  To the extent of conflict
between the terms of this Amendment No. 3 and the other Loan Documents, the terms of this Amendment No. 3 shall control.  The Credit
Agreement and this Amendment No. 3 shall be read and construed as one agreement.  This Amendment No. 3 is a Loan Document.


7. Jurisdiction.  The provisions of Section 9.13 of the Credit Agreement shall apply with like effect to this Amendment
No. 3.


8. Binding Effect.  This Amendment No. 3 shall be binding upon and inure to the benefit of each of the parties hereto
and their respective successors and assigns.


9. Waiver, Modification, Etc.  No provision or term of this Amendment No. 3 may be modified, altered, waived,
discharged or terminated orally or by course of conduct, but only by an instrument in writing executed by the party against whom such
modification, alteration, waiver, discharge or termination is sought to be enforced.


10. Entire Agreement.  This Amendment No. 3 represents the entire agreement and understanding concerning the
subject matter hereof among the parties hereto, and supersedes all other prior agreements, understandings, negotiations and discussions,
representations, warranties, commitments, proposals, offers and contracts concerning the subject matter hereof, whether oral or written.


11. Headings.  The headings listed herein are for convenience only and do not constitute matters to be construed in
interpreting this Amendment No. 3.


12. Counterparts.  This Amendment No. 3 may be executed in any number of counterparts, each of which shall be an
original, but all of which taken together shall constitute one and the same agreement.  Delivery of an executed counterpart of this
Amendment No. 3 by telefacsimile or other electronic method of transmission (e.g., “pdf” or “tif”) shall have the same force and effect as
delivery of an original executed counterpart of this Amendment No. 3. Any party delivering an executed counterpart of this Amendment No.
3 by telefacsimile or other electronic method of transmission shall also deliver an original executed counterpart of this Amendment No. 1, but
the failure to do so shall not affect the validity, enforceability, and binding effect of this Amendment No. 3.  


[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have caused this Amendment No. 3 to be duly executed and delivered by their


authorized officers as of the day and year first above written.


 
EASTMAN KODAK COMPANY
 
By:
Name:
Title:
 
 
FAR EAST DEVELOPMENT LTD.
FPC INC.
KODAK (NEAR EAST), INC.
KODAK AMERICAS, LTD.
KODAK REALTY, INC.
LASER-PACIFIC MEDIA CORPORATION
KODAK PHILIPPINES, LTD.
 
By:
Name:
Title:
 
 
NPEC INC.
 
By:
Name:
Title:
 







 
Agent and Lenders


BANK OF AMERICA, N.A.,
as Agent and a Lender
 
By:_______________________
Name: ____________________
Title:_____________________
 
 







 
JPMORGAN CHASE BANK, N.A.,
as a Lender
 
By:_______________________
Name: ____________________
Title:_____________________
 







 
SIEMENS FINANCIAL SERVICES, INC.,
as a Lender
 
By:_______________________
Name: ____________________
Title:_____________________
 
 
By:_______________________
Name: ____________________
Title:_____________________
 







 
WEBSTER BUSINESS CREDIT CORPORATION,
as a Lender
 
By:_______________________
Name: ____________________
Title:_____________________
 







 
CREDIT SUISSE AG, CAYMAN ISLANDS BRANCH,
as a Lender
 
By:_______________________
Name: ____________________
Title:_____________________
 
 
By:_______________________
Name: ____________________
Title:_____________________
 
 


 


 







 
SCHEDULE I


COMMITMENTS


COMMITMENTS


 


Lender Revolving Credit
Commitment


Letter of Credit
Commitment


Bank of America, N.A. $38,133,337.00 $110,000,000.00
JPMorgan Chase Bank,
N.A.


$23,466,663.00 $0.00


Siemens Financial Services,
Inc.


$22,733,337.00 $0.00


Webster Business Credit
Corporation


$14,666,663.00 $0.00


Credit Suisse AG, Cayman
Islands Branch


$11,000,000.00 $0.00


Total: $110,000,000.00 $110,000,000.00
 


 







Exhibit (31.1)
CERTIFICATION


 
I, James V. Continenza, certify that:
 
1) I have reviewed this Form 10-Q;


 
2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the


statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;
 


3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;


 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting; and


 
5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the


registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
 


a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.


 
 
 
 
/s/ James V. Continenza
James V. Continenza
Executive Chairman
 
 
 
Date:  May 12, 2020







Exhibit (31.2)
CERTIFICATION


 
I, David E. Bullwinkle, certify that:


 
 1) I have reviewed this Form 10-Q;  
 
 2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to


make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;


 


 
 3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material


respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 


 
 4) The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as


defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:


 


 
a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;
 
b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles;
 
c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant's internal control over financial reporting; and


 
 5) The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial


reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent
functions):


 


 
a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting  which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and


 
b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.


 
 
 
 


/s/ David E. Bullwinkle
David E. Bullwinkle
Chief Financial Officer


 
 


Date:  May 12, 2020







 
Exhibit (32.1)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 


In connection with the Quarterly Report of Eastman Kodak Company (the "Company") on Form 10-Q for the period ended March 31, 2020 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, James V. Continenza, Executive Chairman of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my
knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.


 
 
 
/s/ James V. Continenza
James V. Continenza
Executive Chairman
 
 
 
Date:  May 12, 2020







 
Exhibit (32.2)


CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350,


AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002


 
 
In connection with the Quarterly Report of Eastman Kodak Company (the "Company") on Form 10-Q for the period ended March 31, 2020 as filed
with the Securities and Exchange Commission on the date hereof (the "Report"), I, David E. Bullwinkle, Chief Financial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of my
knowledge:
 


1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.


 
 
 
 


/s/ David E. Bullwinkle
David E. Bullwinkle
Chief Financial Officer
 
 
Date:  May 12, 2020





Form user
File attachment on: 2020/06/16 19:59:57



In-kind contribution1 

Grants 

Other (please describe) 

Total Project Costs: Total Project Funding 

[If the Financing Structure chosen in Question 1 was Corporate Finance, then the online form will 
show the following:] 

For a Corporate Finance transaction, please provide a detailed list of how the DFC-supported 
funding would be used and how the proposed transaction would affect the existing corporate 
funding structure/leverage of the Borrower.  For an example, please click [here]. 

Uses of the DFC-supported Funding 

Cost Item USD % 

Total Costs 

Balance Sheet Comparison 

Existing Balance 
Sheet 

USD % Proposed Future Balance 
Sheet 

USD % 

Total Assets Total Assets 

DFC Debt 

Total Debt/Liabilities Non-DFC Debt/Liabilities 

Net Worth 

Non-DFC Net Worth 

Would DFC debt be used to repay any existing debt?     
If yes, please describe the source and current terms of the debt that would be repaid and why the 
repayment is important to the overall objective of the transaction. 

1 An in-kind contribution could be a hard asset such as a building, land or equipment.  In order for DFC to credit it as 

an equity contribution, it must be titled to the Borrower, and DFC must receive reasonable documentation of its 

market value (e.g. a recent appraisal, sales invoice, etc.) 



QUESTION 7: DESCRIBE COLLATERAL AND/OR CREDIT ENHANCEMENTS (IF 
APPLICABLE) 

) 

QUESTION 8:  MANAGEMENT EXPERIENCE AND TRACK RECORD 

Briefly describe relevant experience (in the sector, in the market, etc.) that the key parties 
(individually or as a team) may contribute towards the success of the proposed transaction.  

Please attach a document compiling CVs or other documentation that demonstrates 
this experience:

) 

Guaranties from creditworthy individuals or companies (Specify name(s) of guarantor(s):)

Irrevocable standby letter(s) of credit 

Debt Service Reserve Account 

“Key Man” Life Insurance 

Other (describe:

) 

Liens/Mortgages on other assets (Specify types/locations:  

DFC usually requires a collateral/credit enhancement package tailored to the specific risks of a 
given transaction.  Following are indicative categories of collateral/credit enhancement that DFC 
may require.  Please indicate below those categories that may be available (check all that apply): 

 Pledge of shares of the Borrower 

Liens/Mortgages on Borrower assets (Specify types/locations:  ___________

____________________________

_____________



Question 9:  PROVIDE INFORMATION ON PRIVATE SECTOR SOURCES OF FINANCING 

DFC does not compete with private sector providers of financing.  Therefore, DFC requires that 
applicants: (a) evaluate the possibility of obtaining financing from private sources and (b) decide 
to pursue DDLP financing because private financing is not available on reasonable terms sufficient 
to make the investment viable. 

Have you evaluated the possibility of obtaining financing for this transaction from private sector 
sources?  Yes  No 

Have you determined that private sector financing is not a viable option in this case?  Yes  No 

If Yes, please list the private sector funding source(s) you have approached regarding this 
transaction and explain why private financing is not a viable option (i.e., unworkable tenor 
and/or pricing). 



SUBMISSION/SIGNATURE Page 

I certify that: 

the Applicant or any owner of the applicant is not presently suspended, debarred, proposed 
for debarment, declared ineligible, voluntarily excluded from participation in this transaction 
by any Federal department or agency, or presently involved in any bankruptcy. 

the Applicant, any owner of the applicant, or any business owned or controlled by any of 
them, has not ever obtained a direct or guaranteed loan from any Federal agency that is 
currently delinquent or has defaulted in the last 7 years and caused a loss to the 
government. 

the Applicant (if an individual) or any individual owning 20% or more of the equity of the 
Applicant is not subject to an indictment, criminal information, arraignment, or other means 
by which formal criminal charges are brought in any question, or presently incarcerated, or 
on probation or parole. 

Within the last five years, for any felony, the Applicant (if an individual) or any individual 
owning 20% or more of the equity of the Applicant has not: (1) been convicted; (2) pleaded 
guilty; (3) pleaded nolo contendere; (4) been placed on pretrial diversion; or (5) been placed 
on any form of parole or probation (including probation before judgment). 

all loans will be used for eligible projects within the United States. 

I certify that the statements and information provided herein are true to and correct to the 
best of my knowledge and belief. I understand that knowingly making a false statement to 
obtain this loan is punishable under the law, including under 18 U.S.C. 1001 and 
3571 by imprisonment of not more than five years and/or a fine of up to $250,000 or twice 
the gross pecuniary gain from the offense or twice the gross pecuniary loss to another 
person; and, if submitted to a federally insured institution, under 18 U.S.C. 1014 by 
imprisonment of not more than 30 years and/or a fine of not more than $1,000,000.” 

Name: 
Title/Role in Transaction: 
Email Address: (b) (6)

L612748
Stamp



Note:  Some of the questions in the form require the attachment of specific documents.  In 
addition, at the bottom of every page of the electronic form, there is a link that will allow the 
applicant to attach additional supporting documentation as necessary.  A list of the essential 
supporting documentation requested by DFC is as follows: 

SUPPORTING DOCUMENTATION

1. COMPLETE BUSINESS PLAN/PRELIMINARY INFORMATION MEMORANDUM

Since DFC supports a variety of transaction structures in many different sectors/industries, it is 
not possible to provide a standard business plan template.  The following checklist details the 
items that applicants should consider as they prepare their business plans.  Please provide as 
complete a business plan as possible. 

Investment/Transaction Summary 

• Investment/Transaction Description/Status Describe the purpose for which the DDLP is to
be used and investment made to date, market or feasibility studies performed, status of
documentation/permits/government consents, environmental studies, past and ongoing
consultations with project-affected communities (including disadvantaged and vulnerable
groups), etc.

• Financial Plan and Credit Support Describe the proposed DFC and other lender debt  --
loan amount, tenor, grace period -- and source, timing and amount of equity contributions,
grants or other funding; describe any proposed collateral and other credit support

Key Parties 

• Owners/Shareholders, Guarantors, Management, Contractors, Regulators -- Provide
detailed information on the key parties associated with the transaction, fully explain their
role(s), and explain the relationships among them.  If certain characteristics (e.g. a strong
credit rating) or capabilities/experience (e.g. a strong track record in a given market or
industry) are important to that party being considered a good candidate to fulfill their role in
the transaction, please highlight that information.

Sector/Target Market/Economics 

• Sector/Industry Describe the competitive environment in which the investment is being
made and any recent or emerging trends that may affect its success.

• Product/Services Describe the ultimate products or services that this investment will
produce, and in what quantity.

• Economic/Technical Specifications If relevant, provide economic assumptions, technical
parameters, construction plans/schedule, equipment/land to be procured, off-take
arrangements, etc.

• Agreements List any key contractual arrangements necessary to the success of the
investment such as concession or franchise/royalty agreement(s), construction contract(s),
offtake agreement(s), environmental impact studies, feasibility studies, marketing studies,
technical assistance agreement(s), management services agreement(s), lease(s), etc. (and
attach electronically if available)

Legal, Economic, Political Environment and Government Participation 

• Licenses/Permits List all licenses, permits, consents, approvals, environmental
requirements etc. required by the country/local government and the status of such
documentation.



• Legal Regime List local laws, regulations or pending reforms that will impact the investment 
or the sector.

• Government/Multilateral Participation Describe any government or multilateral involvement 
in the investment or the sector and any government incentives such as tax holidays.

• Litigation or Dispute Resolution Describe any litigation or community dispute or complaint 
resolution processes that have occurred or are occurring involving any of the key parties that 
could affect this investment.

Transaction Strengths/Risks and Risk Mitigation 

• Strengths Describe those factors that contribute to the long-term viability of the
investment/transaction.

• Risks Describe risks such as credit risks, sector/market risks and competition, operational
and management risks, economic risks, legal/regulatory risks and environmental, and what
steps the Borrower/Investee/Guaranteed Party will take to mitigate such risks and provide
access to accountability and remedy for negative project impacts on individuals and
communities.

2. Financial Projections Model

The financial projections model should cover at least the entire proposed term of the DDLP 
financing.  It should include detailed, financially-justifiable assumptions on all key drivers of the 
proposed transaction and should clearly demonstrate how funds provided under the DDLP will 
be repaid or recouped successfully.  The model should also include financial statements (i.e., 
balance sheet, income statement, cash flow statement) and ratios or other financial 
measurements relevant to the industry/transaction type being modeled.  In addition, the model 
should be structured in such a way as to make it simple to adjust key assumptions and thereby 
analyze potential financial performance under adverse conditions. 

If the applicant does not already have a financial projections model that meets these criteria, 
DFC has provided a template (link to model template and user guides) that may assist some 
applicants in creating a model.  Please note that this template is not designed to model financial 
institutions or other entities with lending or leasing portfolios.   

3. Historical Financial Statements

Evaluating the financial strength of parties upon which the transaction will depend (primary 
investors, guarantors, key contractors or off-takers) is an important part of DFC’s evaluation.  For 
each such party, please provide financial statements, preferably prepared in accordance with U.S. 
Generally Accepted Accounting Principles (“U.S. GAAP”) or International Financial Reporting 
Standards (“IFRS”).  Financial Statements must be prepared in English or accompanied by a 
certified English translation.  Listed below are the types of financial statements that should be 
submitted for each type of entity: 

For a public corporation: - 10K or equivalent (most recent 3 years)
- 10Q or equivalent (most recent quarter)

For a private corporation: - Annual Financial Statement (preferably audited; most recent 3
years) 

- Quarterly Financial Statement (most recent quarter)
- Tax Return (most recent 3 years)



 

 

 

For a partnership:                  - Annual Financial Statement (preferably audited; most recent 3 
years) 
                                              - General Partner information, including (i) current signed Statement 

of Net Worth (assets, liabilities, net worth) and (ii) ownership 
 
For an individual:                 - Current Signed Personal Financial Statement (assets, liabilities, net 

worth) – provide link to DFC-005 (fillable PDF) 
                                                - Tax Return (most recent 3 years) 
 
  



Section 2: Investment Funds Transactions 

Proposal Date 

GP Main Point of Contact (First Name) 

GP Main Point of Contact (Last Name) 

GP Main Point of Contact (Email) 

GP Main Point of Contact (Phone Number) 

Name of Firm 

Address of Firm Headquarters 

City of Firm Headquarters 

Country of Firm Headquarters 

Other Firm Locations (cities) 

Year Firm Established 

Website of Firm 

mailto:jonathanlim@taelpartners.com


FUND OVERVIEW 

Fund Name 

Fund Target Size in USD (including DFC amount) 

Max Fund Target Size in USD (including DFC amount) 

Min Fund Target Size in USD (including DFC amount) 

 Proposed GP Commitment (%) 

Proposed DFC Commitment 

Fund Sectors 

If Other Sectors/Industries (please describe) 

Projected Fund Multiple and IRR returns (gross) 

Brief Description of the Fund and its Strategy 

Brief Description of the Fund for Public Disclosure After 
Approval (character range 40-149)  



MANAGEMENT OVERVIEW 

Fund Team Formation: Describe how the Fund 
Manager and the team were initially formed and 
provide a brief history of how they have evolved to 
date. You may also refer to appropriate sections in 
the PPM or marketing presentation. 

Number of Partners 

Total Number of Employees/Number of Senior 
Investment Professionals 

Is the General Partner or Investment Manger a women-
owned enterprise or women-led enterprise? 

Please provide the current or projected number of 
female members of the GP’s or FM’s board of directors 
or other governing body, if applicable 

GP _________# 

FM___________# 

Firm’s Assets Under Management 

Number of Funds Previously Managed by this Firm 

SENIOR INVESTMENT TEAM BACKGROUND 

Name Title Year 
joined firm 

Location (city, 
country) 

Focus (industry, 
function, if any) 

Prior work experience 
(include firm, position 
number of years) 

Education 



LP BASE 

Total Capital Raised to Date in USD 

Total Capital Raised to Date (% of Target Fund Size) 

First Close Date (actual/anticipated) and Amount 

(i) Explain why you are seeking DDLP funding. (ii)
What efforts have been taken to raise capital from
private sector investors and what has been the
outcome of those efforts? (iii) Is there a lack of
available private sector support for the Fund, or for
portfolio companies and if so for what reason?

List of Investors in prior funds and those who have 
Committed to this Fund and Amount 

Name Commitment to prior 
fund(s) 

Commitment to this 
Fund 

Location (country) 

List of new Investors committed to this Fund Name Commitment Location (country) 

TRACK RECORD 

Attach a summary of prior fund performance (see 
Track Record template) 

 



INVESTMENT POLICY & ESG 

Describe the impact you believe the Fund will have 
(e.g., job creation, development of critical supply 
chains, number/value of product produced or 
supplied ,). 

Will the Fund target investments that are female-
owned or serve female clients, clients located in 
rural areas, or other underserved populations? 

If so, what percentage will be dedicated to these 
populations? 

Women:_______% 
Rural:_______% 
Other: _____% 

Number and percentage of female staff (GP, Fund 
Manager and Fund) 

Number/Percentage of staff 

General Partner 

Fund Manager 

Fund 

Please describe the Fund’s practices concerning 
provision of accountability and access to remedy 

communities.

 

 
 
  

 
 

 
 

 
 

OTHER - MISCELLANEOUS 

(i) Describe any potential conflicts of interest of
which you are aware. (ii) How do you plan to
resolve potential conflicts of interest within the
Fund, or with other investment vehicles managed
by your organization or its affiliates?

Are there any substantive litigation, dispute 
resolutions, or regulatory actions brought 
against the manager, its principals or any 
portfolio companies? 

If yes, please attach an explanation describing any 
litigation, community dispute, or complaint 
resolution processes that have occurred or are 
occurring involving the manager, its principals 
and/or its portfolio companies. 

         ATTACHMENTS 

Attach the Fund's most recent 
marketing presentation 

Attach the Fund's investment pipeline 

Attach the Fund's PPM (if available) 

Attach Fund’s ESG Policies 

Attach Fund’s Know Your Customer Policies 

Attach LPA (if available) 

PROPOSAL DOCUMENTS 

Document Name Description Document Date File Name 



SUBMISSION/SIGNATURE Page 

I certify that: 

the Applicant or any owner of the applicant is not presently suspended, debarred, proposed 
for debarment, declared ineligible, voluntarily excluded from participation in this transaction 
by any Federal department or agency, or presently involved in any bankruptcy. 

the Applicant, any owner of the applicant, or any business owned or controlled by any of 
them, has not ever obtained a direct or guaranteed loan from any Federal agency that is 
currently delinquent or has defaulted in the last 7 years and caused a loss to the 
government. 

the Applicant (if an individual) or any individual owning 20% or more of the equity of the 
Applicant is not subject to an indictment, criminal information, arraignment, or other means 
by which formal criminal charges are brought in any question, or presently incarcerated, or 
on probation or parole. 

Within the last five years, for any felony, the Applicant (if an individual) or any individual 
owning 20% or more of the equity of the Applicant has not: (1) been convicted; (2) pleaded 
guilty; (3) pleaded nolo contendere; (4) been placed on pretrial diversion; or (5) been placed 
on any form of parole or probation (including probation before judgment). 

all loans will be used for eligible projects within the United States. 

I certify that the statements and information provided herein are true to and correct to the 
best of my knowledge and belief. I understand that knowingly making a false statement to 
obtain this loan is punishable under the law, including under 18 U.S.C. 1001 and 
3571 by imprisonment of not more than five years and/or a fine of up to $250,000 or twice 
the gross pecuniary gain from the offense or twice the gross pecuniary loss to another 
person; and, if submitted to a federally insured institution, under 18 U.S.C. 1014 by 
imprisonment of not more than 30 years and/or a fine of not more than $1,000,000.” 

Name: 
Title/Role in Transaction: 
Email Address: 



A0002



Establishing a U.S. Center of Excellence for the Production of Key Starting Materials & 
Active Pharmaceutical Ingredients for Essential Medicines 

 

 

Eastman Kodak Company. Confidential Information                                                                                                          Page 1 of 4  
 
 

Volume II: Cost Proposal 
Full Proposal Submitted for Consideration under  

Solicitation  
Research Area of Interest: 

This proposal is made in agreement with all the terms and conditions of this Solicitation. 

 

Establishing a U.S. Center of Excellence for the Production 
of Key Starting Materials & Active Pharmaceutical 

Ingredients for Essential Medicines 
 
 

Prime Offeror:  
Eastman Kodak Company (Kodak) 
Tel:  
e-mail:  
Date of Submission: June 3, 2020 
Updated: June 5, 2020 
Proposed Period of Performance:  
06/2020 to 12/31/2026 
 

DUNS Number: 002206183 
 

CAGE Code: 19139  

 

TIM: 16-0417150 
 

NAICS: 339900 

 
 
 
 

Authorized Representative / Administrative Contact:  
Jim Continenza, Executive Chairman 
Tel:
 
 
 
______________________________________ 
 
Technical Contact: Terry Taber, Chief Technology 
Officer and Senior VP, Advanced Materials & 
Chemicals 
Tel:  
 

Proposed Cost: $
 

 

FOR DISCUSSION PURPOSES ONLY.  The estimated costs contained in this proposal are 

preliminary. This description has been prepared by the management of Kodak and are based on 

Kodak’s current good faith views and assumptions believed to be reasonable as of this date. The 

estimated costs are subject to significant uncertainties and contingencies, many of which are 

beyond Kodak’s control, including local, regional and global economic conditions and 

fluctuations in the cost of building materials, labor and commodities. Actual costs may differ 

materially from these estimates. Kodak makes no express or implied representation or warranty 

as to the achievability of any cost estimates. Kodak expressly disclaims any and all liability that 
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1. COST SUMMARY 

Cost Proposal: Below is a brief cost summary. This proposal estimate is based upon a Cost-plus-fixed-fee (CPFF) model. 

Cost/CLIN: Total cost for each CLIN. These options have been presented in this summary where appropriate.  

Table 1. Summary Table of all Kodak Costs 

 

    

SUMMARY by CLIN (in millions)    

    

  TOTAL  

   

CLIN 1: Procurement and Storage of KSMs for Essential Medicines in Shortage   
CLIN 2: Establish U.S.-Based Production of KSMs for Essential Medicines in Shortage  
CLIN 3: Establish Strategic API Ingredient Reserve (SAPIR) Facility   
CLIN 4: Establish U.S.-Based Advanced Manufacturing Capability for KSMs and APIs  
CLIN 5: Establish a R&D Center of Excellence for Process and Analytical Test 
Development to Support Continuous Manufacturing and Testing of KSMs and 
APIs   
CLIN 6: Establish a Diagnostic Reagent Manufacturing Facility   
Total Direct Costs   
   

G&A   

   

Total Proposed Cost Excluding Fee   

Proposed Fee/Profit  

TBD 
(contracts)   

    

    

(b) (4)





2025

WBS Task Budget 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1

1 Procurement and Storage of KSMs for Essential Medicines in Shortage

1.1 Procurement of KSMs

1.2 Storage of KSMs

2 Establish U.S.-Based Production of KSMs for Essential Medicines in Shortag

2.1 Development of KSM manufacturing processes

2.2 Manufacture of KSMs (304)

3 Establish Strategic API Ingredient Reserve (SAPIR) Facility

3.1 Construction of new storage facilities

3.2 Procurement of new equipment

3.3 Establish compliant materials handeling systems

4 Establish U.S-Based Advanced Manufacturing Capability for KSMs and APIs

4.1 Retrofit of Building 303 for cGMP Manufacturing

4.2 Construction of new cGMP Hybrid - CM Manufacturing 

4.3 Validation of new facility

4.4 Manufacture of API (Startup cost)

4.5 Construction of Starting Material Facility #1 (hydrogenation)

4.6 Construction of Starting Material Facility #2 (nitration)

47 Manufacture of KSMs from new facilities

5

Establish a Center of Excellence for Continuous Manufacturing and Testing

of KSMs and APIs

5.1 Renovation of existing manufacturing facilities

5.2 Purchase of essential equipment

5.3 Commissioning of CoE

5.5 Process Development- outsourced (15 Compounds)

5.4 Transfer of continuous KSM manufacturing processes

5.6 Process Development CoE

6 Establish a Diagnostic Reagent Manufacturing Facility

6.1 Renovation of existing manufacturing facilities

6.2 Procurement of new equipment

6.3 Establish compliant manufacturing and testing systems

6.4 Manufacture of diagnostic reagents

6.5 Storage of diagnostic reagents

Total

2020 2021 2022 2023 2024
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PROPERTY OVERVIEW

SITE CONTROL Eastman Business Park division of Eastman Kodak 

Company (primary owner and developer)

COMMON AREA MAINTENANCE Eastman Business Park

UTILITIES Provided by Recycled Energy Development (R.E.D)

TELECOMMUNICATIONS Several providers available onsite

NUMBER OF DEVELOPABLE ACRES 1,200 acres total (700 owned by Kodak, 500 by others)

300 acres ready for development in the whole site

NUMBER OF STATE OR 

FEDERAL WETLANDS

None

SHAPE AND CONFIGURATION 

OF PROPERTY

Flat, previously developed, various utilities present 

throughout 

IDEAL INDUSTRIAL APPLICATIONS Food processing, biomanufacturing, greenhouse 

agriculture, chemical processing, roll to roll coating, 

manufacturing, energy storage and photonics

Light manufacturing and industrial, distribution, office and 

laboratory space

RESEARCH AND DEVELOPMENT Multiple laboratory and office facilities, ideal for R&D 

applications

ZONING AND PERMISSABLE USES 16 million square feet of building space zoned for 

manufacturing, distribution, office and laboratories 

(10 million owned by Kodak)

Zoning permits required for new build

EXISTING PERMITS Permits for management of waste, storage of materials

AVAILABILITY Parcels available for lease, some for sale. Buildings 

available for lease or sale. Theater, dining and conference 

facilities available for rent. 

See www.eastmanbusinesspark.com/park-availability for 

listings



TRANSPORTATION ACCESS

INTERSTATE West end of the Park borders Route 390 with highway 

access to interstate system

East end of the Park borders Route 104 which intersects 

with interstate 590 - 5 minutes drive

RAILWAY 13 miles of track within the Park, some buildings have 

direct rail service

AIRPORT Rochester International Airport (ROC). 10 minutes drive 

from West end, 17 minutes from East end

CANAL
10 minutes to the Erie Canal for delivery of equipment too 

large for highways or rail service

PORT OF ROCHESTER 14 minutes to Port of Rochester (Lake Ontario)

PUBLIC TRANSPORTATION Rochester Transit System (RTS) service to Lake Avenue 

(Route 1) and West Ridge Road (Routes 14 and 106)



UTILITIES

ELECTRIC SERVICE 117 megawatts firm capacity with backup 

inter-connections with the public utility

STEAM 1,500,000 pounds per hours firm capacity from utility-grade 

boilers with emergency backup

WATER 54 million gallons per day nominal capacity. 

Backup from public water systems

WASTE WATER TREATMENT 

AND SEWER

36 million gallons per day capacity with Title V / RCRA 

permitted multiple hearth incinerator

CHILLED WATER 60,000 tons installed capacity – nominal supply 

temperature 40°F

HIGH-PURITY WATER 300 gal/min firm capacity of reverse osmosis deionized 

water - minimum resistivity 2 megohms

DEMINERALIZED WATER Treated process water using anion and cation exchangers 

with maximum conductivity of 4 micromhos

COMPRESSED AIR 47,000 standard cubic feet per minute installed capacity

NITROGEN 148,000 standard cubic feet per hour installed on-site 

plant capacity 

NON-HAZARDOUS WASTE 

DISPOSAL

General trash, metal, plastic and corrugated service by 

Waste Management

HAZARDOUS WASTE DISPOSAL Hazardous waste management supplied by Clean Harbors

NATURAL GAS Available through R.E.D. and local suppliers



AMENITIES

THEATER 1,968 seat theater, 180 seat studio theater

CONFERENCE CENTER
Multiple conference rooms with capacity from 8 to 200, 

projectors and conference phones available

VISITOR CENTER

Exhibits celebrating Kodak’s past and present. Café and 

retail space.  See the first digital camera invented by 

Kodak, one of Kodak’s Oscar statuettes and much more.

GALLERY 1,444 sq. ft. gallery space with two conference rooms.

FITNESS CENTER 9,000 sq. ft., cardio, strength training, lockers and showers 

DINING ROOM WITH KITCHEN Seats 350 people. 7,190 sq. ft.

CAFETERIAS Three full service cafeterias



ONSITE TECHNICAL SERVICES

ANALYTICAL SCIENCES Chemical and Materials Characterization, Manufacturing 

Problem Solving, Research and Development Innovation, 

Reverse Engineering / Product Deformulation, Routine 

Analytical Testing

SPECIALTY CHEMICALS Full service specialty and custom chemical manufacturer 

offering the flexibility of batch operations and expertise in 

process development, design for manufacturing and 

statistical process control

SOLVENT RECOVERY We recycle solvents. ISO 14001 certified. World-class 

Health, Safety and Environmental support staff. Highly 

trained engineers, operators, and mechanics.

ROLL-TO-ROLL COATING AND 

TESTING SERVICES

Take your materials from laboratory bench to roll-to-roll 

manufacturing at any scale. Range of coating and testing 

capabilities to create your products and evaluate how they 

will perform



SITE SERVICES

CONSTRUCTION AND PROJECT 

MANAGEMENT

Improve construction approaches, hit project schedules, 

enhance communication, achieve higher quality of work and, 

perhaps most importantly, reduce costs

ENVIRONMENTAL, HEALTH 

AND SAFETY

Deep knowledge of regulations, strong relationships with 

regulatory agencies 

COMMUNICATION SERVICES KODAK Communication Services has a full-service team of 

designers, multimedia developers, writers and localization 

specialists who create innovative marketing materials and 

technical publications to meet unique challenges, 

opportunities, and budgets.

SECURITY AND SITE ACCESS 24X7 operation

FIRE AND EMERGENCY SERVICES 24X7 operation (with backup support from municipalities







Establishing a U.S. Center of Excellence for the Production of Key Starting 
Materials & Active Pharmaceutical Ingredients for Essential Medicines  
 
 

Page 2 of 48 
Eastman Kodak Company – CONFIDENTIAL – COMPETITION SENSITIVE 

Use or disclosure of the proposal data are subject to the restrictions in Section 2 of this proposal 

 
 

2) Government Notice for Handling and Submitting Proposals 

This proposal shall be used and disclosed for evaluation purposes only, and a copy of this 

Government notice shall be applied to any reproduction or abstract thereof. Any authorized 

restrictive notices, which the submitter places on this proposal shall be strictly complied with. 

Disclosure of this proposal outside the Government for evaluation purposes shall be made only 

to the extent authorized by, and in accordance with, the procedures in HHSAR 352.215-1 

(Instructions to Offerors—competitive acquisition). 

 

(a) If authorized in agency implementing regulations, agencies may release proposals 
outside the Government for evaluation, consistent with the following: 

 

(1) Decisions to release proposals outside the Government for evaluation purposes shall be 
made by the agency head or designee; 
 

(2) Written agreement must be obtained from the evaluator that the information (data) 
contained in the proposal will be used only for evaluation purposes and will not be further 
disclosed; 
 

(3) Any authorized restrictive legends placed on the proposal by the prospective Contractor 
or subcontractor or by the Government shall be applied to any reproduction or abstracted 
information made by the evaluator; 
 

(4) Upon completing the evaluation, all copies of the proposal, as well as any abstracts 
thereof, shall be returned to the Government office which initially furnished them for 
evaluation; and 
 

(5) All determinations to release the proposal outside the Government take into consideration 
requirements for avoiding organizational conflicts of interest and the competitive 
relationship, if any, between the prospective Contractor or subcontractor and the 
prospective outside evaluator. 
 

(b) The submitter of any proposal shall be provided notice adequate to afford an opportunity to 
take appropriate action before release of any information (data) contained therein pursuant to 
a request under the Freedom of Information Act (5 U.S.C. 552); and, time permitting, the 
submitter should be consulted to obtain assistance in determining the eligibility of the 
information (data) in question as an exemption under the Act. (See also Subpart 24.2, 
Freedom of Information Act.) 
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3) Transmittal Letter 

 

To Whom It May Concern: 

  

Please accept the enclosed unsolicited proposal entitled, “Establishing a U.S. Center of 

Excellence for the Production of Key Starting Materials & Active Pharmaceutical Ingredients for 

Essential Medicines,” for your consideration. Kodak is proposing a comprehensive program 

intended to reestablish the capacity to manufacture Key Starting Materials (KSMs) and Active 

Pharmaceutical Ingredients (APIs) for certain essential drugs in the U.S. 

  

The COVID-19 pandemic highlighted the severity of the country’s dependency on non-domestic 

sources for the majority of its pharmaceuticals, which resulted in potential drug shortages. It is 

critical to realign the current supply chain to guarantee a strong stockpile of treatments during the 

current pandemic and to minimize the country’s dependence on foreign sources for future needs. 

This realignment could be accomplished by expanding the country’s domestic manufacturing 

capabilities to produce a strong and dependable supply of critical pharmaceutical materials in the 

United States.   

  

Kodak already possesses many assets and significant expertise to update and expand its 

Rochester, New York, facilities which would serve as a primary manufacturing hub for 

pharmaceutical starting materials, intermediates and APIs. This proposal outlines a strategy to 

create a robust manufacturing center capable of developing, testing, and producing a wide range 

of APIs that would allow the U.S. to be cost competitive. By expanding Kodak’s existing facilities 

and incorporating continuous manufacturing and advanced technology capabilities, the company 

could increase its capacity and provide the essential drugs needed for the American people. This 

would enable Kodak to serve as a strong and sustainable U.S. supplier now and in the future. 

  

We look forward to discussing how Kodak can assist the U.S. Government with this effort. 
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5) Executive Summary 

The United States imports the majority of its starting materials, intermediates and Active 

Pharmaceutical Ingredients (APIs), which are the main components of finished drug products. 

Only 12% of these materials are manufactured within the country for the U.S. market today.  A 

variety of factors have caused this shift over several decades including labor costs, significant 

capital investments, and regulatory requirements.   

Eastman Kodak Company has a well-established Specialty Chemicals business in Rochester, 

New York, located within a 1,200-acre industrial park, which includes 13 miles of rail, a 117 

megawatt powerplant, and its own wastewater facility. By expanding its current facilities, the 

company is well-positioned to serve as a strong manufacturing hub in the U.S.  

Kodak proposes to mitigate the risks associated with offshore pharmaceutical manufacturing by 

applying the following principles:  

• Secure the upstream supply chain – focus on specialized equipment that would enable 

the production of key starting materials in the U.S., reducing the country’s dependence on 

raw materials from foreign sources, especially for Essential Medicines of Strategic 

National Importance. 

• Reduce production costs— incorporate advanced manufacturing technologies, 

including continuous platforms and processes, in order to enable the long-term, 

sustainable production of starting materials, intermediates and APIs that improve yields, 

reduce waste, and reduce production costs. 

• Formulate a public-private partnership – collaborate with the Federal Government and 

its partners to select products aimed at improving health outcomes and managing 

disruptions that may occur due to trade, natural disaster or public health threats. 

Using these principles, Kodak proposes to establish a U.S. Center of Excellence for the 

Production of Key Starting Materials & Active Pharmaceutical Ingredients for Essential Medicines 

with four main components:  

1. Supply Chain Partner for Key Starting Materials (CLIN1, CLIN 2)– work with the 

Federal Government and its partners to determine key starting materials of strategic 

national importance for API manufacturing to ensure long-term supply chain resiliency. 

Kodak will begin by procuring and producing starting materials needed to support API 

production used in COVID-19 finished medicine products. This initiative includes 

manufacturing bulk intermediates as well as compounds for COVID-19 related 

treatments, and as supporting the development of a reserve of KSMs in preparation for 

future surges and shortages. For the long-term, Kodak will incorporate new technologies, 

which involve hazardous and specialized manufacturing capabilities (e.g. nitrations and 

hydrogenations) utilizing continuous manufacturing technology. This will enable the 

production of more starting materials and intermediates within the U.S. 
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2. API Manufacturing Facility (CLIN 3, CLIN 4) — leverage existing infrastructure, 

including updating a Specialty Chemicals building to create an advanced hybrid 

manufacturing facility that combines existing batch manufacturing equipment with new 

continuous manufacturing processes. This upgraded facility will have the capacity to 

manufacture up to metric tons of API per week. Kodak proposes to construct a 

Strategic Active Pharmaceutical Ingredient Reserve (SAPIR) Facility that will benefit the 

nation by providing an insurance policy against potential interruptions in the U.S. API 

supply chain used for Essential Medicines.  

 

3. API R&D Center of Excellence (CLIN 5) – leveraging existing expertise, upgrade 

Kodak’s Research & Development (R&D) facility and focus on innovation and 

improvement of continuous manufacturing solutions to support essential medicine 

manufacturing for the United States.  

 

4. Reagent manufacturing facility (CLIN 6)- upgrade existing laboratories for diagnostic 

testing, to include GLP manufacture of bulk reagents required for diagnostic production 

as well as, long term, an assay research and development capabilities. 

 

6) Introduction 

The U.S. is critically dependent on foreign countries for starting materials, intermediates and 

Active Pharmaceutical Ingredients (APIs), which are the key components of final drug products. 

According to the Food and Drug Administration (FDA), in 2018, 88% of manufacturers producing 

APIs for the U.S. market were located outside of the country1.  

Kodak has the manufacturing equipment and infrastructure to make non-cGMP starting materials 

and intermediates at its 1,200-acre industrial site, which includes high temperature reactors and 

a trained labor force. With assistance from the U.S. Government, Kodak can expand its existing 

facilities and laboratory space in order to serve as a key U.S. supplier of starting materials, 

intermediates and APIs. Kodak’s existing manufacturing and lab space can be updated, shovel-

ready land is available for expansions, and existing on-site utilities (e.g. rail, powerplant, 

wastewater facility, etc.) make the Kodak location a strong and economical choice when 

identifying current manufacturers well-positioned to expand in the U.S.  

There are many factors that led to the erosion of pharmaceutical API manufacturing in the U.S. 

over the last several decades. A recent FDA study analyzing drug shortages cited several 

economic challenges ranging from the lack of incentives to logistic and regulatory challenges. As 

 
1 FDA Drug Shortages Task Force. (2019). Drug Shortages: Root Causes and Potential Solutions. Retrieved from 

https://www.fda.gov/media/131130/download. 

 

(b) (4)



Establishing a U.S. Center of Excellence for the Production of Key Starting 
Materials & Active Pharmaceutical Ingredients for Essential Medicines  
 
 

Page 7 of 48 
Eastman Kodak Company – CONFIDENTIAL – COMPETITION SENSITIVE 

Use or disclosure of the proposal data are subject to the restrictions in Section 2 of this proposal 

 
 

a result, 79% of the manufacturers producing APIs for 370 of the treatments on the World Health 

Organization’s Essential Medicines list are located outside the U.S.2  

The common approach for API manufacturing is typically referred to as small molecule synthesis. 

These chemistries are typically conducted in batch manufacturing processes that are extremely 

labor intensive. The impact of the difference in labor costs coupled with the costs to responsibly 

manufacture hazardous chemistry, especially as it relates to treatment of effluents, drives up the 

current domestic manufacturing costs.  

In order to effectively shift API manufacturing back to the U.S., companies will need support from 

the U.S. Government to overcome many of these barriers that make it difficult for manufacturers 

to produce starting materials, intermediates and APIs in the U.S. compared to low-cost 

manufacturing countries such as China or India.  

The immediate and sustainable response plan has been defined in the below workstreams to 

provide for a comprehensive solution: 

 

1. Procurement and Storage of KSMs for Essential Medicines in Shortage 

2. Establish U.S.-Based Production of KSMs for Essential Medicines in Shortage 

3. Establish Strategic API Ingredient Reserve (SAPIR) Facility 

4. Establish U.S-Based Advanced Manufacturing Capability for KSMs and APIs 

5. Establish a Center of Excellence for Continuous Manufacturing and Testing of KSMs and 
APIs 

6. Establish a Diagnostic Reagent Manufacturing Facility 

7. The Option to Establish a Formulation and Aseptic/Sterile Fill and Finish Facility for the 
Manufacture and Packaging of Final Drug Product 

 

The immediate and sustainable response plan has been defined in the below workstreams to 

provide for a comprehensive solution (Table 2).  The activities and timelines for each of the 

workstreams is shown in Figure 1. 

 
2 Safeguarding Pharmaceutical Supply Chains in a Global Economy: Hearing Before the House Energy and Commerce Subcommittee on Health, 116 

Congress (2019) (Statement of Janet Woodcock).  
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Figure 1: Program Overview 

WBS Task 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4

1 Procurement and Storage of KSMs for Essential Medicines in Shortage

1 2 Procurement of KSMs

1 3 Storage of KSMs

2 Establish U.S.-Based Production of KSMs for Essential Medicines in Shortage

2 2 Development of KSM manufacturing processes

2 3 Manufacture of KSMs

3 Establish Strategic API Ingredient Reserve (SAPIR) Facility

3 2 Construction of new storage facilities

3 3 Procurement of new equipment

3.4 Establish compliant materials handeling systems

4 Establish U.S-Based Advanced Manufacturing Capability for KSMs and APIs

4 2 Rnovation/construction Building 

4 3 Validation of new facility

4.4 Manufacture of API (Startup cost)

4 5 Construction of Starting Material Facility #1 (hydrogenation)

4.6 Construction of Starting Material Facility #2 (nitration)

5
Establish a Center of Excellence for Continuous Manufacturing and Testing of KSMs and 

APIs

5 2 Renovation of existing manufacturing facilities

5 3 Purchase of essential equipment

5.4 Commissioning of CoE

5 5 Process Development- outsourced (15 Compounds)

5.6 Transfer of continuous KSM manufacturing processes

5.7 Process Development CoE

6 Establish a Diagnostic Reagent Manufacturing Facility

6 2 Renovation of existing manufacturing facilities

6 3 Procurement of new equipment

6.4 Establish compliant manufacturing and testing systems

6 5 Manufacture of diagnostic reagents

6.6 Storage of diagnostic reagents

2020 2021 2022 2023 2024

(b) (4)

(b) (4)
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8) Technical Approach Summary 

Why Kodak? 

 

Eastman Kodak Company (Kodak) offers pharmaceutical manufacturers a unique combination 

of skills and resources needed to quickly commence production and distribution of products that 

meet the highest standards: a well-established culture of innovation, extensive ready-now 

infrastructure and deep experience in intricate manufacturing and supply chain management.  

Kodak, founded in 1888 and operating publicly for over 117 years, is an iconic American 

company with a globally recognized brand, and is viewed as one of the most innovative 

companies in the areas of material sciences and chemistry. As an American company that has 

participated in bringing about technological innovations that have changed the way Americans 

live, Kodak wants to do its part to strengthen the U.S. supply chain for the pharmaceutical 

industry to ensure the American population can remain protected and healthy. 

Kodak’s Eastman Business Park is located on a 1,200-acre campus with 16 million square feet 

of manufacturing, lab, warehouse and office space. To support pharmaceutical manufacturing 

and distribution, the Park offers built-in, cost-efficient utilities (including an on-site 117 MW 

power plant and access to a 2,400 gallon-per-minute de-mineralized water supply); convenient 

access to transportation (including 13 miles of rail track within the Park and close proximity to 

the interstate highway system and an international airport). This infrastructure allows Kodak to 

have speed to market as well as competitive labor and capital costs.  This is recognized by the 

fact that EBP houses world renowned healthcare and biotech companies, including:  Dupont, 

Carestream, Ortho Clinical Diagnostics, Greenlight Biosciences, and Aedicell.  Lastly, Kodak is 

one of the few companies that has a fully integrated infrastructure to take a new product from 

lab scale to production pilot to full manufacturing all within the same organization. 

Kodak currently employs hundreds of people in within Specialty Chemicals business ranging 

from chemists and engineers to technicians and chemical operators. The vast majority of these 

employees have over 20 years of experience. In addition, the Greater Rochester region is well-

known for its superior academic institutions and workforce development programs. Today, more 

than 2,100 people in the area currently work within the pharmaceutical industry.  

Kodak’s century of science has resulted in more than 20,000 U.S. patents ranging from roll films 

to the invention of the digital camera, inkjet pigmented inks, and process-free digital plates. In 

addition to its well-known film business, the Company has over the decades adapted its 

fundamental expertise in material science and chemistry to participate in a variety of industries, 

including organic chemicals manufacturing, clinical diagnostics, space imaging and printing and 

publishing. In the area of digital printing, Kodak has extensive experience with digital printing on 

a wide range of packaging applications for pharmaceuticals. 
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Kodak also has world renowned expertise in both manufacturing, logistics and supply chain 

management. Worldwide distribution of Kodak products is managed out of 35 warehouses in 18 

countries. Domestic U.S. distribution centers are in Columbus Georgia, Dayton Ohio, City of 

Industry California, and Rochester, New York.  Kodak’s manufacturing, logistics and supply 

chain have been entirely unaffected by the current pandemic. Kodak was deemed an essential 

business from the start of the pandemic, so it continued to manufacture to meet customer 

demands.  Through a combination of existing safety stock inventory and excellent procurement 

management, the company continuously purchased the raw materials required for its 

operations. 

Kodak continues its commitment to research and development, with recent innovations 

including silver-based antimicrobial coatings, engineered micro-particle technology, and high-

resolution functional printing used to print elements of touch screens, antennas, sensors and 

more including security measures for pharmaceutical packaging (e.g.  RFID, Embedded Data, 

etc.).   

Kodak has a long history of supporting the U.S. Government. Kodak has been a supplier of a 

variety of films to the government during wartime, Cold War, and peacetime for use in military 

and U.S. security as well as films for NASA. Whether it was providing aerial lenses, cameras or 

optics for tank periscopes during the second World War or providing sensors or cameras for 

several of NASA’s space missions, Kodak has been serving as a strong partner of the U.S. 

Government for over a century.  

With the entrepreneurial passion and agility of a startup and the institutional knowledge and 

infrastructure of a giant, Kodak is prepared to be an invaluable partner for America’s 

pharmaceutical industry.  

 

8.1 CLIN 1: Procurement and Storage of KSMs for Essential Medicines in Shortage 

Procurement of KSMs (WBS 1.2) 

Storage of KSMs (WBS 1.3) 

 

Kodak proposes to immediately begin efforts to secure a supply of essential KSMs and their 

precursors, while working to bring the manufacturing of these, and other, essential KSMs back 

to U.S. soil. Kodak will do everything possible to support this effort. An inventory for a large 

strategic stockpile will be established in the follow steps. 

Specialty Chemicals Warehouse is a full-service storage, logistics and distribution center.   

There are two warehouses located in Eastman Business Park in Rochester, NY.   Product from 

these warehouses can be shipped to Kodak Regional Distribution Centers or directly to 

customers World-Wide.   The warehouses consist of sections capable of storing chemicals at 
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controlled room, refrigerated or frozen temperatures.  Storage abilities include high hazard, low 

hazard and work in progress. 

Specialty Chemicals Warehouse utilizes square feet in This facility is certified 

as a NYS chemical storage facility.  Additionally  is a  square foot facility that is 

NYS certified for high hazard chemical storage.   An advanced SAP MRP system is used for 

inventory management.  Kodak is fully compliant with all SOX regulations.   All materials are lot 

traced and tracked through PV Suite III software.  The warehouses are managed under an ISO 

9001- 2015 quality system, an ISO 14001 HSE system and a Lean Production Management 

system.  There is 24-hour monitoring security.  The warehouses are CFAT (Chemical Facility 

Anti- Terrorism) Compliant.  Both warehouses are designated as Foreign Trade Zones and 

compliant with U.S. Customs, A.T.F. & Homeland security agencies requirements.  There is 

segregation and isolation capability within the facilities.    Kodak is certified to ship HazMat 

materials both domestically and for export.  Kodak will establish a controlled stockpile of KSMs 

as quickly as possible by procuring these compounds from existing manufacturers. These 

vendors will be qualified and audited if necessary.  

The following are examples of the potential KSMs that Kodak will procure (and store) in addition 

to their precursors. The majority of these are not currently manufactured or stored in the U.S. 

Precursors purchased under CLIN 1 will be used in KSM manufacturing in CLIN 2. 

1. 2-Chlorophenyl cyclopentyl ketone CAS 6740-85-8 (Ketamine KSM) 

2. 3-(4-Hydroxyphenyl)propanoic acid methyl ester (Esmolol KSM) 

3. 1-(2-Phenethyl)-4-piperidinone (Fentanyl KSM) 

4. 5-[[(1,1-Dimethylethyl)amino]acetyl]-2-hydroxybenzaldehyde (Salbutamol KSM) 

5. 3,4-Dihydroxy-α-isopropylaminoacetophenone (Isoproterenol KSM) 

6. 2-Amino-3',4'-dihydroxyacetophenone (Norepinephrine KSM) 

7. 2,4-Dichlor-5-(chlorosulfonyl)benzoic acid (Furosemide KSM) 

8. (2-Furanylmethyl)amine (Furosemide KSM) 

KSMs selected and procured for the initial stockpile will be stored in the renovated warehouse 

under controlled room temperature, humidity, light exposure, and access. It will be equipped 

with advanced inventory management technology and managed under an FDA Part 11 

compliant validated Warehouse Management System. 

Kodak proposes to immediately begin efforts to secure a supply of essential KSMs, while 

working to bring the manufacturing of these, and other, essential KSMs back to U.S. soil. Kodak 

will do everything possible to support this effort. An inventory for a large strategic stockpile will 

be established in the follow steps: 

This initial effort will be coordinated with the Public-Private partnership, in order to qualify and 

quantify the essential KSMs needed for initial and short-term acquisition and storage.  The 

company has two existing warehouses in the business park, both or either of which can be 

equipped for the initial warehousing of KSMs.  The warehouses include infrastructure 

requirements for temperature controls, tracking, segregation, and all ISO Lean (Six Sigma) 

(b) (4)

(b) (4) (b) (4)

(b) (4)
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Quality requirements.  The initial stockpile will be procured from existing suppliers; will be 

subject to incoming RM testing and will be appropriately tracked, traced, and segregated in the 

secure warehouse space.  Suppliers will be audited as necessary, if not previously qualified by 

the company. 

 

8.2 CLIN 2: Establish U.S.-Based Production of KSMs for Essential Medicines in 

Shortage 

Development of KSM manufacturing processes (WBS 2.1) 

Manufacture of KSMs (Building ) (WBS 2.2) 

 

Establishing US-based production of KSMs for Essential Medicines will involve upgrade and 

expansion of existing capabilities; Kodak currently produces such materials for pharmaceutical 

companies, Contract Manufacturing Organizations (CMOs) and small biopharma companies.  

The effort called for in this CLIN will be accomplished in building , where this production is 

currently taking place.  The precise product mix which will be coordinated and agreed to 

between the Government and its partners in this initiative, to eliminate redundancy.   

The facility has sufficient capacity to produce metric ton quantities of these starting materials.  In 

addition, a thorough review of policies, procedures, and processes will be made prior to initiating 

such manufacturing under this initiative.  The company will ensure that its quality systems 

provide robust documentation and traceability procedures, as required by Good Documentation 

Practices, ISO standards, and critical RM vendors supplying starting materials for commercial 

pharmaceutical production. 

Kodak Specialty Chemicals specializes in the synthesis and scale-up of complex heterocycles 

and specialty polymers. With over a century of experience in scaling up innovation, Kodak has 

built an extensive proprietary database of molecules and processes. 

Kodak is a leader in contract manufacturing and custom chemical synthesis, and currently 

supplies raw materials to contract manufacturing organizations (CMOs) in the pharmaceutical 

space. Kodak is considered the preferred supplier for a major pharmaceutical CMO and 

provides starting materials for its generics and for its Phase I, Phase II and Phase III trials. 

Kodak also supplies starting materials to innovator pharmaceutical companies for early phase 

trials.  

The existing facility (Building  is already equipped with  reaction vessels,  centrifuges 

and dryers for a total of   of capacity. 

Initial KSMs of interest will include those that help support complete U.S. domestic 

manufacturing initiatives, such as the public-private partnership with Kodak. 

 

(b) (4)

(b) (4)

(b) (4) (b) (4) (b) (4

(b) (4)(b) (4
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A representative list of potential starting materials is included. Kodak will also work with partners 

such as to ensure the materials that are procured are not redundant. Kodak’s analysis of 

the proposed synthetic pathways is described for the list of identified KSMs.   

(b) (4)

(b) (4)
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(b) (4)
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Kodak Specialty Chemicals which specializes in the synthesis and scale-up of complex 

heterocycles and currently a supplier of starting materials to Pharmaceutical contract 

manufacturing organizations and innovator pharma companies, will provide a safe and secure 

supply of critical KSMs for use and stockpile.   

 

8.3 CLIN 3: Establish Strategic Regulated KSM and API Ingredient Reserve (SAPIR) 

Facility 

Construction of new storage facilities (WBS 3.2) 

Procurement of new equipment WBS 3.3) 

Establish compliant materials handling systems (WBS 3.4) 

 

Kodak is proposing a to construct a Strategic Active Pharmaceutical Ingredient Reserve 

(SAPIR) Facility that will benefit the nation by providing an insurance policy against potential 

interruptions in the U.S. Regulated KSM and API supply chain used for Essential Medicines. A 

release of Regulated KSMs and APIs from the SAPIR will be able to mitigate the potential 

damages from disruption in international or domestic pharmaceutical ingredient supply and the 

accompanying risk to the healthcare system and rapid price increases.  This facility, when 

completed, will have the capacity to house inventory of Regulated KSMs and APIs produced on 

the Kodak campus, Regulated KSMs and APIs acquired from third parties, and additional 

Regulated KSMs and APIs of strategic interest, which may be required to be stored for the U.S. 

Government. This SAPIR will coordinate strategies with other SAPIR (including ) facilities 

to prevent unnecessary redundancy and yet provide resilience to the supply chain. 

Key elements of this CLIN are as follows: 

The SAPIR will be located at Kodak’s site in Rochester, NY. Kodak has several parcels 

available at the Eastman Business Park as illustrated below. Prior to that point, Regulated 

KSMs and APIs would be stored in a temporary warehouse also at the Eastman Business Park 

site.   

The SAPIR will include advanced security measures to ensure adequate protection of the 

Regulated KSMs and APIs in reserve. Kodak will work directly with the USG to finalize the plans 

for the security of this facility. Regulated KSM and API for the SAPIR will be stockpiled from 

batches being produced 1) as a part of the COVID-19 efforts, 2) when manufacturing additional 

Regulated KSMs and APIs to support commercial needs, and 3) will be procured by Kodak 

when Regulated KSMs and APIs of interest are available to be acquired from foreign sources. 

The USG, at its option, may also choose to procure and have Kodak store Regulated KSMs and 

APIs of strategic interest for national health security. 

The inventory will all be managed by Kodak; however, inventory owned by the USG will require 

direction regarding length of storage and stability requirements. Regulated KSM and API will be 

(b) (4)
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transported to the SAPIR either directly on-site from batches manufactured in Rochester, NY, or 

through standard supply and distribution networks. Kodak will maintain its own Quality Systems 

for the SAPIR and will oversee the shelf life of the Regulated KSM and API through an ICH 

stability and stock rotation program for the APIs to ensure the stock is kept within FDA shelf-life 

limits. The inventory and quality management program for the SAPIR will include, at a minimum, 

the following elements: 

• Conducting routine quality assurance on all products 

• Performing annual inventory of all products 

• Inspecting environmental conditions, security, and package maintenance 

• Ensuring the ability to transport items during a public health emergency 

• Tracking the expiration date and manufacturer lot numbers of eligible products 

• Inventory Management and Tracking System 

• Coordinating the shipment of products to FDA for stability testing 

• Receiving and tracking FDA testing results for each lot of product 

• Disposing of and replacing product lots that have failed FDA testing 

• An IT infrastructure, that includes FDA-level validation of the appropriate software 

system to manage the large and rapidly moving inventory 

 

The SAPIR will also be managed under an FDA Part 11 compliant validated Warehouse 

Management System, under Current Good Manufacturing Practices (CGMP) with a quality-

focused team and will be ISO 9001:2015 certified. 

The proposed SAPIR solution currently includes the following: 

1) SF warehouse facility includes 6K SF office and 6 to 8 loading docks 

2) Rectangular pre-engineered metal building with 30 foot clear to underside of structure 

3) Existing as-builts of site utilities and existing foundations available, and assumed 

existing foundations are cut to 2 to 4 foot below grades, $400K allowance included to 

deal with obstructions or demolitions 

4) Acceleration of 12-18 months construction time may lead to premium 

5) Utility proximity for connection to site 

6) Excludes any hazardous material removal.  All soils from existing excavation/backfill to 

remain on site and subject to environmental easement 

The proposed site at Eastman Business Park offers the following infrastructure: 

• Full complement of on-site Utilities available (electric, steam, chilled & high purity water, 

compressed air, nitrogen, industrial sewer service and on-site wastewater treatment 

plant 

(b) (4)
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8.4 CLIN 4: Establish U.S-Based Advanced Manufacturing Capability for Regulated 

KSMs and APIs 

Renovation and construction of manufacturing facilities (Building  (WBS 4.2) 

Validation of New cGMP Hybrid Manufacturing Facility (WBS 4.3) 

Manufacture of API (WBS 4.4) 

Construction of Starting Material Facility #1- Nitration (WBS 4.5) 

Construction of Starting Material Facility #2- Hydrogenation (WBS 4.6) 

 

Kodak will manufacture the required Regulated KSMs and synthesize the APIs as required by 

the USG; a surplus of both will be produced. Both Regulated KSMs and APIs will be stored in a 

secure, environmentally-controlled warehouse. All equipment and utilities will be 

qualified/validated, as appropriate.  Regulated KSMs will be produced under a Quality System 

utilizing Kodak’s existing ISO controls and Good Documentation Practices (GDP) to provide 

100% traceability and to streamline integration throughout the processes. Regulated KSMs and 

APIs will be produced in a new facility and made under ICH Q7 GMPs for Active Pharmaceutical 

Ingredients, both for batch manufacture and continuous manufacturing. Any electronic data 

capture regulated by 21 CFR Part 11 will be Part 11-compliant. New equipment will be 

purchased, qualified/validated as appropriate. For high-risk processes such as nitration and 

hydrogenation two separate buildings will be constructed. As these are exothermic reactions, 

the heat can be captured and used for heating the building or the water supply. 

Approximately $48M will be saved by converting approximately  m3 of existing reactor 

capacity to cGMP compliant manufacturing.  Along with new construction, total cGMP reactor 

manufacturing capacity will be approximately  m3 with capability of manufacturing between 

 Metric Tons of API per year. 

Locating new Hybrid facility and specialized starting material capability near existing capacity 

will allow for less costly tie to site infrastructure (water supply, sewer, waste handling). 

  

(b) (4)

(b) (4)

(b) (4)

(b) (4)
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Figure 3. Building and the new Hybrid facility 

 

Building  Upgrade to cGMP Standards 

Project Scope 

(b) (4)

(b) (4)

(b) (4)

(b) (4)

(b) (4)
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Building 

(b) (4)

(b) (4)
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Hybrid cGMP Manufacturing Facility 

A Hybrid manufacturing facility will be built on the same site to expand the manufacture of 

Regulated KSMs and APIs using advanced technologies to lower costs and expand the supply 

chain.  The new Hybrid Manufacturing Facility will connect to and extend west of Building     

 

Project Scope 

The conceptual design for the HMF is based on existing, proven API manufacturing technology 

which when coupled with the upgrades of the existing Building  equipment will allow for 

production of multiple APIs simultaneously.   

 

This new two-story building will accommodate reactor and  filter-dryers. Together with 

Building , the combined facility will have approximately  m3 of reactor capacity capable 

of manufacturing MT of various APIs per year.   The facility will include all utilities to operate 

the infrastructure but will leverage the existing cold room storage, in-process testing laboratory, 

environmental monitoring laboratory, offices and administration area.   

 

Existing and proven design specifications for reactor systems will be used to expedite the 

procurement of long lead items. 

 

Building 

The design criteria employed on the project is defined below and will be in accordance with the 
requirements of the applicable codes and standards. The proposed building will be a two-story 

(b) (4)

(b) (4)

(b) (4) (b) (4

(b) (4)

(b) (4)

(b) (4)

(b) (4)
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approximately  sq ft facility and will be constructed as a rated structure for hazardous 
manufacturing.  The exterior envelope will be an insulated vent panel system appropriate for the 
climate. 

There will be insulated dock and equipment doors at the perimeter and painted hollow metal 
door assemblies other than in the administration area.  The roof construction will be a gray 
EPDM over foam insulation on metal decking. 

The overall building layout will support production of multiple APIs. The building will be 
connected to Building  to leverage existing assets and improve material flow.  Controlled 
gowning entries will be provided to maintain general cGMP (Good Manufacturing Practice) 
areas.  Gowning areas will be provided per ISO clean room standards 

From the first floor, raw materials can be staged for production, charging of materials from the 
tank farm and other manipulations and transfers can occur. 

Figure 5. New Hybrid cGMP Manufacturing Facility (2 floors/  sq ft) 

 

There will be large charge booths where materials can be charged in a safe manner and to 

prevent any contamination.  There will be areas for operators to document the process as well 

(b) (4)

(b) (4)

(b) (4)

(b) (4)
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as control the equipment at both levels.  No additional office space will be present in this 

building as existing infrastructure will be utilized for this. Some engineering modifications will 

occur to the plans to enable the latest concepts for continuous manufacturing platforms. 

 

Major Equipment 

Major equipment will be a combination of glass-lined steel and Hastelloy reactors for the 

majority of the processing.  Various support equipment such as pumps, filters, charging devices 

will be utilized to move material throughout the facility.  In addition to this, filter dryers will be 

used to isolate and dry material. 

Starting Material #1 Facility (High Pressure Hydrogenation, Halogenation Facility) 

A manufacturing facility will be built to the west of the new Hybrid Manufacturing facility 

connecting to Building  (existing high pressure manufacturing lab).  The new facility will build 

on existing capabilities and will be used for specialized and more hazardous reaction 

chemistries including hydrogenation, halogenation, and ethylene oxide chemistries   

Project Scope 

This new facility will meet cGMP requirements and will include the following: 

• and gallon reactors systems 

• Filtration equipment 

• Drying Equipment 

• Preweigh Equipment 

• Hydrogen storage and compressors 

• Scrubber system 

• High purity Water system 

• Parts cleaning equipment 

 

Building 

The design criteria employed on the project is defined below and will be in accordance with the 

requirements of the applicable codes and standards. The proposed building will be 

approximately sq ft and will be specially designed with blast resistant walls for hazardous 

manufacturing.   

 

The building will include the following: 

• Production bays 

(b) (4)

(b) (4) (b) (4)

(b) (4)
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• Loading Dock 

• Personnel areas 

• Gowning areas 

• Parts cleaning area 

The new facility will support manufacturing from the combined upgraded Building  and the 

new Hybrid manufacturing facility. 

 

(b) (4)
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Figure 6. Starting Material Facility #1, High Pressure Hydrogenation, Halogenation, Other 

Hazardous Chemistry 

 

(b) (4)
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Starting Material Facility #2 (Nitration Facility) 

An additional manufacturing facility will be built to the south and west of the new Hybrid 

Manufacturing facility.  The new facility will be used for additional hazardous reaction 

chemistries including Nitrations.   

 

Project Scope 

Similar to Starting Material Facility #1, this new facility will include the following: 

 

•  gallon reactors systems 

• Filtration equipment 

• Drying Equipment 

• Preweigh Equipment 

• Acid storage + spent acid tanks 

• Scrubber system 

• High purity Water system 

• Parts cleaning equipment 

 

Building 

The design criteria employed on the project is defined below and will be in accordance with the 

requirements of the applicable codes and standards. The proposed building will be 

approximately sq ft and will be constructed as a rated structure for hazardous 

manufacturing.  The exterior envelope will be an insulated vent panel system appropriate for the 

climate. 

 

The building will include the following: 

• Production bays 

• Loading Dock 

• Personnel areas 

• Gowning areas 

• Parts cleaning area 

The new facility will support manufacturing from the combined upgraded Building and the 

new Hybrid manufacturing facility. 

 

(b) (4) (b) (4)

(b) (4)

(b) (4)
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Figure 7. Starting Material Facility #2, Nitration, Other Hazardous Chemistry 

(b) (4)
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Common to each of these installations: 

HVAC (Heating Ventilation and Air Conditioning) 

HVAC user requirements for the HVAC and support utility systems have been established to 
convey the overall intended approach to HVAC design and performance requirements and 
serve as the agreed basis for further defining the design and developing P&IDs, General 
Arrangement drawings and Equipment Lists.  During a future design phase, individual 
specification documents for the equipment and systems will be developed for validation 
purposes.   

The validated cleanroom HVAC system will focus on controlling five (5) key variables: 
Classification, Pressurization, Air Handling Unit (AHU) Zoning, Temperature Control and 
Humidity Control.  The design team will specify and design the facility air handling unit to meet 
cGMP (current Good Manufacturing Practices) requirements as outlined by the International 
Society of Pharmaceutical Engineering (ISPE) and the Food and Drug Administration (FDA) 
guidelines which is generally accepted to be defined by Title 21, Parts 210 and 211 of the Code 
of Federal Regulations.  To consider this facility a cGMP facility, minimum critical environmental 
parameters must be achieved by the HVAC systems.   

 

Mechanical Utilities 

Fire/industrial Water will be piped into the building from the existing line and used for fire 

preventative measures.  Accompanying this will be dedicated retention areas to capture any 

discharged fire water. 

Potable and Process Water design, installation, and operation will follow recognized industry 

practices to minimize bacteria formation, growth, and provide for system cleanability and 

sanitization.  The water systems already exist at this location, so this new construction will tie 

into this existing infrastructure.  Also used for safety fixtures such as safety showers and eye 

washes. 

Gaseous Nitrogen is required for all of the equipment in the operations area to inert the 

operations since flammable solvents will be used.  Gaseous nitrogen shall be supplied from an 

existing liquid nitrogen storage tank with evaporator. 

Instrument and Clean Compressed Air will be used for instrumentation and general purposes 

and will leveraged from the existing infrastructure.    

Breathing Air will be used for the operations staff whenever they need to perform a unit 

operation in which they may be exposed to solvent vapors or low oxygen level conditions such 

as entering a reactor for cleaning. 

Process Cooling will be used for cooling the equipment as well as some of the infrastructure 

within the building.  This will be leveraged off of the existing supply. 

Plant Steam will be supplied by the central utilities provider for the industrial site (low pressure 

and 70 psig steam).  Plant steam loads include the processing equipment as well as building 

heat.   
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Bulk and Drum Solvents will be provided from the existing infrastructure.  Extension of pipelines 

from the tank farm will need to be installed, but no new tank storages are anticipated.  There is 

sufficient warehouse space to support additional storage of drummed solvents. 

Electrical will be supplied from existing load centers located nearby. 

Sewer and non-hazardous aqueous waste system will be provided from the existing 

infrastructure which utilizes the on-site industrial wastewater treatment plant. 

Emission Control is required for all emissions from the reactors and processing equipment.  A 

new line will be run to tie into the existing thermal oxidizer on the site to treat all the air 

emissions. 

Organic Waste will be handled through the existing infrastructure.  New piping will be run to tie 

into the bulk waste tank-farm that is located on the site.  Any additional waste that needs to be 

handled through drummed waste will be stored in the existing drum storage designated for 

waste and is removed through a third party contractor to be incinerated. 

Solvent Recovery – All recyclable solvents will be collected and transferred via an existing 

pipeline to central distillation plant located on the industrial site. 

 

cGMP Material Flow 

Process Flow starts in the existing warehouse where all raw materials are received, sampled 

and sent to the QC lab for testing. Once tested and reviewed, QA will print acceptance tags to 

be put on the raw material containers. Once approved, the warehouse staff can moved the 

materials into the staging area of the production facility. The operations staff will then charge 

liquids into the reactors through a polish filter and charge any solids using a solids charge 

feeder. This is all done in a closed system to maintain the integrity of the reactor and an inert 

atmosphere. 

Once the reaction steps are completed, products will be transferred to either  

• a centrifuge through a closed system to isolate and wash the final product.  This product 

is then transferred in a closed system into a separate charging device which will store 

the product as a wet-cake until it is ready to be charged to a dryer.   

• an agitated filter dryer 

After completing the drying operation, the product is discharged into a large container or 

individual drums for final testing and release.   

 

Gowning Requirements and Personnel Flow 

There will be multiple personnel flows based on operations. These operators will provide service 

for the operations and isolation of product. Specific gowning requirements for enter and exiting 

the final product areas are different and will be established.   
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Equipment Qualification / Process Validation 

Original equipment manufacturers (OEMs) will be utilized in association with site personnel to 

install, commission, and qualify (Installation Qualification, Operational Qualification, 

Performance Qualification) all cGMP related equipment. Factory Acceptance Tests shall be 

performed on all major pieces of equipment prior to shipment to the facility.  Process 

engineering studies will be performed to determine and verify appropriate product batch sizes 

and scale-up requirements. A site Validation Master Plan will be developed and approved as the 

overall governing document for the site’s validation approach.  As part of the overall validation 

process, FMEAs (Failure Mode and Effects Analysis) and Risk Assessments will be performed. 

This will include identification of Critical Quality Attributes (CQA) and Critical Process 

Parameters. Qualification (water runs) will be initially performed in testing the equipment and 

processes. Media fill runs will be performed to represent all product container/closure 

configurations and volumes for final line qualification. 

 

Associated Processes 

DMFs (Drug Master Files) for specific products will be developed utilizing internal resources but 

may also include purchasing existing DMFs from existing manufacturers.  This will also include 

development of DMF submission documents.  Ownership of the DMFs will provide more control 

and flexibility over commercial manufacturing.   

Analytical Methods and Assays will be developed and validated as part of the overall product 

development and technical transfer processes.  Development of Validation Protocols for 

analytical and assay methods will include aspects of product manufacturing control, 

performance, and product stability indication, etc. and will be developed consistent with the 

overall site Validation Master Plan. Testing will include identity, purity, potency, and stability of 

the bulk drug substance and final drug product in accordance with ICH Standards.   

Product Stability Testing will be completed during the product development process and will 

include both external and site personnel for completion.  Design of stability testing plan and 

conduct of stability studies on bulk and final product will be completed through the externally 

contracted product development process. 

Product Release and Routine Stability Testing of bulk drug substance will be conducted via 

onsite laboratories and the site Quality Unit in accordance with ICH Stability Standards.  

Sufficient storage for both cold chain and controlled drug products will be built or utilized 

between on-site facilities to accommodate routine stability testing requirements. 

Regulatory Inspection activities, including Food and Drug Administration, Drug Enforcement 

Administration, Occupational Safety and Health Administration, etc. will be managed through 

the site Quality Unit in conjunction with other personnel. 

Controlled Drugs and Cold Chain Products will have procedures in place to allow appropriate 

allocations, handling, storage, fill-finish operations, and final release and distribution. 
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Starting Material Facilities will allow for domestic manufacture of these functionalized starting 

materials that currently do not have a domestic supply.     

Continuous manufacturing will provide a way to safely execute the above-mentioned hazardous 

chemistries and transfer these functionalized starting materials to the batch manufacturing wing 

to manufacture the KSMs and APIs.  

Establishing an in-house supply by backward integrating to the functionalized starting materials 

positions Kodak to manufacture KSMs and API in the U.S. without being dependent on non-

domestic sources and supply constraints. 

 

8.5 CLIN 5: Establish a R&D Center of Excellence for Process and Analytical Test 

Development to Support Continuous Manufacturing and Testing of KSMs and APIs 

Renovation of Existing Manufacturing Facilities (WBS 5.2) 

Procurement of Essential Equipment (WBS 5.3) 

Commissioning of R&D Center of Excellence (WBS 5.4) 

Process Development- Outsourced (WBS 5.5) 

Transfer of Continuous Manufacturing Processes for KSMs (WBS 5.6) 

Process Development in R&D Center of Excellence (WBS 5.7) 

 

A crucial activity for success of manufacturing starting materials, intermediates and APIs for the 

pharmaceutical industry is the development of manufacturing processes for both batch reactors 

and continuous manufacturing vessels. Continuous processing methodology has come into 

favor, especially for small molecule compounds, because it is more efficient than batch 

methods, which require frequent interruptions in the process to conduct in-process testing of the 

product for purity, potency, etc.  

Therefore, continued development activities are intended to provide optimum processes for 

manufacturing at scale, to achieve high yields, potency and purity, high quality, and lower cost 

as materials are made at production/commercial scale.  Kodak intends to establish, by 

renovating an existing R&D facility, a “Center of Excellence” to support the continued 

development and optimization of continuous manufacturing processes (as well as batch 

processes where required) for both KSMs and APIs.  High quality and purity are assured by also 

providing for continuous testing of these materials and APIs at key points throughout the 

process, and this is an activity that benefits as well from methodologies developed in the lab. 

For over 100 years, Kodak has been a leader and innovator in materials science. Kodak as an 

inventor and innovator has been awarded over 20,000 U.S. patents in the last century with 

many of them in new materials, materials formulations, and integration of materials into useful 

articles across imaging, printing and healthcare industries. The demonstrated R&D capability 
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and results are not only reflected in U.S. patents, but also in a wide range of technical and 

scientific articles published in peer-reviewed journals.   

This expertise encompasses the following:  

• Invention of new materials for a variety of functions and applications;  

• Formulation of these materials into useful compositions such as color negative films, 

inkjet inks, electrophotographic toners, antimicrobials, offset digital printing plates, and 

more; and,  

Process development in order to scale materials and material formulations into tens of 

thousands of kilograms per year. 

It is this experience and demonstrated capability Kodak brings to the task of process 

development for pharma materials. 

In the Center of Excellence, Kodak will investigate the range of materials noted above to 

develop the manufacturing processes for such materials that exist today and to develop 

processes for new materials being invented well into the future. It is expected the Kodak Center 

of Excellence will optimize existing synthetic routes for starting materials, intermediates, and 

APIs, and explore and develop alternative routes for large scale manufacturing. This has been 

demonstrated for batch reactors and will be an important aspect of process development for 

advanced manufacturing of pharma materials through continuous manufacturing processes.    

The location of the Center of Excellence in the Kodak Research Labs (KRL) ensures the facility 

will be co-located within Eastman Business Park with the manufacturing facilities for the pharma 

materials. This enables ready, in-person interactions to ensure compatibility of developed 

synthetic processes with manufacturing facilities and capability, as well as inclusion of “design 

for manufacturability” (DFM) principles for optimizing yield, quality, and cost.  

KRL includes existing laboratory space that would require facility and equipment updates 

outlined in Figure 5.   
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Kodak will conduct strategic meetings at least once per year to discuss overall project design, 

progress, and performance. These meetings will focus on technical progress and performance 

according to the IMS and budget. 

Meeting Schedule 

Kodak will develop a schedule for internal (Kodak and partners only) and external (Kodak and 

USG) project meetings that are designed to ensure collaboration between USG and Kodak on 

areas of mutual interest and progress towards the project objectives.  

Project teams will meet with USG regularly (e.g., biweekly) via teleconference to report on current 

activities, risks, issues, and planned activities. Teleconferences are designed to ensure continual 

communication and collaboration between Kodak and USG on all project activities.  

Routine Reporting 

For each CLIN, Kodak will provide the following project deliverables: 

• Regular (Biweekly or Monthly) Project Team Meetings 

• Monthly Invoice 

• Monthly Financial Report 

• Monthly Technical Report 

• Annual USG Strategic and Programmatic Review Meeting 

• Other Deliverables as required 

• FDA interactions, ad-hoc meetings, protocols reports, publications, inventions 

Subcontractor Management 

Kodak will develop a subcontractor management plan defining roles and responsibilities among 

Kodak and its subcontractors. Regular meetings will be scheduled with each of the 

subcontractors to track the progress of the subcontractors.  Subcontractor technical progress, 

cost and risk will be regularly updated to keep the project on schedule and within budget and to 

mitigate risks.  Diligent manufacturing and quality oversight are essential to this program. A 

person-in-the-plant will be used to monitor manufacturing activities and quality audits will be 

conducted, as applicable. 

Risk Management 

Kodak will identify, track, and respond to risks as they are identified. The individual project 

teams track and manage risks identified in a Risk Register that assesses the probability and 

impact of a specific risk to establish its severity. The management team will collect, sort, and 

aggregate the risks for reporting to the USG. All risks will be assessed according their potential 

impact on the project goals. 
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10) Global Logistics at Kodak 

Kodak Logistics is responsible for distribution warehousing, transportation and international 

trade compliance. Worldwide distribution of Kodak products is managed out of 35 warehouses 

in 18 countries. Domestic U.S. distribution centers are in Columbus Georgia, Dayton Ohio, City 

of Industry California, and Rochester, New York.  Products stored in these warehouses include 

chemicals, film, inks, toners, printing plates, printing machines and spare parts. Due to the 

requirements of Kodak’s products, the warehouses are temperature controlled. Kodak moves 

over two million kilograms of freight per month and uses virtually all modes of transportation. 

Kodak has well-established partnerships with many of the country’s largest transportation 

companies and has experience transporting both hazardous and non-hazardous freight. 

Kodak is a self-filer for both export and import entries with U.S. Customs. The company 

maintains a secure supply chain and, as a result, has earned C-TPAT Tier III certification. 

Additionally, our carriers and 3PL partners were selected, in part, based on also having 

achieved C-TPAT certification.  

 

11) Program Management at Kodak 

Our Program Management has two elements- one is Capital Program Management the other is 

the New Product Commercialization Management.  

Kodak outsources its Capital Program Management to

is an established partner that has a strong working relationship with Eastman Kodak that 

goes back many decades. Fourteen years ago  acquired the engineering and construction 

divisions of Kodak and entered into an exclusive agreement to provide capital project services 

for Kodak.  also expanded its client base for the use of these acquired skills and has 

provided program management, engineering, design and construction services for many 

chemical, food and pharmaceutical companies in addition to Kodak.  Clients include Dupont, 

Lonza, Arkema, Thermo Fisher/Life Technologies, Regeneron, Carestream and 

AstraZeneca.    has an engineering and project management team of 100.  In addition to 

EPC services, program & project management, maintains a skilled trades workforce with 

over 100 industrial tradesmen and self-performs much of the capital work.  maintains a 

100,000 square foot shop with custom fabrication capability for pharmaceutical processes 

including a stainless steel welding facility with passivation capability. has been ISO-9000 

certified for 25 years, maintains an outstanding safety record and has a New York State certified 

apprenticeship program for workforce development.   

has provided over 140 million dollars in project services to Kodak.  Programs and projects 

that has completed for Kodak include: 

• Engineering, Design and Construction of MACT Chemical System  
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• Engineer, Design and Installation of CPDI System 

• Kodak Gemini Project Class 1 & 2 Engineering 

• Chemical Plant Dual State Filtration System 

• Project Management and Installation Kodak Xiamen Plant. 

• Acid Plant Design and Construction 

• Software Configuration and Upgrade Roll Coating Machine 

• Batch Chemical Custom Batch Mix System 

• Make and Deliver Systems for Film Coating 

• QC Lab Expansion  

 

Quality Services are Certified Best Practices.  Governing corporate processes is a 

Quality Management System registered to ISO 9001 since 1994.  In addition to its ISO 

9001:2015 Registration  is also registered to the Best Practices of the Control System 

Integrators Association Certification (CSIA).  As a founding member of CSIA, is committed 

to improving the business practices of Controls and Information System Integrators.  This 

effectively couples the advantages of an ISO 9001 Quality System to the best practices of 

CSIA.  The emphasis is on process documentation.  The organization has defined quality 

processes for each function of its operation. Quality Policy embodies the fact that 

“Employees of are committed to building lasting client relationships by striving to provide 

consistently superior project services.” — The pursuit of a repeatable and sustainable approach 

to business makes unique as one of only a few firms that are recognized by both ISO 9001 

and CSIA quality systems.   

As a control system integrator maintains a full staff of automation engineers and technicians 

trained and certified to use all the major brands of control hardware and software.  Expertise 

includes sophisticated batch and continuous control capabilities operating with the best 

functionality of Industry 4.0 technology. supports a panel fabrication facility registered to UL 

standards. 
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the New Business Team Technical Director (or designee) and for internal programs, the 

Customer. 

The actual design and development processes utilized by SCID and the results generated are 

documented and controlled.  Typically, materials under consideration for commercialization are 

screened using statistical design of experiments methodology.  Factors are varied and their 

impact on key physical responses are determined.  Modelling identifies the optimal and most 

robust settings for each of the factors.  Products are then prepared multiple times at bench, pilot 

and manufacturing scales and the physical attributes of the product are verified.  The means of 

each response at each level are analyzed for differences and materials are declared scalable 

when no practical differences are present.  Products have limits in place for key quality 

parameters at the time of manufacture which collectively form a specification.  The specification 

lists the release characteristics, unit of measures, limits and test method references.  Those 

based on fitness-for-use are deemed most desirable but when not, they are based on 

manufacturing capability.  Specifications are stored and maintained in an ISO 9001 database.  

 

12) Quality Systems at Kodak 

Specialty Chemicals (SCID) is one of multiple departments that report up to the Eastman Kodak 

Corporation through AMC Advanced Materials and Chemical Division. SCID functions aligned 

with the Mission, Strategic Direction and Business goals set by AMC management.  We are ISO 

9001-2015 certified.  

SCID is a customer focused chemical manufacturing organization. Our strategy is to provide a 

broad and profitable portfolio through new innovative ideas as well as utilizing our core 

manufacturing competencies. In supplying a variety of industrial products, SCID works closely 

with its customers making products that meet specified requirements from existing processes or 

commercialized with close customer input through use of a process development gate model 

(KMCP). SCID functions in compliance with all applicable quality, legal, statutory and regulatory 

requirements. The facilities and its employees are managed under all corporate policies, 

Business Practices, guidelines and values.  
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SCID is based on the following QMS -process model. This model reflects the major processes 

of SCID’s QMS, their interactions, and their alignment with customer focus. 

 

 

Figure 10. SCID Workflow 

 

Within this Business Model there are a number of internal and external issues relevant to our 

operating plan. SCID has identified the critical components of our business and has put in place 

programs and activities to ensure continuity and reduce impact of change. These issues are 

outlined in the Specialty Chemicals Continuity of Supply Plan 

As business conditions change year on year, SCID management participates in a number of 

activities to define our strategies and initiatives along with the associated risks. These issues 

are documented and discussed as part of our annual budgeting and ling term strategic planning 

processes. 

 

13) Workforce Development 

The Western New York region includes a strong network of academic institutions, including 

more than 19 colleges and universities and over 81,000 students. According to the U.S. 

Department of Education, Rochester ranks third in both biological and biomedical sciences 

degrees per area among 53 of the largest metro areas.  
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In addition to prominent institutions such as the University of Rochester and Rochester Institute 

of Technology (RIT), the Greater Rochester area is home to several strong community colleges, 

including Monroe, Genesee and Finger Lakes Community Colleges. These schools offer 

customized programs that support the real-time needs of Upstate New York businesses.  

Local government, community, business and academic leaders have cultivated a strong 

innovation ecosystem that includes a Downtown Innovation Zone, university incubators (e.g. 

URVentures, RIT Venture Creations), and several labs and centers of excellence. 

 

14) Key Personnel 

James V. Continenza, Executive Chairman 

Jim Continenza leads the transformation of Eastman Kodak Company as Executive Chairman. 
He was appointed to that position by the Board of Directors on February 20, 2019. Continenza 
joined the Board of Directors of Kodak in April 2013 and became Chairman of the Board in 
September 2013. 

Continenza brings a proven track record of guiding leading technology companies through 
transformations. Since September 2012, Continenza has served as the Chairman and Chief 
Executive Officer of Vivial, Inc., a privately-held marketing technology and communications 
company. He has also held leadership roles at STi Prepaid, LLC, a telecommunications 
company; Anchor Glass Container Corp., a leading manufacturer of glass containers; Teligent, 
Inc., which provides communications services including voice, data, and internet access; Lucent 
Technologies Product Finance, a global leader in telecom equipment and AT&T. 

In addition to his management experience, Mr. Continenza currently serves on the board of 
Cenveo Corporation, an industry leader in transformative publishing solutions. Continenza also 
serves on the board of Merrill Corporation LLC and has served on the boards of NII Holdings, 
Inc., Tembec and Neff Corporation. He also serves or has served on the boards of a number of 
private companies. 

 

Terry R. Taber, PhD, Chief Technical Officer, Senior Vice President, Advanced Materials 
and Chemicals, Vice President, Eastman Kodak Company 

Terry Taber joined Kodak in 1980. In January 2009, he was named Chief Technical Officer, a 
position he currently holds. The Board of Directors elected him a corporate vice president in 
December 2008. Effective January 1, 2015, Taber was named President of the newly created 
Intellectual Property Solutions segment. Effective May 1, 2017, Dr. Taber was named President 
of Advanced Materials & 3D Printing Technology Division. Effective March 5, 2020, Taber was 
named Senior Vice President, Advanced Materials and Chemicals, expanding his prior role to 
include oversight of chemicals, functional print and all films, including motion picture, consumer, 
professional and industrial. He reports to Executive Chairman Jim Continenza. 

Taber was previously the Chief Operating Officer of Kodak’s Image Sensor Solutions (ISS) 
business, a leading developer of advanced CCD and CMOS sensors serving imaging and 
industrial markets. Prior to joining ISS in 2007, Taber held a series of senior positions in 
Kodak’s research and development and product organizations. During his more than 35 years at 
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Kodak, Taber has been involved in new materials research, product development and 
commercialization, manufacturing, and executive positions in R&D and business management. 

Taber’s early responsibilities included research on new synthetic materials, an area in which he 
holds several patents. He then became a program manager for several film products before 
completing the Sloan Fellows program at the Massachusetts Institute of Technology (MIT). He 
returned from MIT to become the worldwide consumer film business product manager from 
1999 to 2002, and then became an Associate Director of R&D from 2002 to 2005, followed by a 
position as the director of Materials & Media R&D from 2005 to 2007. 

Taber received a B.S. degree in Chemistry from Purdue University and a Ph.D. in Organic 
Chemistry from the California Institute of Technology. He also received an M.S. in General 
Management from MIT as a Kodak Sloan Fellow. Taber was a Board Member of the Innovation 
& Material Sciences Institute and currently serves on the Executive Advisory Board of FIRST 
Rochester (For Inspiration and Recognition of Science and Technology). He also serves on the 
Executive Committee of the Greater Rochester Chamber of Commerce and the Tocqueville 
Society Cabinet of the Greater Rochester United Way. Taber is a trustee of Roberts Wesleyan 
College and Northeastern Seminary. 

 

15) Organizational Chart- Kodak Pharma 

 

Figure 1: Project Organizational Chart 
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From: Penna, David
To: Abbott, Christopher J. EOP/WHO; Continenza, James V; "Taber, Terry [Terry] R"; "

"  
Cc: Glaccum, David (FO); Ackerly, Stewart; Smith, Austin
Subject: RE: Kodak Project
Date: Monday, June 1, 2020 3:57:19 PM
Attachments: Potential KODK Starting Materials and API Structure 6.1.20.pptx

Hi all, great to meet everyone this morning. Further to our conversation, attached please find a very
preliminary structure diagram showing how a non-recourse financing might work based on what we
know about the project at this time. Please note that this slide is for discussion purposes only, in
hopes that it helps people start organizing thoughts on how the pieces might fit together in terms of
financing structure for this sort of thing, while trying to minimize additional costs/friction with the
existing business.
 
Again, this is just a rough first draft, but happy to discuss further.
 
Thanks,
DJP
 
David J. Penna
Senior Vice President, Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Ave, NW | Washington DC 20527

 |  | www.dfc.gov
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To: Continenza, James V <  'Taber, Terry [Terry] R'
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Cc: Glaccum, David (FO) <  Ackerly, Stewart <
Penna, David <  Smith, Austin <
Subject: Kodak Project
 
All,
 
Thanks for the call this morning. As discussed, I am connecting everyone from DFC, Kodak, and

 on this email chain.
 
Jim, can you have your team send over all of the latest documents you have to keep things moving
on this?
 
Thanks,
Chris
 
Christopher Abbott
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We very much appreciate your rapid response and will be working through this in parallel with our
more detailed proposal.
 
Regards,
Dave Bullwinkle
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financing structure for this sort of thing, while trying to minimize additional costs/friction with the
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U.S. International Development Finance Corporation (DFC)
1100 New York Ave, NW | Washington DC 20527

 |  | www.dfc.gov
 

From: Abbott, Christopher J. EOP/WHO <  
Sent: Monday, June 1, 2020 11:41 AM
To: Continenza, James V <  'Taber, Terry [Terry] R'
<   <

 <  

(b) (6)

(b) (6)

(b) (6)

(b) (6) (b) (6)

(b) (6) (b) (6)

(b) (6)

(b) (6) (b) (6)

(b) (6)

(b) (6)

(b) (6)

(b) (6)

(b) (6) (b) (6) (b) (6)

(b) (6) (b) (6) (b) (6)

(b) (4)

(b) (4)



Cc: Glaccum, David (FO) <  Ackerly, Stewart <
Penna, David <  Smith, Austin <
Subject: Kodak Project
 
All,
 
Thanks for the call this morning. As discussed, I am connecting everyone from DFC, Kodak, and

on this email chain.
 
Jim, can you have your team send over all of the latest documents you have to keep things moving
on this?
 
Thanks,
Chris
 
Christopher Abbott
Deputy Director
Office of Trade and Manufacturing Policy
The White House
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Cc: Glaccum, David (FO) <  Ackerly, Stewart <
Smith, Austin <
Subject: RE: Kodak Project
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Hi all, great to meet everyone this morning. Further to our conversation, attached please find a very
preliminary structure diagram showing how a non-recourse financing might work based on what we
know about the project at this time. Please note that this slide is for discussion purposes only, in
hopes that it helps people start organizing thoughts on how the pieces might fit together in terms of
financing structure for this sort of thing, while trying to minimize additional costs/friction with the
existing business.
 
Again, this is just a rough first draft, but happy to discuss further.
 
Thanks,
DJP
 
David J. Penna
Senior Vice President, Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Ave, NW | Washington DC 20527

 |  | www.dfc.gov
 

From: Abbott, Christopher J. EOP/WHO <  
Sent: Monday, June 1, 2020 11:41 AM
To: Continenza, James V <  'Taber, Terry [Terry] R'
<   <

 <   <
Cc: Glaccum, David (FO) <  Ackerly, Stewart <
Penna, David <  Smith, Austin <
Subject: Kodak Project
 
All,
 
Thanks for the call this morning. As discussed, I am connecting everyone from DFC, Kodak, and

 on this email chain.
 
Jim, can you have your team send over all of the latest documents you have to keep things moving
on this?
 
Thanks,
Chris
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Christopher Abbott
Deputy Director
Office of Trade and Manufacturing Policy
The White House
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From: Taber, Terry [Terry] R
To: Glaccum, David (FO); Penna, David; Smith, Austin; Ackerly, Stewart
Cc: Continenza, James V; Abbott, Christopher J. EOP/WHO
Subject: RE: Kodak Project
Date: Wednesday, June 3, 2020 8:48:15 PM
Attachments: image001.png

Eastman Kodak Company.Technical Proposal.June 3.pdf
Eastman Kodak Company.Proposal Schedule.June 3.pdf
Eastman Kodak Company.Cost Proposal.June 3.pdf
Eastman Kodak Company.Eastman Business Park Attributes.June 3.pdf

*** Careful. This email originated from a non-government source. When in doubt, please reach out:

ciso@dfc.gov ***

DFC group,
 
Per Chris’ request, I am sending along the latest Kodak documents:
 

1. Technical Proposal – this is the comprehensive overview to establish
a U.S. Center of Excellence for the Production of Key Starting
Materials & Active Pharmaceutical Ingredients for Essential
Medicines

2. A Proposal Schedule that outlines the spend profile by CLIN and by
time period for the technical proposal

3. Overall Cost Proposal associated with this proposed project
4. A brochure on the attributes of Eastman Business Park

 
We look forward to continuing our dialogue.
 
Best,
 
 

Terry
 
Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com
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https://gcc01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.kodak.com%2F&data=02%7C01%7CDavid.Glaccum%40dfc.gov%7Cfaf00d12578642cb33cd08d80820f307%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637268284937470703&sdata=myuWCWbcxLRdG5LQ8n08MYaf4Gr5v0waB%2BWtHLXWYOE%3D&reserved=0


From: Abbott, Christopher J. EOP/WHO <  
Sent: Monday, June 1, 2020 11:41 AM
To: Continenza, James V <  Taber, Terry [Terry] R
<  Bullwinkle, David E <  Byrd, Roger W
<   <
Cc: 'Glaccum, David (FO)' <  Ackerly, Stewart <
Penna, David <  Smith, Austin <
Subject: Kodak Project
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

All,
 
Thanks for the call this morning. As discussed, I am connecting everyone from DFC, Kodak, and

on this email chain.
 
Jim, can you have your team send over all of the latest documents you have to keep things moving
on this?
 
Thanks,
Chris
 
Christopher Abbott
Deputy Director
Office of Trade and Manufacturing Policy
The White House
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From: Abbott, Christopher J. EOP/WHO <  
Sent: Monday, June 1, 2020 11:41 AM
To: Continenza, James V <  Taber, Terry [Terry] R
<  Bullwinkle, David E <  Byrd, Roger W
<   <
Cc: 'Glaccum, David (FO)' <  Ackerly, Stewart <
Penna, David <  Smith, Austin <
Subject: Kodak Project
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

All,
 
Thanks for the call this morning. As discussed, I am connecting everyone from DFC, Kodak, and

 on this email chain.
 
Jim, can you have your team send over all of the latest documents you have to keep things moving
on this?
 
Thanks,
Chris
 
Christopher Abbott
Deputy Director
Office of Trade and Manufacturing Policy
The White House
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From: Glaccum, David (FO) <
Sent: Thursday, June 4, 2020 5:48 PM
To: Taber, Terry [Terry] R; Penna, David; Smith, Austin; Ackerly, Stewart
Cc: Continenza, James V; Abbott, Christopher J. EOP/WHO
Subject: RE: Kodak Project
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Terry,
 
Thanks again for sending over.  Do y’all have time for a follow-up call tomorrow afternoon?
 
DMG
 

From: Glaccum, David (FO) <  
Sent: Wednesday, June 3, 2020 9:01 PM
To: Taber, Terry [Terry] R <  Penna, David <  Smith,
Austin <  Ackerly, Stewart <
Cc: Continenza, James V <  Abbott, Christopher J. EOP/WHO
<
Subject: Re: Kodak Project
 
Thanks, Terry.  We’ll take a look and he in touch tomorrow.
 

From: Taber, Terry [Terry] R <
Sent: Wednesday, June 3, 2020 8:47:09 PM
To: Glaccum, David (FO) <  Penna, David <  Smith,
Austin <  Ackerly, Stewart <
Cc: Continenza, James V <  Abbott, Christopher J. EOP/WHO
<
Subject: RE: Kodak Project
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Sent: Monday, June 1, 2020 11:41 AM
To: Continenza, James V <  Taber, Terry [Terry] R
<  Bullwinkle, David E <  Byrd, Roger W
<   <
Cc: 'Glaccum, David (FO)' <  Ackerly, Stewart <
Penna, David <  Smith, Austin <
Subject: Kodak Project
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

All,
 
Thanks for the call this morning. As discussed, I am connecting everyone from DFC, Kodak, and

on this email chain.
 
Jim, can you have your team send over all of the latest documents you have to keep things moving
on this?
 
Thanks,
Chris
 
Christopher Abbott
Deputy Director
Office of Trade and Manufacturing Policy
The White House
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Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com
 

 
From: Abbott, Christopher J. EOP/WHO <  
Sent: Monday, June 1, 2020 11:41 AM
To: Continenza, James V <  Taber, Terry [Terry] R
<  Bullwinkle, David E <  Byrd, Roger W
<   <
Cc: 'Glaccum, David (FO)' <  Ackerly, Stewart <
Penna, David <  Smith, Austin <
Subject: Kodak Project
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

All,
 
Thanks for the call this morning. As discussed, I am connecting everyone from DFC, Kodak, and

on this email chain.
 
Jim, can you have your team send over all of the latest documents you have to keep things moving
on this?
 
Thanks,
Chris
 
Christopher Abbott
Deputy Director
Office of Trade and Manufacturing Policy
The White House
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From: Taber, Terry [Terry] R
To: Glaccum, David (FO)
Cc: Penna, David; Ackerly, Stewart; Smith, Austin; Abbott, Christopher J. EOP/WHO; Bullwinkle, David E; Continenza,

James V; Byrd, Roger W
Subject: RE: DFC/DPA web page and application
Date: Saturday, June 6, 2020 9:25:42 AM
Attachments: image001.png

Updated Table 1 from EKC Technical Proposal 2020Jun5.pdf
Eastman Kodak Company Summary of Kodak Schedule 2020Jun5.pdf
Eastman Kodak Company Cost Proposal 2020Jun5.pdf

*** Careful. This email originated from a non-government source. When in doubt, please reach out:

 ***

Thank you, David.

As noted on our call Friday, attached are the updated cost estimates.

Best,

Terry

Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com

From: Glaccum, David (FO) <  
Sent: Friday, June 5, 2020 4:28 PM
To: Byrd, Roger W <  Continenza, James V <
Taber, Terry [Terry] R <  Overacker, Maryann R
<  Bullwinkle, David E <
Cc: Penna, David <  Ackerly, Stewart <  Smith,
Austin <  Abbott, Christopher J. EOP/WHO
<
Subject: DFC/DPA web page and application

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender

B008

Attachments duplicative with prior FOIA records release; A0003; A0004; A0007.
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and content are safe.

Team Kodak,
 
Great talking with y’all again today.  Per our conversation, the website and application are now
available here: https://www.dfc.gov/dpa.   You can apply here: https://www.dfc.gov/what-we-
offer/apply
 
Please let us know if you have any questions as you review, and we look forward to taking the next
steps on this project.
 
DMG
 
David M. Glaccum
Counsel to the Chief Executive
U.S. International Development Finance Corporation
 

https://gcc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.dfc.gov%2Fdpa&data=02%7C01%7CDavid.Glaccum%40dfc.gov%7Cec2d1a03e95a419366d408d80a1d1a13%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637270467415157435&sdata=OHGZFp1UpgY0ajpP9%2BF9BwC8mFAsKUHTbOj%2FBXiuJ9E%3D&reserved=0
https://gcc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.dfc.gov%2Fwhat-we-offer%2Fapply&data=02%7C01%7CDavid.Glaccum%40dfc.gov%7Cec2d1a03e95a419366d408d80a1d1a13%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637270467415157435&sdata=4uzlmeB%2BV1z4akDsEer92XFK6pmTTmZDljtr0oyQgE0%3D&reserved=0
https://gcc01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.dfc.gov%2Fwhat-we-offer%2Fapply&data=02%7C01%7CDavid.Glaccum%40dfc.gov%7Cec2d1a03e95a419366d408d80a1d1a13%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637270467415157435&sdata=4uzlmeB%2BV1z4akDsEer92XFK6pmTTmZDljtr0oyQgE0%3D&reserved=0








Subject: DFC/DPA web page and application
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Team Kodak,
 
Great talking with y’all again today.  Per our conversation, the website and application are now
available here: https://www.dfc.gov/dpa.   You can apply here: https://www.dfc.gov/what-we-
offer/apply
 
Please let us know if you have any questions as you review, and we look forward to taking the next
steps on this project.
 
DMG
 
David M. Glaccum
Counsel to the Chief Executive
U.S. International Development Finance Corporation
 





Sent: Thursday, June 11, 2020 6:02:56 PM

To: Taber, Terry [Terry] R <

Cc: Penna, David <  Ackerly, Stewart <  Smith, Austin

<  Abbott, Christopher J. EOP/WHO <

Bullwinkle, David E <  Continenza, James V

<  Byrd, Roger W <  

<

Subject: Re: DFC/DPA web page and application

 
Team Kodak,

Hope all is well.

Wanted to see if y’all wanted to touch base tomorrow and discuss where things stand.

Thanks.

DMG

From: Glaccum, David (FO) <

Sent: Saturday, June 6, 2020 10:13:40 AM

To: Taber, Terry [Terry] R <

Cc: Penna, David <  Ackerly, Stewart <  Smith, Austin

<  Abbott, Christopher J. EOP/WHO <

Bullwinkle, David E <  Continenza, James V

<  Byrd, Roger W <

Subject: Re: DFC/DPA web page and application

 
Thank you.

From: Taber, Terry [Terry] R <

Sent: Saturday, June 6, 2020 9:25:11 AM

To: Glaccum, David (FO) <

Cc: Penna, David <  Ackerly, Stewart <  Smith, Austin

<  Abbott, Christopher J. EOP/WHO <

Bullwinkle, David E <  Continenza, James V

(b) (6)

(b) (6) (b) (6)

(b) (6) (b) (6)

(b) (6)

(b) (6) (b) (6) (b) (6)

(b) (6)

(b) (6)

(b) (6)

(b) (6) (b) (6)

(b) (6) (b) (6)

(b) (6)

(b) (6) (b) (6)

(b) (6)

(b) (6)

(b) (6) (b) (6)

(b) (6) (b) (6)

(b) (6)





Team Kodak,
 

Great talking with y’all again today.  Per our conversation, the website and application are now
available here: https://www.dfc.gov/dpa.   You can apply here: https://www.dfc.gov/what-we-

offer/apply

 

Please let us know if you have any questions as you review, and we look forward to taking the next
steps on this project.
 

DMG
 

David M. Glaccum
Counsel to the Chief Executive
U.S. International Development Finance Corporation
 





 
For a sampling of the coverage, please see the links below.   
 
This excerpt from one story captures the consensus about our new direction: “Kodak is making
good on its promise to create new opportunities for growth. By doubling down on digital and inkjet,
Kodak is well-positioned to capture the opportunities with the accelerated shift to digital print that
the world is now experiencing. With Executive Chairman Jim Continenza reshaping the company’s
structure and molding a new organization, we can expect a very aggressive Kodak to emerge in our
changing digital print world.”
 
Thank you all 100% for everything you are doing for the country. 
 
We are Look forward to building an alliance together for all of America.
 
Thank you,
 
Jim

Printweek UK 

Australian Printer and Pro Print

Printing Impressions 

Keypoint Intelligence 

Packaging South Asia

 
Jim Continenza | Executive Chairman | Eastman Kodak Company 
343 State Street Rochester, NY 14650-0231 

 
www.kodak.com
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FDA Drug Shortages Task Force. (2019). Drug Shortages: Root Causes and Potential Solutions.
Retrieved from https://www.fda.gov/media/131130/download.
 
 
Paula Kim, MBA PMP

 

Sr. Director
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From: Allal, Alale
To: Continenza, James V
Cc: Allal, Alale
Subject: RE: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
Date: Thursday, July 9, 2020 1:58:18 PM
Attachments: image003.png

Eastman Kodak Financial Projections_2019 06_25_2020 V2 Final.xlsm

Hi Jim,
 
 
Thank you for providing.  Can you please have the appropriate person update the attached Financial Projections to reflect the new expenses including the interest expense
assuming an interest rate of  and send back to me at your earliest? 
 
I’m working on your term sheet and wanted to get an idea of timeline for establishing a name for the SPV?  We typically include that in our term sheets to borrowers. 
 
 
Best regards,

 

Alale Allal

Export Finance Director, Southeast Region

Office of International Trade  

1919 Smith Street, Ste. 10087

Houston, Texas 77002

ministration

Home Page | Twitter | Instagram | Facebook | YouTube | LinkedIn | Email Alerts
 
From: Continenza, James V  
Sent: Wednesday, July 8, 2020 5:53 PM
To: Allal, Alale  Continenza, James V 
Subject: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
 

CAUTION - The sender of this message is external to the SBA network. Please use care when clicking on links and responding with sensitive information. Send
suspicious email to spam@sba.gov.

Allal,
Attached are 3 financial models we discussed for the various loan terms.  Also attached is a summary (see pdf file) which shows the loan terms assumptions, timing of cash
disbursements, as well and SVP projected ending cash balance for the short-term (annually) and long-term (every 5 years).
Thank you,
Regards,
Jim
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https://gcc01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.facebook.com%2Fsbagov&data=02%7C01%7Calale.allal%40dfc.gov%7Ca6949db11b75403eee9f08d82431a75f%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637299142969667096&sdata=XnLSq2VSaZZJDRUg1fHqd4q2DMm9dpyax6Y8e168V6k%3D&reserved=0
https://gcc01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.youtube.com%2Fsba&data=02%7C01%7Calale.allal%40dfc.gov%7Ca6949db11b75403eee9f08d82431a75f%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637299142969667096&sdata=vqI7VuJV3b82NCS4vl2pM%2BKZDue4uOwFcDWVdMRO%2F9o%3D&reserved=0
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https://gcc01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.sba.gov%2Fupdates&data=02%7C01%7Calale.allal%40dfc.gov%7Ca6949db11b75403eee9f08d82431a75f%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637299142969677041&sdata=ZpdxEGcAsi7bEXm6%2BW4WaxX4PkRcgkL2U3HmFkAKOEE%3D&reserved=0
mailto:spam@sba.gov


From: Continenza, James V
To: Allal, Alale; Continenza, James V
Cc: Allal, Alale
Subject: Re: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
Date: Thursday, July 9, 2020 5:42:07 PM
Attachments: image002.png

Eastman Kodak Financial Projections_2019 06_25_2020 ($765M@5.0%)[3].xlsm

Warning: External

Allal, Please find attached the updated Financial Projections to reflect the new expenses including the interest expense assuming an interest rate of
 
We are in the process of reserving the name this week, we will slow roll the entities formation to protect confidentially because we are a public company.
 
Regards,
 
Jim
 
 
 

From: "Allal, Alale" <
Date: Thursday, July 9, 2020 at 1:55 PM
To: "Continenza, James V" <
Cc: "  <
Subject: RE: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender and content are safe.

Hi Jim,
 
 
Thank you for providing.  Can you please have the appropriate person update the attached Financial Projections to reflect the new expenses including the interest expense
assuming an interest rate of  and send back to me at your earliest? 
 
I’m working on your term sheet and wanted to get an idea of timeline for establishing a name for the SPV?  We typically include that in our term sheets to borrowers. 
 

Timeline this Friday
Name: Kodak Pharmaceuticals, INC.
 
 
Best regards,
 
Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 

 

Home Page | Twitter | Instagram | Facebook | YouTube | LinkedIn | Email Alerts
 
From: Continenza, James V <  
Sent: Wednesday, July 8, 2020 5:53 PM
To: Allal, Alale <  Continenza, James V <
Subject: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
 

CAUTION - The sender of this message is external to the SBA network. Please use care when clicking on links and responding with sensitive information. Send
suspicious email to 

Allal,
Attached are 3 financial models we discussed for the various loan terms.  Also attached is a summary (see pdf file) which shows the loan terms assumptions, timing of cash
disbursements, as well and SVP projected ending cash balance for the short-term (annually) and long-term (every 5 years).
Thank you,
Regards,
Jim
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From: Allal, Alale
To: Continenza, James V; Taber, Terry [Terry] R
Cc: Allal, Alale
Subject: Questions
Date: Friday, July 10, 2020 5:15:17 PM
Attachments: 20200710.v2_Kodak_Memo_Technical_Questions.docx

Jim,
 
Attached, please find our first set of question from DOD that will need to be answered.  I do have
some additional follow-up questions that are coming from HHS that will be sent your way early next
week.  Would you and the Kodak team be available to discuss the initial Term Sheet on Monday?
  One of the key areas that we need to address is  the 60 day definitive agreement with per
your LOI that was recently executed? 
 
 
Best regards,
 
Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 
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From: Allal, Alale
To: Continenza, James V
Cc: Allal, Alale
Subject: RE: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
Date: Monday, July 13, 2020 8:10:54 AM
Attachments: image005.png

Good morning Jim,
 
We will be booking travel this week for the site visit and to meet with you and the team on 07/22 at 2pm.  Can you please have your assistant reach out to me regarding
logistics?  I’m still waiting on confirmation for who all will be traveling with me, but will have those names to you later this week.
 
 
Best regards,
 
Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 
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From: Continenza, James V <  
Sent: Thursday, July 9, 2020 4:40 PM
To: Allal, Alale <  Continenza, James V <
Cc: 
Subject: Re: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
 

CAUTION - The sender of this message is external to the SBA network. Please use care when clicking on links and responding with sensitive information. Send
suspicious email to 

Allal, Please find attached the updated Financial Projections to reflect the new expenses including the interest expense assuming an interest rate of 
 
We are in the process of reserving the name this week, we will slow roll the entities formation to protect confidentially because we are a public company.
 
Regards,
 
Jim
 
 
 

From: "Allal, Alale" <
Date: Thursday, July 9, 2020 at 1:55 PM
To: "Continenza, James V" <
Cc: "  <
Subject: RE: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender and content are safe.

Hi Jim,
 
 
Thank you for providing.  Can you please have the appropriate person update the attached Financial Projections to reflect the new expenses including the interest expense
assuming an interest rate of  and send back to me at your earliest? 
 
I’m working on your term sheet and wanted to get an idea of timeline for establishing a name for the SPV?  We typically include that in our term sheets to borrowers. 
 

Timeline this Friday
Name: Kodak Pharmaceuticals, INC.
 
 
Best regards,
 
Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 
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From: Continenza, James V <  
Sent: Wednesday, July 8, 2020 5:53 PM
To: Allal, Alale <  Continenza, James V <
Subject: Eastman Kodak SPV Loan Scenario Summary and 3 Scenario Models
 

CAUTION - The sender of this message is external to the SBA network. Please use care when clicking on links and responding with sensitive information. Send
suspicious email to spam@sba.gov.

Allal,
Attached are 3 financial models we discussed for the various loan terms.  Also attached is a summary (see pdf file) which shows the loan terms assumptions, timing of cash
disbursements, as well and SVP projected ending cash balance for the short-term (annually) and long-term (every 5 years).
Thank you,
Regards,
Jim
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From: Overacker, Maryann R
To: Allal, Alale; Allal, Alale
Subject: RE: Rochester Visit - July 22
Date: Wednesday, July 15, 2020 6:37:54 PM
Attachments: image001.png

Warning: External

Hi Alale, the meeting would most likely start at Kodak Office, 343 State Street, Rochester, NY 14650. 
From there you would go down to Eastman Business Park.  I will discuss the agenda with Jim and get
back to you. 
 
 
 
Maryann Overacker | Executive Assistant to Jim Continenza, Executive Chairman | Eastman Kodak Company 

    Office:      Cell:  
www.kodak.com

 

From: Allal, Alale <  
Sent: Wednesday, July 15, 2020 6:16 PM
To:  Overacker, Maryann R <
Cc: Overacker, Maryann R <
Subject: Re: Rochester Visit - July 22
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Hi Maryann,

Can you provide me with the physical address to where we would meet and a tentative

agenda?

Best regards,

Alale Allal

Export Finance Director

Office of International Trade

U.S. Small Business Administration
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From: Overacker, Maryann R <
Sent: Monday, July 13, 2020 10:56:11 AM
To: Allal, Alale <   <
Cc: Overacker, Maryann R <
Subject: RE: Rochester Visit - July 22
 

CAUTION - The sender of this message is external to the SBA network. Please use care when
clicking on links and responding with sensitive information. Send suspicious email to

Alale, see below for responses:
 

Best airport to fly into? 
Greater Rochester International Airport (ROC) - 1200 Brooks Avenue, Rochester, NY 14624 
 

3 Best hotels to consider staying at while in Rochester?
I would recommend either of the below hotels:
The Del Monte Lodge Renaissance Rochester Hotel & Spa, 41 N. Main Street, Pittsford,

NY 14534  (Phone  

The Strathallan Rochester Hotel & Spa - a DoubleTree by Hilton, 550 East Ave,

Rochester, NY 14607  (Phone: 

 

Because we are with the U.S. Government, we will rely on public transportation (Uber, Lift,
etc.) for transportation from the airport to the hotel. We will probably need help with
transportation from the Hotel to the meeting location on 07/22 at 2pm and transportation back
to the airport once the meeting concludes.  Can you assist with that?

Yes, I would be happy to provide transportation from hotel to meeting location and then
back to the airport.
As for transportation from the airport to hotel upon arrival, if we cannot assist, I would
recommend a private service if that is an option for you or taxi service from the airport.
 Uber and Lyft is not always readily available.  The private service I would recommend is: 
Shuffles Limousine Service, 1060 Lyell Avenue, Rochester, NY 14606.  Ph 
or 
 

 
 
Maryann Overacker | Executive Assistant to Jim Continenza, Executive Chairman | Eastman Kodak Company 

    Office:      Cell:  
www.kodak.com

 

From: Allal, Alale <  
Sent: Monday, July 13, 2020 11:31 AM
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To: Overacker, Maryann R <  
Subject: RE: Rochester Visit - July 22
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Good morning Maryann,
 
Please provide me with the following and I should be able to circle back on your questions below:
 

Best airport to fly into?
3 Best hotels to consider staying at while in Rochester?
Because we are with the U.S. Government, we will rely on public transportation (Uber, Lift,
etc.) for transportation from the airport to the hotel. We will probably need help with
transportation from the Hotel to the meeting location on 07/22 at 2pm and transportation back
to the airport once the meeting concludes.  Can you assist with that?

 
Best regards,
 
Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 

 

Home Page | Twitter | Instagram | Facebook | YouTube | LinkedIn | Email Alerts
 
From: Overacker, Maryann R <  
Sent: Monday, July 13, 2020 9:08 AM
To: Allal, Alale <  
Cc: Overacker, Maryann R <
Subject: Rochester Visit - July 22
 

CAUTION - The sender of this message is external to the SBA network. Please use care when
clicking on links and responding with sensitive information. Send suspicious email to

Hi Alale, I am Jim Continenza’s executive assistant and Jim informed me that you will be coming to
Rochester next Wednesday, July 22 for a 2 pm site visit and meeting. 
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https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.twitter.com%2Fsbagov&data=02%7C01%7Calale.allal%40dfc.gov%7C9884777cff0e42a1a61808d8290fb4ac%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637304494733410614&sdata=VxlIP3Vk82CQRC62rSpHnRwCnpwuWm8X%2B30NB%2BVEkoE%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.instagram.com%2Fsbagov&data=02%7C01%7Calale.allal%40dfc.gov%7C9884777cff0e42a1a61808d8290fb4ac%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637304494733415582&sdata=%2BR3rY2BKZfRQ2LMNM4X5xuIERz0Q0eWO6WNGsIP9vQU%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.facebook.com%2Fsbagov&data=02%7C01%7Calale.allal%40dfc.gov%7C9884777cff0e42a1a61808d8290fb4ac%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637304494733415582&sdata=rMd9nJa43vMJYbUmtVE7GJ3n6i5qnmsWCnf3TOXUPS4%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.youtube.com%2Fsba&data=02%7C01%7Calale.allal%40dfc.gov%7C9884777cff0e42a1a61808d8290fb4ac%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637304494733420565&sdata=%2FtIHx2xTvCBLq%2BE4eX0yxf0FrJ1K14LFp3hBg8wO0tw%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.linkedin.com%2Fcompany%2Fus-small-business-administration&data=02%7C01%7Calale.allal%40dfc.gov%7C9884777cff0e42a1a61808d8290fb4ac%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637304494733425550&sdata=vrzhcpN0U38NAfDSJmW%2FoOxbyLljtEUnCnJBZ1BA77Y%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.sba.gov%2Fupdates&data=02%7C01%7Calale.allal%40dfc.gov%7C9884777cff0e42a1a61808d8290fb4ac%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637304494733430518&sdata=V7Wp26quYRBMJ7M3j9WxoGLvfac0SSp%2FyeojFo7K1tc%3D&reserved=0


I will be helping with logistics for your visit.   Please let me know your plans for your trip when you
can: 
 

Flight details
Participants
Will you be needing a hotel?  
We will take care of all ground transportation arrangements
Any other special considerations

 
Thank you. 
 
Maryann Overacker
 
 
Maryann Overacker | Executive Assistant to Jim Continenza, Executive Chairman | Eastman Kodak Company 

    Office:      Cell:  
www.kodak.com
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From: Allal, Alale
To: Continenza, James V; Taber, Terry [Terry] R; Gutkin, Paula J
Cc: Allal, Alale
Subject: Follow-up questions
Date: Sunday, July 19, 2020 11:29:05 AM
Attachments: 07-19-2020.v3_Kodak_Memo_Technical_Questions (002).docx

Good morning Jim and Kodak Team:
 
Please note attached follow-up questions from DoD and HHS that I will need answered before
Tuesday, 07-21-2020 if possible.  I know the detailed marketing plan will require some work, but it’s
also needed and it would/should address one of the questions raised by HHS. 
 
 
Best regards,
 
Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 

 

Home Page | Twitter | Instagram | Facebook | YouTube | LinkedIn | Email Alerts
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From: Allal, Alale
To: Continenza, James V
Cc: Allal, Alale
Subject: Term Sheet
Date: Thursday, July 23, 2020 8:05:44 PM
Attachments: Kodak Pharmaceuticals, Inc. - DFC PF Term Sheet for DPA Loan (Legal Comments 7.23.2020) - CLEAN.docx

 
 
Best regards,
 
Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 

 

Home Page | Twitter | Instagram | Facebook | YouTube | LinkedIn | Email Alerts
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From: Goldbarg, Denisse
To: Bell, Olivia (OEA); Burke, Amanda (OEA); Meiners, Molly (OEA); Allen, Laura (OEA); Bulgrin, Julie; Baitel, Rachael

(FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: Re: Update on Planning for DFC/Kodak Event
Date: Saturday, July 25, 2020 7:03:33 AM
Attachments: Kodak pharma announcement talk points JC quote FINAL.docx

Kodak_Center_Theater_Photos_and_Floor_Plan.zip

Warning: External

To ensure everyone has all of the information, I have attached 3 several files.

1. Photo of the Kodak theater where the signing will take place
2. Floor plan of the Kodak theater
3. Kodak talking points and quote from CEO Jim Continenza.

To come later today:  updated run of show including the tour of the facility.

Whats missing:

1. Draft of media advisory 
2. Final confirmation of number of attendees -- currently at 8
3. Kodak guest list

In parallel we are working on signage and AV requirements.  If you have additoinal specific
requirements please let us know 
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Kodak pharma project announcement

Revised: July 24, 2020, noon

 

Talking points

· Kodak is an iconic American company currently in the process of a remarkable revival.

· In recent years, under the leadership of Executive Chairman & CEO Jim Continenza, Kodak has strengthened its balance sheet and returned its focus to select core businesses, primarily in chemicals and advanced materials.

· Kodak’s century of science has resulted in more than 20,000 U.S. patents, many of them in new materials, materials formulations, and integration of materials into useful products across the healthcare, imaging and printing industries.

· Kodak offers the pharmaceutical industry a unique combination of skills and resources needed to quickly commence production and distribution of critical starting materials, intermediates and APIs that meet the highest standards: a heritage of innovation, extensive ready-now infrastructure and deep experience in sophisticated chemicals manufacturing and supply chain management. 

· Our chemical manufacturing operation is located at Eastman Business Park, a 1200-acre “city within a city” in Rochester, NY which is uniquely suited for chemical development and production. To support pharmaceutical manufacturing and distribution, the Park offers built-in, cost-efficient utilities (including an on-site 117 MW power plant and access to a 2,400 gallon-per-minute de-mineralized water supply), and convenient access to transportation (including 13 miles of rail track within the Park and close proximity to the interstate highway system and an international airport).

· The new Kodak chemicals operation will create over 300 jobs in Rochester, NY and between 30 and 50 in Minnesota. 



Jim Continenza quote:

“Kodak is proud to be a part of strengthening America’s self-sufficiency in producing the key pharmaceutical ingredients we need to keep our citizens safe,” said Kodak Executive Chairman Jim Continenza. “By leveraging our vast infrastructure, deep expertise in chemicals manufacturing, and heritage of innovation and quality, Kodak will play a critical role in the return of a reliable American pharmaceutical supply chain.”
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From: Bell, Olivia (OEA)
To: Goldbarg, Denisse; Burke, Amanda (OEA); Meiners, Molly (OEA); Allen, Laura (OEA); Bulgrin, Julie; Baitel,

Rachael (FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: RE: Update on Planning for DFC/Kodak Event
Date: Saturday, July 25, 2020 10:48:46 AM
Attachments: Event Media Advisory_Kodak_7.24.20.docx

Denisse –
 
Thanks so much for re-sharing these items in one place and for your team’s continued support.
Please find a draft media advisory attached (with placeholders for a couple logistical items that
Kodak will have to add). We’ll share a draft press release soonest.
 
Many thanks again,
 
Olivia
 
 
 
Olivia Bell
Office of External Affairs
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, DC 20527 
o. +  | m. +  | 
 
Investing in Development | dfc.gov
 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 7:02 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Re: Update on Planning for DFC/Kodak Event
 

Warning: External
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To ensure everyone has all of the information, I have attached 3 several files.
 

1. Photo of the Kodak theater where the signing will take place
2. Floor plan of the Kodak theater
3. Kodak talking points and quote from CEO Jim Continenza.

To come later today:  updated run of show including the tour of the facility.
 
Whats missing:
 

1. Draft of media advisory 
2. Final confirmation of number of attendees -- currently at 8
3. Kodak guest list

 
In parallel we are working on signage and AV requirements.  If you have additoinal specific
requirements please let us know 
 
 



From: Goldbarg, Denisse
To: Bell, Olivia (OEA); Burke, Amanda (OEA); Meiners, Molly (OEA); Allen, Laura (OEA); Bulgrin, Julie; Baitel, Rachael

(FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: Run of Show
Date: Saturday, July 25, 2020 10:54:07 AM
Attachments: Run of Show 072820 DFC-Kodak v1.doc

Warning: External

All:  Attached and copied below is a first draft of the complete run of show.  I have
highlighted in yellow those items that are still open.  Key open items are arrival time for
the tour and number of guests.  Please let us know your thoughts.  

Kodak  Facilities Tour 
Starts at Kodak Center:  200 W Ridge Rd, Rochester, NY 14615 

Date:  June 28, 2020 at XX:00 
 
Flow of Tour for Tuesday, July 28 
0:00 --- Leave Kodak Center (address above) on bus (es); discuss aspects of Eastman Business
Park along the trip to Syn Chem 
0:10 --- Arrive Eastman Business Park West, assemble inside, and put on safety gear
(hard hats, safety glasses, lab coats):  Note: cell phones and other electronic devices must be
turned off or left at secure location 
0:15 --- Begin tour of chemical mfg site with focus on which will become part of the
pharma SPV 
0:35 --- Return to CR and leave safety gear; retrieve phones 
0:40 --- Leave for Kodak Research Labs; more discussion on aspects of Eastman Business
Park 
0:48 --- Arrive Kodak Research Labs; begin tour with focus on labs/space for Center of
Excellence, test reagents and the Analytical labs and capability. 
1:05 --- return to bus, depart for Kodak Center 
1:15 --- arrive at Kodak Center 
1:20 --- assemble inside theater 
 
Government Participants:  8+ - TBD 
 
Kodak Participants: 
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On Bus: Terry Taber, Jim Continenza 
At  Nagraj Bokinkere 
At KRL: Kevin Williams 
 

Kodak-DFC Signing Ceremony 
Signing Event Scenario 

 
 
 
Location:                    Kodak Center 

200 W Ridge Rd, Rochester, NY 14615 
 
Speakers:                    Adam Boehler, Chief Executive Officer, U.S. International Development
Finance Corporation 

Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
Denisse Goldbarg Chief Marketing Officer, Kodak (Moderator) 

 
Signing:                      Adam Boehler, CEO, U.S. International Development Finance Corporation 

Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
 
Attendees:                   TBD 

Press 
 
00:00   Goldbarg gives welcoming remarks and introduces Boehler and Continenza  
00:01   Boehler and Continenza take seats at signing table  
00:02   Boehler and Continenza sign official documents  
00:03   Signatories shake hands with one another while seated then stand (Photo-op) 
00:04   Goldbarg invites Continenza to the podium  
00:05   Continenza makes brief remarks 
00:10   Goldbarg invites Boehler to the podium  
00:11   Boehler makes brief remarks 
00:16   Boehler introduces live video message from President Trump 
00:17   President Trump delivers remarks 
00:22   Goldbarg opens the event up to questions from reporters 
00:32   Boehler and Continenza respond to questions 
00:33   Goldbarg closes the event 
00:35   Ceremony conclude     
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From: Bell, Olivia (OEA)
To: Goldbarg, Denisse; Burke, Amanda (OEA); Meiners, Molly (OEA); Allen, Laura (OEA); Bulgrin, Julie; Baitel,

Rachael (FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: RE: Update on Planning for DFC/Kodak Event
Date: Saturday, July 25, 2020 10:56:58 AM

Makes sense. We defer to you on those logistical details.
 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 10:55 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Re: Update on Planning for DFC/Kodak Event
 
Olivia I will review in detail but one item to note is the event is taking place at the Kodak
Center. On the run of show I just shared the address is there.  Think it makes sense to use that
address unless anyone objects.
 
dg
 

From: Bell, Olivia (OEA) <
Sent: Saturday, July 25, 2020 10:48 AM
To: Goldbarg, Denisse <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen, Laura (OEA)
<  Bulgrin, Julie <  Baitel, Rachael (FO)
<  Continenza, James V <  Horstman, John H.
EOP/WHO <  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO <

 <  Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   <
Glaccum, David (FO) <  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: RE: Update on Planning for DFC/Kodak Event
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NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Denisse –

 

Thanks so much for re-sharing these items in one place and for your team’s continued support.
Please find a draft media advisory attached (with placeholders for a couple logistical items that
Kodak will have to add). We’ll share a draft press release soonest.

 

Many thanks again,

 

Olivia

 

 

 

Olivia Bell

Office of External Affairs

U.S. International Development Finance Corporation (DFC)

1100 New York Avenue Northwest | Washington, DC 20527 

o. +  | m. +  | 

 

Investing in Development | dfc.gov

 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 7:02 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
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https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.dfc.gov%2F&data=02%7C01%7COlivia.Bell%40dfc.gov%7C36f22dcaa02040caf76208d830aabbef%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637312857153487080&sdata=lRfoGeWyNRyEUzUyoiWEmEY1AFvpFEM%2BAAI5G2vNVoM%3D&reserved=0


<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Re: Update on Planning for DFC/Kodak Event

 

Warning: External

 

To ensure everyone has all of the information, I have attached 3 several files.

 

1. Photo of the Kodak theater where the signing will take place
2. Floor plan of the Kodak theater
3. Kodak talking points and quote from CEO Jim Continenza.

To come later today:  updated run of show including the tour of the facility.
 
Whats missing:
 

1. Draft of media advisory 
2. Final confirmation of number of attendees -- currently at 8
3. Kodak guest list

 
In parallel we are working on signage and AV requirements.  If you have additoinal specific
requirements please let us know 
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From: Burke, Amanda (OEA)
To: Goldbarg, Denisse; Bell, Olivia (OEA); Meiners, Molly (OEA); Allen, Laura (OEA); Bulgrin, Julie; Baitel, Rachael

(FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: RE: Run of Show
Date: Saturday, July 25, 2020 1:07:31 PM
Attachments: Run of Show 072820 DFC-Kodak 07252020 1pm version.doc

Thanks, Denisse. I made a few updates on the ceremony portion. Looking at the arrival time and the
ceremony start time, we may need to trim back the factory tour to 45 mins. Is that possible?
 
Thanks,
 
Amanda
 
 
 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 10:52 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Run of Show
 

Warning: External

All:  Attached and copied below is a first draft of the complete run of show.  I have
highlighted in yellow those items that are still open.  Key open items are arrival time for
the tour and number of guests.  Please let us know your thoughts.  

 
 
 
 
 
 

Kodak  Facilities Tour 
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Starts at Kodak Center:  200 W Ridge Rd, Rochester, NY 14615 
Date:  June 28, 2020 at XX:00 

 
Flow of Tour for Tuesday, July 28 
0:00 --- Leave Kodak Center (address above) on bus (es); discuss aspects of Eastman Business
Park along the trip to Syn Chem 
0:10 --- Arrive , Eastman Business Park West, assemble inside, and put on safety gear
(hard hats, safety glasses, lab coats):  Note: cell phones and other electronic devices must be
turned off or left at secure location 
0:15 --- Begin tour of chemical mfg site with focus on which will become part of the
pharma SPV 
0:35 --- Return to CR and leave safety gear; retrieve phones 
0:40 --- Leave  for Kodak Research Labs; more discussion on aspects of Eastman Business
Park 
0:48 --- Arrive Kodak Research Labs; begin tour with focus on labs/space for Center of
Excellence, test reagents and the Analytical labs and capability. 
1:05 --- return to bus, depart for Kodak Center 
1:15 --- arrive at Kodak Center 
1:20 --- assemble inside theater 
 
Government Participants:  8+ - TBD 
 
Kodak Participants: 
On Bus: Terry Taber, Jim Continenza 
At : Nagraj Bokinkere 
At KRL: Kevin Williams 
 

Kodak-DFC Signing Ceremony 
Signing Event Scenario 

 
 
 
Location:                     Kodak Center 

200 W Ridge Rd, Rochester, NY 14615 
 
Speakers:                     Adam Boehler, Chief Executive Officer, U.S. International Development
Finance Corporation 

Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
Denisse Goldbarg Chief Marketing Officer, Kodak (Moderator) 

 
Signing:                       Adam Boehler, CEO, U.S. International Development Finance Corporation 

(b) (4)

(b) (4)

(b) (4)

(b) (4)



Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
 
Attendees:                   TBD 

Press 
 
00:00   Goldbarg gives welcoming remarks and introduces Boehler and Continenza  
00:01   Boehler and Continenza take seats at signing table  
00:02   Boehler and Continenza sign official documents  
00:03   Signatories shake hands with one another while seated then stand (Photo-op) 
00:04   Goldbarg invites Continenza to the podium  
00:05   Continenza makes brief remarks 
00:10   Goldbarg invites Boehler to the podium  
00:11   Boehler makes brief remarks 
00:16   Boehler introduces live video message from President Trump 
00:17   President Trump delivers remarks 
00:22   Goldbarg opens the event up to questions from reporters 
00:32   Boehler and Continenza respond to questions 
00:33   Goldbarg closes the event 
00:35   Ceremony conclude     
 



From: Goldbarg, Denisse
To: Burke, Amanda (OEA); Bell, Olivia (OEA); Meiners, Molly (OEA); Allen, Laura (OEA); Bulgrin, Julie; Baitel, Rachael

(FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: Re: Run of Show
Date: Saturday, July 25, 2020 1:28:33 PM

I will go back and ask the team.  dg

From: Burke, Amanda (OEA) <
Sent: Saturday, July 25, 2020 1:07 PM
To: Goldbarg, Denisse <  Bell, Olivia (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<  
<  Morgenstern, Brian R. EOP/WHO
<  Benedict, Samantha <

 <  Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: RE: Run of Show
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.
Thanks, Denisse. I made a few updates on the ceremony portion. Looking at the arrival time and the
ceremony start time, we may need to trim back the factory tour to 45 mins. Is that possible?
 
Thanks,
 
Amanda
 
 
 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 10:52 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
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<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Run of Show
 

Warning: External

All:  Attached and copied below is a first draft of the complete run of show.  I have
highlighted in yellow those items that are still open.  Key open items are arrival time for
the tour and number of guests.  Please let us know your thoughts.  

 
 
 
 
 
 

Kodak  Facilities Tour 
Starts at Kodak Center:  200 W Ridge Rd, Rochester, NY 14615 

Date:  June 28, 2020 at XX:00 
 
Flow of Tour for Tuesday, July 28 
0:00 --- Leave Kodak Center (address above) on bus (es); discuss aspects of Eastman Business
Park along the trip to Syn Chem 
0:10 --- Arrive , Eastman Business Park West, assemble inside, and put on safety gear
(hard hats, safety glasses, lab coats):  Note: cell phones and other electronic devices must be
turned off or left at secure location 
0:15 --- Begin tour of chemical mfg site with focus on  which will become part of the
pharma SPV 
0:35 --- Return to CR and leave safety gear; retrieve phones 
0:40 --- Leave  for Kodak Research Labs; more discussion on aspects of Eastman Business
Park 
0:48 --- Arrive Kodak Research Labs; begin tour with focus on labs/space for Center of
Excellence, test reagents and the Analytical labs and capability. 
1:05 --- return to bus, depart for Kodak Center 
1:15 --- arrive at Kodak Center 
1:20 --- assemble inside theater 
 
Government Participants:  8+ - TBD 
 
Kodak Participants: 
On Bus: Terry Taber, Jim Continenza 
At : Nagraj Bokinkere 
At KRL: Kevin Williams 
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Kodak-DFC Signing Ceremony 

Signing Event Scenario 
 
 
 
Location:                     Kodak Center 

200 W Ridge Rd, Rochester, NY 14615 
 
Speakers:                     Adam Boehler, Chief Executive Officer, U.S. International Development
Finance Corporation 

Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
Denisse Goldbarg Chief Marketing Officer, Kodak (Moderator) 

 
Signing:                       Adam Boehler, CEO, U.S. International Development Finance Corporation 

Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
 
Attendees:                   TBD 

Press 
 

00:00   Goldbarg gives welcoming remarks and introduces Boehler and Continenza  
00:01   Boehler and Continenza take seats at signing table  
00:02   Boehler and Continenza sign official documents  
00:03   Signatories shake hands with one another while seated then stand (Photo-op) 
00:04   Goldbarg invites Continenza to the podium  
00:05   Continenza makes brief remarks 
00:10   Goldbarg invites Boehler to the podium  
00:11   Boehler makes brief remarks 
00:16   Boehler introduces live video message from President Trump 
00:17   President Trump delivers remarks 
00:22   Goldbarg opens the event up to questions from reporters 
00:32   Boehler and Continenza respond to questions 
00:33   Goldbarg closes the event 
00:35   Ceremony conclude     
 



From: Goldbarg, Denisse
To: Bell, Olivia (OEA); Burke, Amanda (OEA); Meiners, Molly (OEA); Allen, Laura (OEA); Bulgrin, Julie; Baitel, Rachael

(FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: Re: Update on Planning for DFC/Kodak Event
Date: Sunday, July 26, 2020 10:15:35 AM

Any update on the timing of receiving the press release?  dg

From: Bell, Olivia (OEA) <
Sent: Saturday, July 25, 2020 10:48 AM
To: Goldbarg, Denisse <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen, Laura (OEA)
<  Bulgrin, Julie <  Baitel, Rachael (FO)
<  Continenza, James V <  Horstman, John H.
EOP/WHO <  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO <

 <  Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   <
Glaccum, David (FO) <  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: RE: Update on Planning for DFC/Kodak Event
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.
Denisse –
 
Thanks so much for re-sharing these items in one place and for your team’s continued support.
Please find a draft media advisory attached (with placeholders for a couple logistical items that
Kodak will have to add). We’ll share a draft press release soonest.
 
Many thanks again,
 
Olivia
 
 
 
Olivia Bell
Office of External Affairs
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, DC 20527 
o. +  | m. +  | 
 
Investing in Development | dfc.gov
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https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.dfc.gov%2F&data=02%7C01%7CDavid.Glaccum%40dfc.gov%7C5ab6d0a928c34ce5777608d8316e5afa%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637313697344258491&sdata=5U9TjRSmil0PjFwxGbChKWRCR96k6BBnoyM3aeKfxTY%3D&reserved=0


From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 7:02 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Re: Update on Planning for DFC/Kodak Event
 

Warning: External

 
To ensure everyone has all of the information, I have attached 3 several files.
 

1. Photo of the Kodak theater where the signing will take place
2. Floor plan of the Kodak theater
3. Kodak talking points and quote from CEO Jim Continenza.

To come later today:  updated run of show including the tour of the facility.
 
Whats missing:
 

1. Draft of media advisory 
2. Final confirmation of number of attendees -- currently at 8
3. Kodak guest list

 
In parallel we are working on signage and AV requirements.  If you have additoinal specific
requirements please let us know 
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From: Allen, Laura (OEA)
To: Goldbarg, Denisse; Bell, Olivia (OEA); Burke, Amanda (OEA); Meiners, Molly (OEA); Bulgrin, Julie; Baitel, Rachael

(FO); Continenza, James V; Horstman, John H. EOP/WHO; Farah, Alyssa A. EOP/WHO; Daravi, Roma S.
EOP/WHO;  Morgenstern, Brian R. EOP/WHO; Benedict, Samantha;

 Glaccum, David (FO); Allal, Alale; 
Cc: Jaeckel, Kurt; Ramplin, Meagan R
Subject: Final media advisory-- 11am tomorrow
Date: Sunday, July 26, 2020 7:33:52 PM
Attachments: Event Media Advisory_Kodak_7.26.2020 v6.docx

All- flagging the final media advisory. Please see attached (and note that Governor Cuomo’s staff
prefers to advise his participation to the press on Tuesday so he is not included in this advisory).
 
Denisse will send out the advisory at 11am tomorrow morning; DFC will then share it with our press
list.
 
Let us know if you have any questions before tomorrow.
 
Many thanks,
 
Laura Allen
Press Secretary
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, D.C. 20527 
m. +  | 
 
 
 

From: Goldbarg, Denisse <  
Sent: Sunday, July 26, 2020 10:15 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Re: Update on Planning for DFC/Kodak Event
 
Any update on the timing of receiving the press release?  dg

From: Bell, Olivia (OEA) <
Sent: Saturday, July 25, 2020 10:48 AM
To: Goldbarg, Denisse <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen, Laura (OEA)
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<  Bulgrin, Julie <  Baitel, Rachael (FO)
<  Continenza, James V <  Horstman, John H.
EOP/WHO <  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO <

 <  Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   <
Glaccum, David (FO) <  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: RE: Update on Planning for DFC/Kodak Event
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Denisse –
 
Thanks so much for re-sharing these items in one place and for your team’s continued support.
Please find a draft media advisory attached (with placeholders for a couple logistical items that
Kodak will have to add). We’ll share a draft press release soonest.
 
Many thanks again,
 
Olivia
 
 
 
Olivia Bell
Office of External Affairs
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, DC 20527 
o. +  | m. +  | 
 
Investing in Development | dfc.gov
 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 7:02 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Allen, Laura (OEA) <  Bulgrin,
Julie <  Baitel, Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO <
Farah, Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
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https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.dfc.gov%2F&data=02%7C01%7CLaura.Allen%40dfc.gov%7Cb14ab4aa5e914de80c1308d8316e5b8e%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637313697361452921&sdata=JVstgJ20tKZ4RiheEXT5ajKSUo9y2wJR4oNLzWbfcKE%3D&reserved=0


Cc: Jaeckel, Kurt <  Ramplin, Meagan R <
Subject: Re: Update on Planning for DFC/Kodak Event
 

Warning: External

 
To ensure everyone has all of the information, I have attached 3 several files.
 

1. Photo of the Kodak theater where the signing will take place
2. Floor plan of the Kodak theater
3. Kodak talking points and quote from CEO Jim Continenza.

To come later today:  updated run of show including the tour of the facility.
 
Whats missing:
 

1. Draft of media advisory 
2. Final confirmation of number of attendees -- currently at 8
3. Kodak guest list

 
In parallel we are working on signage and AV requirements.  If you have additoinal specific
requirements please let us know 
 
 

(b) (6) (b) (6)



From: Goldbarg, Denisse
To: Horstman, John H. EOP/WHO; Allen, Laura (OEA)
Cc: Bell, Olivia (OEA); Burke, Amanda (OEA); Meiners, Molly (OEA); Bulgrin, Julie; Baitel, Rachael (FO); Continenza,

James V; Farah, Alyssa A. EOP/WHO; Daravi, Roma S. EOP/WHO; 
Morgenstern, Brian R. EOP/WHO; Benedict, Samantha; Smith, Steven M. EOP/WHO; Glaccum, David (FO); Allal,
Alale; Beckham, Hilton S. EOP/WHO; Jaeckel, Kurt; Ramplin, Meagan R

Subject: Re: Final media advisory-- 11am tomorrow
Date: Sunday, July 26, 2020 7:52:44 PM
Attachments: Event Media Advisory_Kodak_7.26.2020 FINAL.docx

All:

Attached is the final media advisory - I made an additional modification -- Jim's title is
Executive Chairman and CEO.

As stated earlier, Kodak will send to local press contacts at 11am EST.

Please let us know if you have any questions.  dg

From: Horstman, John H. EOP/WHO <
Sent: Sunday, July 26, 2020 7:36 PM
To: Allen, Laura (OEA) <
Cc: Goldbarg, Denisse <  Bell, Olivia (OEA) <
Burke, Amanda (OEA) <  Meiners, Molly (OEA) <
Bulgrin, Julie <  Baitel, Rachael (FO) <  Continenza,
James V <  Farah, Alyssa A. EOP/WHO <
Daravi, Roma S. EOP/WHO <  
<  Morgenstern, Brian R. EOP/WHO
<  Benedict, Samantha <  Smith,
Steven M. EOP/WHO <  Glaccum, David (FO)
<  Allal, Alale <  Beckham, Hilton S. EOP/WHO
<  Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: Re: Final media advisory-- 11am tomorrow
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.
Please BCC Hilton and I and we will share with our NY list.

Sent from my iPhone

On Jul 26, 2020, at 7:34 PM, Allen, Laura (OEA) <  wrote:


All- flagging the final media advisory. Please see attached (and note that Governor
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Cuomo’s staff prefers to advise his participation to the press on Tuesday so he is not
included in this advisory).
 
Denisse will send out the advisory at 11am tomorrow morning; DFC will then share it
with our press list.
 
Let us know if you have any questions before tomorrow.
 
Many thanks,
 
Laura Allen
Press Secretary
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, D.C. 20527 
m. +  | 
 
 
 

From: Goldbarg, Denisse <  
Sent: Sunday, July 26, 2020 10:15 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO
<  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO
<   Morgenstern,
Brian R. EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: Re: Update on Planning for DFC/Kodak Event
 
Any update on the timing of receiving the press release?  dg

From: Bell, Olivia (OEA) <
Sent: Saturday, July 25, 2020 10:48 AM
To: Goldbarg, Denisse <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO
<  Farah, Alyssa A. EOP/WHO
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<  Daravi, Roma S. EOP/WHO
<  
<  Morgenstern, Brian R. EOP/WHO
<  Benedict, Samantha
<  
<  Glaccum, David (FO) <
Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: RE: Update on Planning for DFC/Kodak Event
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know
the sender and content are safe.
Denisse –
 
Thanks so much for re-sharing these items in one place and for your team’s continued
support. Please find a draft media advisory attached (with placeholders for a couple
logistical items that Kodak will have to add). We’ll share a draft press release soonest.
 
Many thanks again,
 
Olivia
 
 
 
Olivia Bell
Office of External Affairs
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, DC 20527 
o. +  | m. +  | 
 
Investing in Development | dfc.gov
 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 7:02 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO
<  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO
<   Morgenstern,
Brian R. EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
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Cc: Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: Re: Update on Planning for DFC/Kodak Event
 

Warning: External

 
To ensure everyone has all of the information, I have attached 3 several files.
 

1. Photo of the Kodak theater where the signing will take place
2. Floor plan of the Kodak theater
3. Kodak talking points and quote from CEO Jim Continenza.

To come later today:  updated run of show including the tour of the facility.
 
Whats missing:
 

1. Draft of media advisory 
2. Final confirmation of number of attendees -- currently at 8
3. Kodak guest list

 
In parallel we are working on signage and AV requirements.  If you have additoinal
specific requirements please let us know 
 
 
<Event Media Advisory_Kodak_7.26.2020 v6.docx>
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From: Burke, Amanda (OEA)
To: Goldbarg, Denisse; Vincent Esposito (esd.ny.gov); Baitel, Rachael (FO); Glaccum, David (FO); Thomas, Erin CIV

SD
Cc: Bell, Olivia (OEA); Meiners, Molly (OEA); Allen, Laura (OEA)
Subject: Tues. Run of Show
Date: Sunday, July 26, 2020 8:24:56 PM
Attachments: Run of Show 072820 DFC-Kodak 07262020 830 pm version.doc

Folks,
 
Good meeting you guys today. Here is the latest run of show.
 
Best,
 
Amanda
 
 
Amanda M. Burke
Deputy Vice President of External Affairs
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, DC 20527
o. +  | m. +  | 
 
Investing in Development | dfc.gov
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From: Allen, Laura (OEA)
To: Goldbarg, Denisse; Horstman, John H. EOP/WHO
Cc: Bell, Olivia (OEA); Burke, Amanda (OEA); Meiners, Molly (OEA); Bulgrin, Julie; Baitel, Rachael (FO); Continenza,

James V; Farah, Alyssa A. EOP/WHO; Daravi, Roma S. EOP/WHO; 
Morgenstern, Brian R. EOP/WHO; Benedict, Samantha; Smith, Steven M. EOP/WHO; Glaccum, David (FO); Allal,
Alale; Beckham, Hilton S. EOP/WHO; Jaeckel, Kurt; Ramplin, Meagan R

Subject: RE: Final media advisory-- 11am tomorrow
Date: Sunday, July 26, 2020 9:56:51 PM
Attachments: Event Media Advisory_Kodak_7.26.2020 FINAL_updated.docx

All- one final update to the time on the advisory—John, we’ll cc you and Hilton when it goes out
from DFC and also flag it for this chain so it can be shared with your lists.
 
Many thanks,
 
Laura Allen
Press Secretary
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, D.C. 20527 
m. +  | 
 
 
 

From: Goldbarg, Denisse <  
Sent: Sunday, July 26, 2020 7:52 PM
To: Horstman, John H. EOP/WHO <  Allen, Laura (OEA)
<
Cc: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V <  Farah,
Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<  Smith, Steven M. EOP/WHO <
Glaccum, David (FO) <  Allal, Alale <  Beckham, Hilton
S. EOP/WHO <  Jaeckel, Kurt <
Ramplin, Meagan R <
Subject: Re: Final media advisory-- 11am tomorrow
 
All:
 
Attached is the final media advisory - I made an additional modification -- Jim's title is
Executive Chairman and CEO.
 
As stated earlier, Kodak will send to local press contacts at 11am EST.
 
Please let us know if you have any questions.  dg
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From: Horstman, John H. EOP/WHO <
Sent: Sunday, July 26, 2020 7:36 PM
To: Allen, Laura (OEA) <
Cc: Goldbarg, Denisse <  Bell, Olivia (OEA) <
Burke, Amanda (OEA) <  Meiners, Molly (OEA) <
Bulgrin, Julie <  Baitel, Rachael (FO) <  Continenza,
James V <  Farah, Alyssa A. EOP/WHO <
Daravi, Roma S. EOP/WHO <  
<  Morgenstern, Brian R. EOP/WHO
<  Benedict, Samantha <  Smith,
Steven M. EOP/WHO <  Glaccum, David (FO)
<  Allal, Alale <  Beckham, Hilton S. EOP/WHO
<  Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: Re: Final media advisory-- 11am tomorrow
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Please BCC Hilton and I and we will share with our NY list.

Sent from my iPhone

On Jul 26, 2020, at 7:34 PM, Allen, Laura (OEA) <  wrote:


All- flagging the final media advisory. Please see attached (and note that Governor
Cuomo’s staff prefers to advise his participation to the press on Tuesday so he is not
included in this advisory).
 
Denisse will send out the advisory at 11am tomorrow morning; DFC will then share it
with our press list.
 
Let us know if you have any questions before tomorrow.
 
Many thanks,
 
Laura Allen
Press Secretary
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, D.C. 20527 
m. +  | (b) (6)
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From: Goldbarg, Denisse <  
Sent: Sunday, July 26, 2020 10:15 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO
<  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO
<   Morgenstern,
Brian R. EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: Re: Update on Planning for DFC/Kodak Event
 
Any update on the timing of receiving the press release?  dg

From: Bell, Olivia (OEA) <
Sent: Saturday, July 25, 2020 10:48 AM
To: Goldbarg, Denisse <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO
<  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO
<  
<  Morgenstern, Brian R. EOP/WHO
<  Benedict, Samantha
<  
<  Glaccum, David (FO) <
Allal, Alale <
Cc: Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: RE: Update on Planning for DFC/Kodak Event
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know
the sender and content are safe.
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Denisse –

 

Thanks so much for re-sharing these items in one place and for your team’s continued
support. Please find a draft media advisory attached (with placeholders for a couple
logistical items that Kodak will have to add). We’ll share a draft press release soonest.

 

Many thanks again,

 

Olivia

 

 

 

Olivia Bell

Office of External Affairs

U.S. International Development Finance Corporation (DFC)

1100 New York Avenue Northwest | Washington, DC 20527 

o. +  | m. +  | 

 

Investing in Development | dfc.gov

 

From: Goldbarg, Denisse <  
Sent: Saturday, July 25, 2020 7:02 AM
To: Bell, Olivia (OEA) <  Burke, Amanda (OEA)
<  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V
<  Horstman, John H. EOP/WHO
<  Farah, Alyssa A. EOP/WHO
<  Daravi, Roma S. EOP/WHO
<   Morgenstern,
Brian R. EOP/WHO <  Benedict, Samantha
<   Glaccum, David (FO)
<  Allal, Alale <
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Cc: Jaeckel, Kurt <  Ramplin, Meagan R
<
Subject: Re: Update on Planning for DFC/Kodak Event

 

Warning: External

 

To ensure everyone has all of the information, I have attached 3 several files.

 

1. Photo of the Kodak theater where the signing will take place
2. Floor plan of the Kodak theater
3. Kodak talking points and quote from CEO Jim Continenza.

To come later today:  updated run of show including the tour of the facility.
 
Whats missing:
 

1. Draft of media advisory 
2. Final confirmation of number of attendees -- currently at 8
3. Kodak guest list

 
In parallel we are working on signage and AV requirements.  If you have additoinal
specific requirements please let us know 
 
 
<Event Media Advisory_Kodak_7.26.2020 v6.docx>
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From: Goldbarg, Denisse
To: Burke, Amanda (OEA)
Cc: Vincent Esposito (esd.ny.gov); Baitel, Rachael (FO); Glaccum, David (FO); Thomas, Erin CIV SD; Bell, Olivia

(OEA); Meiners, Molly (OEA); Allen, Laura (OEA)
Subject: Re: Tues. Run of Show
Date: Monday, July 27, 2020 6:30:19 AM

Thank you -- I ask because it will determine how many Kodak employees we can invite.

dg

From: Burke, Amanda (OEA) <
Sent: Monday, July 27, 2020 4:09 AM
To: Goldbarg, Denisse <
Cc: Vincent Esposito (esd.ny.gov) <  Baitel, Rachael (FO)
<  Glaccum, David (FO) <  Thomas, Erin CIV SD
<  Bell, Olivia (OEA) <  Meiners, Molly (OEA)
<  Allen, Laura (OEA) <
Subject: Re: Tues. Run of Show
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.
With speakers, staff, security, and a few others, we may be at 30-ish.

.................................................................................
Amanda M. Burke
Deputy Vice President of External Affairs
U.S. International Development Finance Corporation

Visit us at www.dfc.gov 

On Jul 26, 2020, at 23:07, Goldbarg, Denisse <
wrote:


Warning: External

Do you have a total number at attendees at the Kodak Center?  dg

From: Burke, Amanda (OEA) <
Sent: Sunday, July 26, 2020 8:23 PM
To: Goldbarg, Denisse <  Vincent Esposito (esd.ny.gov)
<  Baitel, Rachael (FO) <
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Glaccum, David (FO) <  Thomas, Erin CIV SD
<
Cc: Bell, Olivia (OEA) <  Meiners, Molly (OEA)
<  Allen, Laura (OEA) <
Subject: Tues. Run of Show
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know
the sender and content are safe.
Folks,
 
Good meeting you guys today. Here is the latest run of show.
 
Best,
 
Amanda
 
 
Amanda M. Burke
Deputy Vice President of External Affairs
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, DC 20527
o. +  | m. +  | 
 
Investing in Development | dfc.gov
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https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.dfc.gov%2F&data=02%7C01%7CDavid.Glaccum%40dfc.gov%7C4ceac9a8c4da440919dc08d832180db4%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637314426188642182&sdata=LQzJhhrvaZYvZ52tUpZeDCyCbhCLjJMzOEo7hrVbsN4%3D&reserved=0


From: Burke, Amanda (OEA)
To: Esposito, Vincent (ESD); "Goldbarg, Denisse"; Baitel, Rachael (FO); Glaccum, David (FO); "Thomas, Erin CIV SD"
Cc: Bell, Olivia (OEA); Meiners, Molly (OEA); Allen, Laura (OEA)
Subject: RE: Tues. Run of Show
Date: Monday, July 27, 2020 8:52:56 AM

Yes, he will mention it in his remarks.
 

From: Esposito, Vincent (ESD) <  
Sent: Monday, July 27, 2020 8:09 AM
To: Burke, Amanda (OEA) <  'Goldbarg, Denisse'
<  Baitel, Rachael (FO) <  Glaccum, David
(FO) <  'Thomas, Erin CIV SD' <
Cc: Bell, Olivia (OEA) <  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <
Subject: RE: Tues. Run of Show
 
Thanks Amanda. With the new program order, can you confirm that Adam B will announce the DFC-
Kodak loan before Gov Cuomo speaks? Thanks, -Vinnie
 
 

From: Burke, Amanda (OEA) <  
Sent: Sunday, July 26, 2020 8:24 PM
To: Goldbarg, Denisse <  Esposito, Vincent (ESD)
<  Baitel, Rachael (FO) <  Glaccum, David (FO)
<  Thomas, Erin CIV SD <
Cc: Bell, Olivia (OEA) <  Meiners, Molly (OEA) <  Allen,
Laura (OEA) <
Subject: Tues. Run of Show
 

ATTENTION: This email came from an external source. Do not open attachments or click on links from
unknown senders or unexpected emails.

Folks,
 
Good meeting you guys today. Here is the latest run of show.
 
Best,
 
Amanda
 
 
Amanda M. Burke
Deputy Vice President of External Affairs
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, DC 20527
o. +  | m. +  | 
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Investing in Development | dfc.gov
 
IMPORTANT: This e-mail message and any attachments contain information intended for the
exclusive use of the individual(s) or entity to whom it is addressed and may contain information that
is proprietary, privileged, confidential and/or exempt from disclosure under applicable law. If you are
not the intended recipient, you are hereby notified that any viewing, copying, disclosure or
distribution of this information may be subject to legal restriction or sanction. Please immediately
notify the sender by electronic mail or notify the System Administrator by telephone 
or e-mail (  and delete the message. Thank you.
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https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fprotect2.fireeye.com%2Fv1%2Furl%3Fk%3Dbd774b7d-e153bd1c-bd75b248-0cc47a6d17e0-ed9dad4994d1e2dd%26q%3D1%26e%3Dd650fc51-a2f0-4801-8daa-2bb2b5423b2c%26u%3Dhttp%253A%252F%252Fwww.dfc.gov%252F&data=02%7C01%7CAmanda.Burke%40dfc.gov%7Cf41df2c1ae50417d7ec608d83225da32%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637314485445146450&sdata=lvcYWkzmuowzRBHrgSidXaP3%2FNhHAjD3AkdGnPu6zJk%3D&reserved=0


From: Olson, Ramin (PO)
To:
Cc: Allal, Alale
Subject: Contact information
Date: Monday, July 27, 2020 11:14:00 AM

Roger,
 
My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

B033

(b) (6)

(b) (6)

(b) (6)

http://www.dfc.gov/


From: Byrd, Roger W
To: Olson, Ramin (PO); Allal, Alale
Cc: Continenza, James V
Subject: Revised Term Sheet
Date: Monday, July 27, 2020 11:34:33 AM
Attachments: image001.png

Kodak Pharmaceuticals Inc. - DFC PF Term Sheet for DPA Loan -Kodak Comments - 7.27.2020 as
Negotiated.docx
Kodak Pharmaceuticals Inc. - DFC PF Term Sheet for DPA Loan -Kodak Comments - 7.27.2020 Marked.docx

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 

B034
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Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Allen, Laura (OEA)
To: Goldbarg, Denisse; Beckham, Hilton S. EOP/WHO; Horstman, John H. EOP/WHO
Cc: Bell, Olivia (OEA); Burke, Amanda (OEA); Meiners, Molly (OEA); Bulgrin, Julie; Baitel, Rachael (FO); Continenza,

James V; Farah, Alyssa A. EOP/WHO; Daravi, Roma S. EOP/WHO; 
Morgenstern, Brian R. EOP/WHO; Benedict, Samantha; Smith, Steven M. EOP/WHO; Glaccum, David (FO); Allal,
Alale; Jaeckel, Kurt; Ramplin, Meagan R

Subject: RE: Final media advisory-- 11am tomorrow
Date: Monday, July 27, 2020 11:46:04 AM
Attachments: image001.png

Great-- Thank you, Denisse. We are forwarding to our list now.
 
Laura Allen
Press Secretary
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue Northwest | Washington, D.C. 20527 
m. +  | 
 
 
 

From: Goldbarg, Denisse <  
Sent: Monday, July 27, 2020 11:44 AM
To: Beckham, Hilton S. EOP/WHO <  Allen, Laura (OEA)
<  Horstman, John H. EOP/WHO <
Cc: Bell, Olivia (OEA) <  Burke, Amanda (OEA) <
Meiners, Molly (OEA) <  Bulgrin, Julie <  Baitel,
Rachael (FO) <  Continenza, James V <  Farah,
Alyssa A. EOP/WHO <  Daravi, Roma S. EOP/WHO
<   Morgenstern, Brian R.
EOP/WHO <  Benedict, Samantha
<  Smith, Steven M. EOP/WHO <
Glaccum, David (FO) <  Allal, Alale <  Jaeckel, Kurt
<  Ramplin, Meagan R <
Subject: Re: Final media advisory-- 11am tomorrow
 

Warning: External

Below is the media alert that went out.  We sent them out individually to each journalist that
was on our list that we provided.
 
Let us know if you have any questions.  dg

 

From: "Wagner, Chelsea R" <
Date: Monday, July 27, 2020 at 11:29 AM
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To: "  <
Subject: MEDIA ALERT: 7/28 @ 4 PM - Kodak, DFC to Announce COVID-19 Manufacturing
Initiative
 
Hi Randy,
 
See below for details on a press event tomorrow, where Kodak Executive Chairman Jim Continenza
and senior U.S. government officials will announce a major manufacturing initiative that will have a
significant impact on Rochester and the American people.
 
 
Please let me know if you plan on attending, or if you have any questions.
 
Thanks! 
Chelsea
 

MEDIA ADVISORY
 
Contact: Chelsea Wagner, PR Manager, Kodak

 
 
For Immediate Release
                                                                       
                                                                                                 

Kodak, DFC to Announce COVID-19 Manufacturing Initiative
 
ROCHESTER, NY, July 27, 2020— Eastman Kodak Company (Kodak) Executive
Chairman and Chief Executive Officer Jim Continenza will be joined by senior government
leaders to unveil a new manufacturing initiative with U.S. International Development Finance
Corporation (DFC) in response to the COVID-19 pandemic.
 
WHO:             Kodak Executive Chairman and Chief Executive Officer Jim Continenza

DFC CEO Adam Boehler
                        Assistant to the President and Director of the Office of Trade and
Manufacturing

Policy Dr. Peter Navarro
                        Deputy Secretary of Defense David Norquist
                        Rear Admiral John Polowczyk
             
WHAT:          Announcement of new manufacturing initiative
 
WHERE:       Kodak Center
                        200 W Ridge Rd, Rochester, NY 14615                             
 
WHEN:          Tuesday, July 28, 2020; 4:00 p.m.; preset time for media cameras is 3:15 p.m.
 
RSVP:            Chelsea Wagner, PR Manager, Kodak

(b) (6)

(b) (6) (b) (6)

(b) (6)



 
Please note: To ensure the safety of our attendees and guests, we ask that you maintain social
distance, wear a face covering and sit only in designated seats in the theatre.
 
 
Chelsea Wagner | PR Manager| WW Communications
Eastman Kodak Company

 |  m 
www.kodak.com
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https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.kodak.com%2F&data=02%7C01%7CLaura.Allen%40dfc.gov%7C863f56aaf81d422743b208d83243e90c%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637314614537635291&sdata=w5wyX3WrLvrHFv3V4w9c3O54%2FgoBLQKRzVj2RBjQ1WY%3D&reserved=0


From: Olson, Ramin (PO)
To: Byrd, Roger W; Allal, Alale
Cc: Continenza, James V; Glaccum, David (FO)
Subject: RE: Revised Term Sheet
Date: Monday, July 27, 2020 1:42:00 PM
Attachments: image001.png

Roger, I’ll check internally and get back to you on which documents will be executable.
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
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Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
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Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Olson, Ramin (PO)
To: Byrd, Roger W; Allal, Alale
Cc: Continenza, James V; Glaccum, David (FO)
Subject: RE: Revised Term Sheet
Date: Monday, July 27, 2020 2:25:00 PM
Attachments: LOI - Kodak v02 (7.27.2020).docx

image001.png

Roger,
As just discussed, please see attached Draft LOI.
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.
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Roger,
 
Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 
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From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Olson, Ramin (PO)
To: Byrd, Roger W
Subject: RE: Revised Term Sheet
Date: Monday, July 27, 2020 2:57:00 PM
Attachments: image001.png

Roger,
 
I called you to follow up on this, but you’re already gone to your meeting.  Please call me if you
would like to discuss.  Thank you.
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Olson, Ramin (PO) 
Sent: Monday, July 27, 2020 2:26 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Roger,
As just discussed, please see attached Draft LOI.
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |
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 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
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It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

(b) (6) (b) (6)

(b) (6)

(b) (6)

(b) (6)

(b) (6)

(b) (6)

(b) (6)

https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.kodak.com%2F&data=02%7C01%7CRamin.Olson%40dfc.gov%7Ca865ba5253834486bcab08d83253c7b7%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637314682715348580&sdata=iVaEGSI1nZvthkQgtOCsAOi27ehwSTXoyHVB0TA0zfw%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.dfc.gov%2F&data=02%7C01%7CRamin.Olson%40dfc.gov%7Ca865ba5253834486bcab08d83253c7b7%7C5c1c8aa797324c2288c5b30c9245f282%7C1%7C0%7C637314682715353559&sdata=0zdKGw4F11mELY6FOXqC3BX3tdXdR8YdyzuCmLAuOnw%3D&reserved=0


From: Olson, Ramin (PO)
To: Byrd, Roger W; Allal, Alale
Cc: Continenza, James V; Glaccum, David (FO)
Subject: RE: Revised Term Sheet
Date: Monday, July 27, 2020 3:30:00 PM
Attachments: image001.png

LOI - Kodak v03 (7.27.2020).docx

Roger,
 
As discussed, please see an updated draft of the LOI referencing the term sheet.  The formatting is
thrown off by the added line, but we will fix that on this end.
 
Please call me if any questions.
 
Regards, 
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
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Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |
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EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Byrd, Roger W
To: Olson, Ramin (PO); Allal, Alale
Cc: Continenza, James V; Glaccum, David (FO)
Subject: RE: Revised Term Sheet
Date: Monday, July 27, 2020 5:39:33 PM
Attachments: image001.png

LOI - Kodak 7.27.2020 RB Comments.docx

Thanks Ramin.  My comments on the letter are reflected in tracked changes in the attached.  I have
not fully vetted this within Kodak, but wanted to get you my input as soon as possible.  It is possible,
but unlikely, that we may have some additional input.  Please let me know if you have any concerns
with my proposed changes.  I am happy to discuss if that would be helpful.  Best,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 3:30 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
As discussed, please see an updated draft of the LOI referencing the term sheet.  The formatting is
thrown off by the added line, but we will fix that on this end.
 
Please call me if any questions.
 
Regards, 
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
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1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
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U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
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My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Olson, Ramin (PO)
To: Byrd, Roger W; Allal, Alale
Cc: Continenza, James V; Glaccum, David (FO); Burke, Amanda (OEA)
Subject: RE: Revised Term Sheet
Date: Monday, July 27, 2020 5:57:00 PM
Attachments: image001.png

LOI - Kodak 7.27.2020 v.FINAL.docx

Roger,
 
As discussed, the final version is attached.  All changes accepted except for the clause at the end of
the first full paragraph. 
 
Regards,
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 5:39 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  My comments on the letter are reflected in tracked changes in the attached.  I have
not fully vetted this within Kodak, but wanted to get you my input as soon as possible.  It is possible,
but unlikely, that we may have some additional input.  Please let me know if you have any concerns
with my proposed changes.  I am happy to discuss if that would be helpful.  Best,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 3:30 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
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Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
As discussed, please see an updated draft of the LOI referencing the term sheet.  The formatting is
thrown off by the added line, but we will fix that on this end.
 
Please call me if any questions.
 
Regards, 
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
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Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |
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EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Byrd, Roger W
To: Olson, Ramin (PO); Allal, Alale
Cc: Continenza, James V; Glaccum, David (FO); Burke, Amanda (OEA)
Subject: RE: Revised Term Sheet
Date: Monday, July 27, 2020 6:22:02 PM
Attachments: image001.png

Thanks Ramin.  This looks fine to me.  I am just trying to connect with Jim to make sure he is ok and
will give final sign-off as soon as I have connected with him.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 5:58 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<  Burke, Amanda (OEA) <
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
As discussed, the final version is attached.  All changes accepted except for the clause at the end of
the first full paragraph. 
 
Regards,
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 5:39 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
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<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  My comments on the letter are reflected in tracked changes in the attached.  I have
not fully vetted this within Kodak, but wanted to get you my input as soon as possible.  It is possible,
but unlikely, that we may have some additional input.  Please let me know if you have any concerns
with my proposed changes.  I am happy to discuss if that would be helpful.  Best,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 3:30 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
As discussed, please see an updated draft of the LOI referencing the term sheet.  The formatting is
thrown off by the added line, but we will fix that on this end.
 
Please call me if any questions.
 
Regards, 
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 
Regards,
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Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Allal, Alale
To: Olson, Ramin (PO); Byrd, Roger W
Cc: Continenza, James V; Glaccum, David (FO); Burke, Amanda (OEA)
Subject: Re: Revised Term Sheet
Date: Monday, July 27, 2020 6:42:02 PM
Attachments: image001.png

Thanks, Roger.  Have a good night. 

Best regards, 

Alale Allal 

Export Finance Director 

Office of International Trade 

U.S. Small Business Administration 

From: Byrd, Roger W <
Sent: Monday, July 27, 2020 6:40:32 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<  Burke, Amanda (OEA) <
Subject: RE: Revised Term Sheet
 

CAUTION - The sender of this message is external to the SBA network. Please use care when
clicking on links and responding with sensitive information. Send suspicious email to

Kodak is fully signed off on the LOI.  Best,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 5:58 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<  Burke, Amanda (OEA) <
Subject: RE: Revised Term Sheet
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NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
As discussed, the final version is attached.  All changes accepted except for the clause at the end of
the first full paragraph. 
 
Regards,
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 5:39 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  My comments on the letter are reflected in tracked changes in the attached.  I have
not fully vetted this within Kodak, but wanted to get you my input as soon as possible.  It is possible,
but unlikely, that we may have some additional input.  Please let me know if you have any concerns
with my proposed changes.  I am happy to discuss if that would be helpful.  Best,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 3:30 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
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NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
As discussed, please see an updated draft of the LOI referencing the term sheet.  The formatting is
thrown off by the added line, but we will fix that on this end.
 
Please call me if any questions.
 
Regards, 
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 1:38 PM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
<
Subject: RE: Revised Term Sheet
 
Thanks Ramin.  Do you have a sense of timing on the draft of the letter of intent?  We will stand by
and review that when it is available.
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |

www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 1:26 PM
To: Byrd, Roger W <  Allal, Alale <
Cc: Continenza, James V <  Glaccum, David (FO)
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<
Subject: RE: Revised Term Sheet
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
Thank you.  This draft looks fine.  I believe the final Term Sheet will be attached to a letter of intent
from us, so no need to turn this into an executable document right now.  Our team will confirm that
and follow up with you on that point later. 
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
 

From: Byrd, Roger W <  
Sent: Monday, July 27, 2020 11:34 AM
To: Olson, Ramin (PO) <  Allal, Alale <
Cc: Continenza, James V <
Subject: Revised Term Sheet
 

Warning: External

Ramin/Alale,
 
It was nice speaking with you (and meeting you Ramin) this morning.  Attached is a revised draft of
the Term Sheet that incorporates our discussion and my subsequent conversation with Alale.  Based
on our discussion of referring to the proxy statement for 10% owners, I removed the ownership
diagram as well.  A cumulative marked copy showing the changes to Ramin’s last draft is also
attached.  Please reach out to me if there are any questions.  I did not convert this into an
executable document—do you contemplate there being a letter to which this will be attached or do
you plan to have this be the actual document that is signed?  Please let me know how you plan to
proceed and if I need to generate anything in that regard.  Thanks,
 
Roger W. Byrd

General Counsel, Secretary & Senior Vice President |

EASTMAN KODAK COMPANY | 343 State Street | Rochester, NY 14650-0208  |

 |  Office |  Mobile |
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www.kodak.com 

 

From: Olson, Ramin (PO) <  
Sent: Monday, July 27, 2020 11:15 AM
To: Byrd, Roger W <
Cc: Allal, Alale <
Subject: Contact information
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Roger,
 
My contact information, FYI, below.
 
Regards,
Ramin
 
Ramin Olson
Office of Strategic Initiatives
U.S. International Development Finance Corporation (DFC)
1100 New York Avenue NW | Washington, DC 20527
c: (+1)  |  | www.dfc.gov
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From: Taber, Terry [Terry] R
To: Allal, Alale
Subject: FW: Business Plan
Date: Monday, July 27, 2020 6:56:55 PM
Attachments: image001.png

Eastman Kodak Company- DFC Application Business Plan June 26.pdf

Warning: External

 
Alale,
 
Here you go….

Terry
 
Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com
 

 
From: Taber, Terry [Terry] R 
Sent: Monday, July 27, 2020 6:04 PM
To: Allal, Alale <
Subject: Business Plan
 
Alale,
Attached is the business plan as you requested.
 
Hope all is well.
 
Best,
 

Terry
 
Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals

B044
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1999 Lake Avenue, Rochester, N.Y. 14650-2210
 |Office:  | Mobile: 

www.kodak.com
 

 
From: Gutkin, Paula J <  
Sent: Monday, July 27, 2020 5:22 PM
To: Taber, Terry [Terry] R <
Subject: Business Plan and Financials
 
This is the business plan and financial model that were submitted.
 
Paula J. Gutkin  |  Managing Director, Corporate Development
Eastman Kodak Company

  | m  (PLEASE NOTE NEW TELEPHONE NUMBER)
www.kodak.com
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From: Allal, Alale
To: Taber, Terry [Terry] R
Subject: Re: Business Plan
Date: Monday, July 27, 2020 7:10:08 PM
Attachments: image001.png

Recieved.  Thanks!

Sent via the Samsung Galaxy Note9, an AT&T 5G Evolution capable smartphone
Get Outlook for Android

From: Taber, Terry [Terry] R <
Sent: Monday, July 27, 2020 6:56:14 PM
To: Allal, Alale <
Subject: FW: Business Plan
 

Warning: External

 
Alale,
 
Here you go….

Terry
 
Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com
 

 

From: Taber, Terry [Terry] R 
Sent: Monday, July 27, 2020 6:04 PM
To: Allal, Alale <
Subject: Business Plan
 
Alale,
Attached is the business plan as you requested.
 
Hope all is well.
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Best,
 

Terry
 
Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com
 

 

From: Gutkin, Paula J <  
Sent: Monday, July 27, 2020 5:22 PM
To: Taber, Terry [Terry] R <
Subject: Business Plan and Financials
 
This is the business plan and financial model that were submitted.
 
Paula J. Gutkin  |  Managing Director, Corporate Development
Eastman Kodak Company

  | m  (PLEASE NOTE NEW TELEPHONE NUMBER)
www.kodak.com
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From: Continenza, James V
To: Glaccum, David (FO)
Cc: Allal, Alale
Subject: Re: Kodak
Date: Tuesday, July 28, 2020 9:19:07 AM

Warning: External

David, I can’t thank you and Allal Enough not just for Kodak I am also Honored to be part of
fixing the pharmaceutical supply chain in America and we couldn’t of done this without you
guys.

Looking forward to meeting you also.

Jim 
This country is so lucky to have a group like the DFC to help bridge government and
businesses to work together.

Get Outlook for iOS

From: Glaccum, David (FO) <
Sent: Tuesday, July 28, 2020 8:32:36 AM
To: Continenza, James V <
Cc: Allal, Alale <
Subject: Kodak
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.

Jim,

Hope you are well.  Great coverage this morning.  I look forward to meeting in person today.
 Thanks for having us up.

Talk soon.

DMG
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From: Glaccum, David (FO)
To: Meiners, Molly (OEA); Goldbarg, Denisse
Subject: Re: Connecting on Process
Date: Tuesday, July 28, 2020 11:40:37 AM

Thanks, Molly.

Denisse - happy to discuss.  

From: Meiners, Molly (OEA) <
Sent: Tuesday, July 28, 2020 11:39:48 AM
To: Glaccum, David (FO) <  Goldbarg, Denisse
<
Subject: Connecting on Process
 
David - I’m connecting you with Denisse, who runs comms and marketing for Kodak. She has
some questions about process (and is getting inbounds from reporters). I sent her the flow
chart + qualifications you created, but it might be helpful if you two can speak directly. 

Get Outlook for iOS
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From: Goldbarg, Denisse
To: Meiners, Molly (OEA)
Cc: Glaccum, David (FO); Allen, Laura (OEA)
Subject: Re: Connecting with Kodak
Date: Thursday, July 30, 2020 3:47:32 PM

Any update -- need to get back to her.  I will reiterate that Kodak has yet to receive the loan
and will use the language you provided below.  dg

From: Meiners, Molly (OEA) <
Sent: Thursday, July 30, 2020 3:13 PM
To: Goldbarg, Denisse <
Cc: Glaccum, David (FO) <  Allen, Laura (OEA) <
Subject: Re: Connecting with Kodak
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know the sender
and content are safe.
Hi Denisse - We have been asked for some specifics around the loan, but largely it isn’t
something we provide at this point in the process. 

David, Laura - believe you were asked about this by Bloomberg yesterday. Any
recommendations on how to handle? 

Also, this could be a good opportunity to remind Rachael that the loan is not
finalized/approved. We signed a letter of interest and the loan is still going through DFC’s
approval process. As we note in the press release:
The LOI that will be signed today indicates Kodak’s successful completion of
DFC’s initial screening and will be followed by standard due diligence
conducted by the agency before financing is formally committed.

Molly Millerwise Meiners
Chief Communications Officer
U.S. International Development Finance Corporation 

Visit us at www.dfc.gov 

On Jul 30, 2020, at 3:02 PM, Goldbarg, Denisse <
wrote:


Warning: External
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Molly:

Rachel is asking for details of the loan.  What is the DFC sharing publicly if
anything?  Has she already asked you?  dg

From: Levy, Rachael <
Sent: Thursday, July 30, 2020 2:59 PM
To: Goldbarg, Denisse <
Subject: Re: Connecting with Kodak
 
NOTICE: External eMail. NEVER enter passwords. Only click links if you know
the sender and content are safe.
Hi Denisse, hope you're well. I just wanted to circle back re: my request for the
loan specifics. Were you able to get them? Thanks so much.

Rachael Levy 
REPORTER

 (Mobile, Signal, WhatsApp)

Read my stories here.
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From: Meiners, Molly (OEA)
To: Goldbarg, Denisse
Cc: Glaccum, David (FO); Allen, Laura (OEA)
Subject: Re: Connecting with Kodak
Date: Thursday, July 30, 2020 4:19:29 PM

Got it. Thanks, Denisse. 

FYI, Rachael just emailed Adam and Navarro asking for an interview on DPA and other
potential projects. No real mention of Kodak in her request. 

Molly Millerwise Meiners
Chief Communications Officer
U.S. International Development Finance Corporation 

Visit us at www.dfc.gov 

On Jul 30, 2020, at 4:04 PM, Goldbarg, Denisse <
wrote:


Thanks all.  I reiterated that we have not received the loan and used the language
from the release release about where we are in the process.  dg

From: Glaccum, David (FO) <
Sent: Thursday, July 30, 2020 3:47 PM
To: Meiners, Molly (OEA) <  Goldbarg, Denisse
<
Cc: Allen, Laura (OEA) <
Subject: Re: Connecting with Kodak
 

NOTICE: External eMail. NEVER enter passwords. Only click links if you know
the sender and content are safe.

Thanks, Molly.  Correct, we have not shared details of the term sheet with anyone
outside of the USG.  Bloomberg even noted in their article that Adam and I would
give them specifics.    

I also wouldnt recommend it because they could change during the remaining
steps of the process, but let us know either way.

From: Meiners, Molly (OEA) <
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Sent: Thursday, July 30, 2020 3:42 PM
To: Goldbarg, Denisse
Cc: Glaccum, David (FO); Allen, Laura (OEA)
Subject: Re: Connecting with Kodak
 
And while it isn’t financials, Rachael could also be pointed to the information we
put out (process, qualifications) as part of our request for proposals: 
https://www.dfc.gov/sites/default/files/media/documents/DFC-DPA-RFP-
06222020_0.pdf

Molly Millerwise Meiners
Chief Communications Officer
U.S. International Development Finance Corporation 

Visit us at www.dfc.gov 

On Jul 30, 2020, at 3:13 PM, Meiners, Molly (OEA)
<  wrote:

 Hi Denisse - We have been asked for some specifics around the loan,
but largely it isn’t something we provide at this point in the process. 

David, Laura - believe you were asked about this by Bloomberg
yesterday. Any recommendations on how to handle? 

Also, this could be a good opportunity to remind Rachael that the
loan is not finalized/approved. We signed a letter of interest and the
loan is still going through DFC’s approval process. As we note in the
press release:
The LOI that will be signed today indicates Kodak’s
successful completion of DFC’s initial screening and will
be followed by standard due diligence conducted by
the agency before financing is formally committed.

Molly Millerwise Meiners
Chief Communications Officer
U.S. International Development Finance Corporation 

Visit us at www.dfc.gov 

On Jul 30, 2020, at 3:02 PM, Goldbarg, Denisse
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<  wrote:



Warning: External

Molly:

Rachel is asking for details of the loan.  What is the DFC
sharing publicly if anything?  Has she already asked you? 
dg

From: Levy, Rachael <
Sent: Thursday, July 30, 2020 2:59 PM
To: Goldbarg, Denisse <
Subject: Re: Connecting with Kodak
 

NOTICE: External eMail. NEVER enter passwords. Only
click links if you know the sender and content are safe.

Hi Denisse, hope you're well. I just wanted to circle back
re: my request for the loan specifics. Were you able to
get them? Thanks so much.

Rachael Levy 
REPORTER

 (Mobile, Signal, WhatsApp)

Read my stories here.
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From: Allal, Alale
To: Taber, Terry [Terry] R; Continenza, James V
Cc: Allal, Alale
Subject: FW: Description and White Papers
Date: Thursday, July 30, 2020 4:37:59 PM
Attachments: image002.png

Final.pdf
pdf

Terry,

Thanks for supplying.  I still need to know the following for these products:

Cost
Timeline for being fully operational
Maximum Production/output
Your financing need and purpose to have the operation necessary to produce

Best regards,

Alale Allal
Export Finance Director, Southeast Region
Office of International Trade  
1919 Smith Street, Ste. 10087
Houston, Texas 77002
U.S. Small Business Administration
Cell 

Home Page | Twitter | Instagram | Facebook | YouTube | LinkedIn | Email Alerts

From: Allal, Alale <  
Sent: Thursday, July 30, 2020 3:34 PM
To: Allal, Alale <
Subject: FW: Description and White Papers

CAUTION - The sender of this message is external to the SBA network. Please use care when
clicking on links and responding with sensitive information. Send suspicious email to

B051

Attachments duplicative with B048.
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Best regards,
 
Alale Allal
Project Finance Manager
U.S. International Development Finance Corporation (DFC)
o. +  | 
 
Investing in Development | dfc.gov
 

From: Taber, Terry [Terry] R <  
Sent: Wednesday, July 29, 2020 10:29 PM
To: Allal, Alale <
Cc: Continenza, James V <
Subject: Description and White Papers
 

Warning: External

Alale,
The attachments include an overview that describes the 

and two white papers submitted to a few years
ago (one on  and the other on 

 
Although the conversation has advanced beyond this first request from
earlier this evening, I still wanted to provide you the documents as
promised.
 
Best,
 

Terry
 
Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com
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From: Taber, Terry [Terry] R
To: Allal, Alale
Cc: Continenza, James V
Subject: Status document
Date: Thursday, July 30, 2020 8:32:35 PM
Attachments: image002.png

.pdf

Warning: External

Alale,
 
Here is the document you requested.  Thank you. 
 

Terry
 
Terry R. Taber, Ph.D.
Chief Technical Officer & VP, Kodak
SVP, Advanced Materials & Chemicals
1999 Lake Avenue, Rochester, N.Y. 14650-2210

 |Office:  | Mobile: 
www.kodak.com
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TEMPLATE LAST REVISED ON: 1/1/2020

This document is subject to the terms of the Disclaimer Stateme

Enter Project/Company Name

 
  

  

9/1/2020

Eastman Kodak

Enter Target Date for 

First Disbursement of 

DFC-Supported Debt



ent in Article I of the Business Plan to which this financial information relates.

 



Project Assumptions
Calendar Year 2020 2021 2022 2023 2024 2025

 Eastman Kodak

Revenues in $000s

High Volume APIs

Number of Units sold annually Kilograms

Price per Unit (local currency)

Currency conversion (local currency per USD)

High Volume APIs Revenue in $000s

SPIR Warehousing Revenue

Number of Units sold annually Square Feet

Price per Unit (local currency)

Currency conversion (local currency per USD)

SPIR Warehousing Revenue Revenue in $000s

Reagents

Number of Units sold annually Liters

Price per Unit (local currency)

Currency conversion (local currency per USD)

Reagents Revenue in $000s

Non-Regulated KSMs

Number of Units sold annually Kilograms

Price per Unit (local currency)

Currency conversion (local currency per USD)

Non-Regulated KSMs Revenue in $000s

Low Volume APIs

Number of Units sold annually Kilograms

Price per Unit (local currency)

Currency conversion (local currency per USD)

Low Volume APIs Revenue in $000s

Cost of Goods Sold as % of Total Sales Revenue

Cost of Goods Sold in $000s

Operating Costs in $000s

Total Sales Revenues in $000s

9/2/2020 4:08 PM Page 3 Eastman Kodak Financial Projections_2019 06_25_2020 V2 Final
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Project Assumptions
Calendar Year 2020 2021 2022 2023 2024 2025

Indirect/Overhead Costs

Local Currency Costs
Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Total Local Currency Cost (local 000s) 0

Conversion (local currency per USD)

Total Local currency cost in $000s 0

US Dollar Costs
Startup, Accreditation and other one-time Items

Research and Development

Direct SG&A

Corporate Functions

Research Labs Facility Costs (net of lease income) 0

Total US Dollar Costs ($000s)

Total Indirect Costs ($000s)

9/2/2020 4:08 PM Page 4 Eastman Kodak Financial Projections_2019 06_25_2020 V2 Final
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Project Assumptions
Calendar Year 2020 2021 2022 2023 2024 2025

Capital Costs in $000s
Capital Expenditures (Up-front costs)

Construction of SAPIR Warehouse 0

IT Systems for SAPIR Warehouse 0

Construction of Hybrid Manufacturing Facility

Equipment for Hybrid Manufacturing Facility 0

IT Systems for Hybrid Manufacturing Facility

Renovation of facility for Center of Excellence 0

Equipment for Center of Excellence 0

IT Systems for Center of Excellence 0

Renovation for reagent manufacturing facilities 0

Equipment for reagent manufacturing facilities 0

IT Systems for reagent manufacturing facilities

Assets Contributed

Ongoing Cap Ex

rement Essential Medicines for Shortage - Not Depreciated

DFC Debt Assumptions and Schedule
 Anchor Date

Total Loan Amount in $000s   

Base Interest Cost (%)  

Interest Risk Spread (%) 0.00%  

All-in Annual Interest Rate (%)  

Commitment Fee (%) 0.00%   

Facility/Administrative Fee (%) 0.00%  

Total Loan Term (months) 300   

Grace Period on Principal Repayment (months)  

# of payments per year   

Estimated Date of First Drawdown 09/01/20   

Estimated Date of First Principal Repayment    

Estimated Maturity Date 09/01/45

Number of Principal Payments  

Straight-line or Mortgage-Style?

"

# of principal Payments if quarterly 0 0 0 0 0 2

# of principal Payments if semi-annual 0 0 0 0 0 1

0 0 0 0 0 2

Outstanding Principal (Start of Year)

DFC Debt Principal Disbursements in $000s 0

DFC Debt Fees (Facility, Commitment) 0

Total Annual Capital Expenditures

Base Interest Cost is usually the U.S. Treasury rate for comparable 
maturity or another internationally-accepted rate.  Discuss w/ your 
DFC contact.

For Straightline, enter "1"; For Mortgage-style, enter "2"
DFC rarely allows mortgage-style payments.  Discuss with your DFC contact 
before choosing option "2".

Enter "2" for semi-annual;  Enter "4" for quarterly
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Project Assumptions
Calendar Year 2020 2021 2022 2023 2024 2025

DFC Debt Interest 0

DFC Debt Principal Repayments 73

Total DFC Debt Service 73

Outstanding Principal (End of Year)

Other Senior Debt -- Assumptions and Schedule
Name of Lender

Annual Interest Rate (%) 0%

Outstanding Principal (Start of Year) 0 0 0 0 0 0

Principal Disbursements (in $000s) 0 0 0 0 0 0

Fees (in $000s) 0 0 0 0 0 0

Interest 0 0 0 0 0 0

Principal Repayments (in $000s) 0 0 0 0 0 0

Total Other Senior Debt Service 0 0 0 0 0 0

Outstanding Principal (End of Year) 0 0 0 0 0 0

Name

Note:  Multiple senior debt sources are not appropriate for many projects.  
Please consult your DFC contact before making assumptions regarding other 
senior debt sources.
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Project Assumptions
Calendar Year 2020 2021 2022 2023 2024 2025

Short Term Debt -- Assumptions and Schedule
Name of Lender

Annual Interest Rate (%) 0%

Outstanding Principal (Start of Year) 0 0 0 0 0 0

Principal Disbursements (in $000s) 0 0 0 0 0 0

Fees (in $000s) 0 0 0 0 0 0

Interest 0 0 0 0 0 0

Principal Repayments (in $000) 0 0 0 0 0 0

Total Short Term Debt Service 0 0 0 0 0 0

Outstanding Principal (End of Year) 0 0 0 0 0 0

Subordinated Debt -- Assumptions and Schedule
Name of Lender

Outstanding Principal (Start of Year) 0 0 0 0 0 0

Principal Disbursements ($000s) 0 0 0 0 0 0

Fees or Interest (if allowed) ($000s) 0 0 0 0 0 0

Principal Repayments ($000s) 0 0 0 0 0 0

Total Subordinated Debt Service 0 0 0 0 0 0

Outstanding Principal (End of Year) 0 0 0 0 0 0

Equity and Reconciliation of Retained Earnings

Equity (Start of Year) in $000s

New Equity Contributions in $000s

Equity (End of Year)

Retained Earnings (Start of Year)

Net Income

Dividend Payout Ratio (%)

Dividends Paid 0

Retained Earnings (End of Year)

Income Tax Assumptions

Tax Rate 0% 0% 0% 0% 0% 0%

Name

Name

Note:  Other debt sources are not appropriate for many projects.  Please 
consult your DFC contact before making assumptions regarding short term 
debt facilities.

Note:  Some projects may structure equity as subordinated debt or may obtain subordinated de
somewhat unusual for an DFC-supported project, so please consult your DFC contact before m
regarding subordinated debt.
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Project Assumptions
Calendar Year 2020 2021 2022 2023 2024 2025

Depreciation/Amortization Assumptions
Year Depreciation/Amortization Begins

Construction of SAPIR Warehouse

IT Systems for SAPIR Warehouse

Construction of Hybrid Manufacturing Facility

Equipment for Hybrid Manufacturing Facility

IT Systems for Hybrid Manufacturing Facility

Renovation of facility for Center of Excellence

Equipment for Center of Excellence

IT Systems for Center of Excellence

Renovation for reagent manufacturing facilities

Equipment for reagent manufacturing facilities

IT Systems for reagent manufacturing facilities

Assets Contributed

Ongoing Cap Ex

Total Annual Depreciation Exp.
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Project Assumptions
Calendar Year 2020 2021 2022 2023 2024 2025

Working Capital and Debt Service Reserve Assumpti
Days in Receivables

Days Inventory

Days in Payables

Months Debt Service to Restricted Cash 0

Cost of Capital (for Net Present Value Calculation Purposes)
Amount of DFC Debt

Amount of other Senior Debt

Amount of Sub-Debt/Equity

Total Project Capitalization

Cost of Debt

Cost of Equity

Weighted Average Cost of Capital
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Project Assumptions
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037
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Project Assumptions
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

0

0

0

0

0

0

0

0
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Project Assumptions
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

4

2

4

0

0
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Project Assumptions
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0
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Project Assumptions
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0 0 0 0 0 0 0

0

0% 0% 0% 0% 0% 0% 0%

 ebt from a 3rd party.  This is 
 making any assumptions 
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Project Assumptions
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037
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Project Assumptions
2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

0
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Project Assumptions
2038 2039 2040 2041 2042 2043 2042 2043

Existing 2

New

Existing 2

New

Existing 2

New

Existing 2

New

Existing 2

New
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Project Assumptions
2038 2039 2040 2041 2042 2043 2042 2043

0

0

0

0

0

0

0

0
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Project Assumptions
2038 2039 2040 2041 2042 2043 2042 2043
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Project Assumptions
2038 2039 2040 2041 2042 2043 2042 2043

0
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Project Assumptions
2038 2039 2040 2041 2042 2043 2042 2043

0
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Project Assumptions
2038 2039 2040 2041 2042 2043 2042 2043
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Project Assumptions
2038 2039 2040 2041 2042 2043 2042 2043

0
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Income Statement

Calendar Year 2020 2021 2022 2023 2024 2025

Projected Projected Projected Projected Projected Projected

Revenues %

High Volume APIs Revenue in $000s

SPIR Warehousing Revenue Revenue in $000s

Reagents Revenue in $000s

Non-Regulated KSMs Revenue in $000s

Low Volume APIs Revenue in $000s

Gross Revenues

Cost of Product Sold

Operating Expenses

Operating Expense (local 000s)

Operating Expense (local 000s)

Operating Expense (local 000s)

Operating Expense (local 000s)

Operating Expense (local 000s)

Startup, Accreditation and other one-time Items

Research and Development

Direct SG&A

Corporate Functions

Research Labs Facility Costs (net of lease income)

Total Operating Expenses

Gross Operating Profit (EBITDA)

Depreciation Expense

EBIT

Interest & Fee Income/(Expense)

Income Taxes

 

Eastman Kodak
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Income Statement

Net Income

Dividends

Addition to Retained Earnings
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Income Statement

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

%

k
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Income Statement
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Income Statement

2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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Income Statement
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Cash Flow Statement

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Cash Flow Statement
Sales

Change in Receivables

Cash from Sales

Cost of Goods Sold

Change in Inventory

Change in Payables/Other Curr. Liabilities

Cash Production Costs

Gross Cash Profits

Cash Operating Expenses

Cash After Operations

Taxes Paid 0

Net Cash After Operations

Capital Expenditures 0

Net Cash After Investing Activities

Interest & Fee Income/(Expense) 0

Dividends Paid 0

Short Term Debt Inflow/(Outflow) 0

LT Senior Debt Inflow/(Outflow)

Subordinated Debt Inflow/(Outflow) 0

Equity Inflow/(Outflow) 0

Net Cash After Financing Activities
 

Beginning Cash

Change in Cash

Cash (to)/from debt reserve 0

Ending Cash

 

Eastman Kodak
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Cash Flow Statement

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Debt Service Coverages/Cash Available for Debt Service (CADS)

Operating Debt Service Coverage

Net Cash After Operations

(Operating CADS)

Net Interest & Fee Expense 0

Principal Payments

Total Debt Service

Operating CADS/Interest & Fee

Operating CADS/Principal

Operating CADS/Total Debt Service

Average Debt Service Coverage

Total Debt Service Coverage

Net Cash Flow

+Interest & Fee Expense 0

+Principal Repayment

+Dividends Paid 0

Total CADS

Interest & Fee Expense 0

Principal Repayment

Total Debt Service

Total CADS/Interest+Fee

Total CADS/Scheduled Principal

Total CADS/Total Debt Service

Average Debt Service Coverage

Discounted Cash Flow (DCF)/Net Present Value (NPV) Analysis

Project Value/Returns

Equity and Debt Invested 0

Net Cash After Operations

Net (Outflow)/Inflow

Weighted average cost of capital

Internal Rate of Return

Net Present Value

Equity Value/Returns

Equity Invested 0

Dividends Paid 0

Terminal Value

Net (Outflow/Inflow) 0

Cost of Equity

Internal Rate of Return

Net Present Value

Eastman Kodak
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Cash Flow Statement

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Working Capital Analysis
Increase/(Decrease) in Receivables

Increase/(Decrease) in Inventory

(Increase)/Decrease in Payables

Net Working Capital Cost
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Cash Flow Statement

2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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Cash Flow Statement

2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

0

0

0

0

0

0

0

0
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Cash Flow Statement

2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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Balance Sheet

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Assets    

Current Assets

Cash

Debt Service Reserve/Restricted Cash 0

Accounts Receivable

Inventory

Total Current Assets

Non-Current Assets

Construction of SAPIR Warehouse

IT Systems for SAPIR Warehouse

Construction of Hybrid Manufacturing Facility

Equipment for Hybrid Manufacturing Facility

IT Systems for Hybrid Manufacturing Facility

Renovation of facility for Center of Excellence

Equipment for Center of Excellence

IT Systems for Center of Excellence

Renovation for reagent manufacturing facilities

Equipment for reagent manufacturing facilities

IT Systems for reagent manufacturing facilities

Assets Contributed

Ongoing Cap Ex 0

Procurement Essential Medicines for Shortage - 

Accumulated Depreciation

Total Non-Current Assets

Total Assets

Liabilities and Net Worth

Current Liabilities

Accounts Payable

Short Term Debt 0

Current Portion -- Long Term Debt

Total Current Liabilities

Non-Current Liabilities

Long Term Debt-Senior

Eastman Kodak
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Subordinated Debt

Total Non-Current Liabilities

Net Worth/Stockholders Equity

Stock and Paid in Capital

Retained Earnings  

Total Net Worth

Total Liabilites and Net Worth

Reconciliation
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Balance Sheet

2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

0

0
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Sources and Uses

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Uses of Funds

Construction of SAPIR Warehouse 0

IT Systems for SAPIR Warehouse 0

Construction of Hybrid Manufacturing Facility 0

Equipment for Hybrid Manufacturing Facility 0

IT Systems for Hybrid Manufacturing Facility 0

Renovation of facility for Center of Excellence 0

Equipment for Center of Excellence 0

IT Systems for Center of Excellence 0

Renovation for reagent manufacturing facilities 0

Equipment for reagent manufacturing facilities 0

IT Systems for reagent manufacturing facilities 0

Assets Contributed 0

Ongoing Cap Ex

Procurement Essential Medicines for Shortage - Not De 0

Project-Related Working Capital 0

Funding of Debt Service Reserve 0

Interest/Fees During Construction

Contingency

Annual Total

Total Project Cost

Sources of Funds

DFC Debt Disbursements 0

Other LT and Subordinated Debt Disb 0

New Equity Contributions 0

Annual Total 0

Total Financing

Eastman Kodak
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Sources and Uses

2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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Ratio Analysis

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Liquidity Ratios

Quick Ratio

Current Ratio

Leverage Ratios

Debt/Equity

Senior Debt/Sub-debt+Equity

Cash Flow and Debt Service Coverage Statistics

Operating Cash Flow (USD)

Operating CADS/Interest+Fees

Operating CADS/Scheduled Principal

Operating CADS/Total Debt Service

Profitability Statistics

EBITDA (USD)

EBITDA (%)

Net Income (USD)

Net Income (%)

 

Return Statistics

Project IRR

Project NPV

Equity IRR

Equity NPV

Eastman Kodak
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Ratio Analysis

2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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TEMPLATE LAST REVISED ON: 1/1/2020

Enter Project/Company Name

 
   

  

7/1/2020

Eastman Kodak

Enter Target Date for 

First Disbursement of 

DFC-Supported Debt



Project Assumptions
Calendar Year 2020 2021 2022 2023

 Eastman Kodak

Revenues in $000s

High Volume APIs

Number of Units sold annually Kilograms

Price per Unit (local currency)

Currency conversion (local currency per USD)

High Volume APIs Revenue in $000s

SPIR Warehousing Revenue

Number of Units sold annually Square Feet

Price per Unit (local currency)

Currency conversion (local currency per USD)

SPIR Warehousing Revenue Revenue in $000s

Reagents

Number of Units sold annually Liters

Price per Unit (local currency)

Currency conversion (local currency per USD)

Reagents Revenue in $000s

Non-Regulated KSMs

Number of Units sold annually Kilograms

Price per Unit (local currency)

Currency conversion (local currency per USD)

Non-Regulated KSMs Revenue in $000s

Low Volume APIs

Number of Units sold annually Kilograms

Price per Unit (local currency)

Currency conversion (local currency per USD)

Low Volume APIs Revenue in $000s

Cost of Goods Sold as % of Total Sales Revenue

Cost of Goods Sold in $000s

Indirect/Overhead Costs

Local Currency Costs

Operating Costs in $000s

Total Sales Revenues in $000s

9/2/2020 3:22 PM Page 2 Eastman Kodak Financial Projections_2019 06_25_2020 ($765M@5.0%)3
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Project Assumptions
Calendar Year 2020 2021 2022 2023

Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Operating Expense (local 000s) 0

Total Local Currency Cost (local 000s) 0

Conversion (local currency per USD)

Total Local currency cost in $000s 0

US Dollar Costs
Startup, Accreditation and other one-time Items

Research and Development

Direct SG&A

Corporate Functions

Research Labs Facility Costs (net of lease income) 0

Total US Dollar Costs ($000s)

Total Indirect Costs ($000s)
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Project Assumptions
Calendar Year 2020 2021 2022 2023

Capital Costs in $000s
Capital Expenditures (Up-front costs)

Construction of SAPIR Warehouse

IT Systems for SAPIR Warehouse

Construction of Hybrid Manufacturing Facility

Equipment for Hybrid Manufacturing Facility

IT Systems for Hybrid Manufacturing Facility

Renovation of facility for Center of Excellence

Equipment for Center of Excellence

IT Systems for Center of Excellence

Renovation for reagent manufacturing facilities

Equipment for reagent manufacturing facilities

IT Systems for reagent manufacturing facilities

Assets Contributed

Ongoing Cap Ex

Procurement Essential Medicines for Shortage - Not Depreciated

DFC Debt Assumptions and Schedule
 
Total Loan Amount in $000s 765,000  

Base Interest Cost (%)

Interest Risk Spread (%) 0.00%

All-in Annual Interest Rate (%)

Commitment Fee (%) 0.00%  

Facility/Administrative Fee (%) 0.00%

Total Loan Term (months) 300  

Grace Period on Principal Repayment (months)

# of payments per year  

Estimated Date of First Drawdown 07/01/20  

Estimated Date of First Principal Repayment 01/01/24  

Estimated Maturity Date 07/01/45

Number of Principal Payments  

Straight-line or Mortgage-Style?

# of principal Payments if quarterly 0 0 0 0

# of principal Payments if semi-annual 0 0 0 0

0 0 0 0

Outstanding Principal (Start of Year)

DFC Debt Principal Disbursements in $000s

DFC Debt Fees (Facility, Commitment) 0

DFC Debt Interest

DFC Debt Principal Repayments 0

Total Annual Capital Expenditures

Base Interest Cost is usually the U.S. Treasur
maturity or another internationally-accepted ra
DFC contact.

For Straightline, enter "1"; For Mortgage-style  
DFC rarely allows mortgage-style payments.  
before choosing option "2".

Enter "2" for semi-annual;  Enter "4" for quart
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Project Assumptions
Calendar Year 2020 2021 2022 2023

Total DFC Debt Service 9,000 30,500 38,250 38,250

Outstanding Principal (End of Year) 360,000 610,000 765,000 765,000

Other Senior Debt -- Assumptions and Schedule
Name of Lender

Annual Interest Rate (%) 0%

Outstanding Principal (Start of Year) 0 0 0 0

Principal Disbursements (in $000s) 0 0 0 0

Fees (in $000s) 0 0 0 0

Interest 0 0 0 0

Principal Repayments (in $000s) 0 0 0 0

Total Other Senior Debt Service 0 0 0 0

Outstanding Principal (End of Year) 0 0 0 0

Name

Note:  Multiple senior debt sources are not appropriate for many projects.  Please 
consult your DFC contact before making assumptions regarding other senior 
debt sources.
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Project Assumptions
Calendar Year 2020 2021 2022 2023

Short Term Debt -- Assumptions and Schedule
Name of Lender

Annual Interest Rate (%) 0%

Outstanding Principal (Start of Year) 0 0 0 0

Principal Disbursements (in $000s) 0 0 0 0

Fees (in $000s) 0 0 0 0

Interest 0 0 0 0

Principal Repayments (in $000) 0 0 0 0

Total Short Term Debt Service 0 0 0 0

Outstanding Principal (End of Year) 0 0 0 0

Subordinated Debt -- Assumptions and Schedule
Name of Lender

Outstanding Principal (Start of Year) 0 0 0 0

Principal Disbursements ($000s) 0 0 0 0

Fees or Interest (if allowed) ($000s) 0 0 0 0

Principal Repayments ($000s) 0 0 0 0

Total Subordinated Debt Service 0 0 0 0

Outstanding Principal (End of Year) 0 0 0 0

Equity and Reconciliation of Retained Earnings

Equity (Start of Year) in $000s

New Equity Contributions in $000s

Equity (End of Year)

Retained Earnings (Start of Year)

Net Income

Dividend Payout Ratio (%)

Dividends Paid 0

Retained Earnings (End of Year)

Income Tax Assumptions

Tax Rate 0% 0% 0% 0%

Depreciation/Amortization Assumptions
Year Depreciation/Amortization Begins

Name

Name

Note:  Other debt sources are not appropriate for many projects.  Please 
consult your DFC contact before making assumptions regarding short term 
debt facilities.

Note:  Some projects may structure equity as subordinated debt or may obtain subordinated debt fro
somewhat unusual for an DFC-supported project, so please consult your DFC contact before making 
regarding subordinated debt.
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Project Assumptions
Calendar Year

Construction of SAPIR Warehouse

IT Systems for SAPIR Warehouse

Construction of Hybrid Manufacturing Facility

Equipment for Hybrid Manufacturing Facility

IT Systems for Hybrid Manufacturing Facility

Renovation of facility for Center of Excellence

Equipment for Center of Excellence

IT Systems for Center of Excellence

Renovation for reagent manufacturing facilities

Equipment for reagent manufacturing facilities

IT Systems for reagent manufacturing facilities

Assets Contributed

Ongoing Cap Ex

Total Annual Depreciation Exp.
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(b) (4)



Project Assumptions
Calendar Year 2020 2021 2022 2023

Working Capital and Debt Service Reserve Assumptions
Days in Receivables

Days Inventory

Days in Payables

Months Debt Service to Restricted Cash 0

Cost of Capital (for Net Present Value Calculation Purposes)
Amount of DFC Debt

Amount of other Senior Debt

Amount of Sub-Debt/Equity

Total Project Capitalization

Cost of Debt

Cost of Equity

Weighted Average Cost of Capital
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(b) (4)

(b) (4)



Project Assumptions
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
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(b) (4)

(b) (4)



Project Assumptions
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
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(b) (4)



Project Assumptions
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Anchor Date

 

 

 

 

 

 

 

 

 

 

  

"

ry rate for comparable 
 ate.  Discuss w/ your 

e, enter "2"
  Discuss with your DFC contact 

terly
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(b) (4)

(b) (4)



Project Assumptions
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0
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(b) (4)



Project Assumptions
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0% 0% 0% 0% 0% 0% 0% 0% 0%

m a 3rd party.  This is 
g any assumptions 
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(b) (4)



Project Assumptions
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
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(b) (4)



Project Assumptions
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
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(b) (4)



Project Assumptions
2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Existing 2

New

Existing 2

New

Existing 2

New

Existing 2

New

Existing 2

New
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(b) (4)

(b) (4)



Project Assumptions
2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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(b) (4)



Project Assumptions
2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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(b) (4)

(b) (4)



Project Assumptions
2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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(b) (4)



Project Assumptions
2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

0
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(b) (4)



Project Assumptions
2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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(b) (4)



Project Assumptions
2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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(b) (4)



Income Statement

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027

Projected Projected Projected Projected Projected Projected Projected Projected

Revenues

High Volume APIs Revenue in $000s

SPIR Warehousing Revenue Revenue in $000s

Reagents Revenue in $000s

Non-Regulated KSMs Revenue in $000s

Low Volume APIs Revenue in $000s

Gross Revenues

Cost of Product Sold

Operating Expenses

Operating Expense (local 000s)

Operating Expense (local 000s)

Operating Expense (local 000s)

Operating Expense (local 000s)

Operating Expense (local 000s)

Startup, Accreditation and other one-time Items

Research and Development

Direct SG&A

Corporate Functions

Research Labs Facility Costs (net of lease income)

Total Operating Expenses

Gross Operating Profit (EBITDA)

Depreciation Expense

EBIT

Interest & Fee Income/(Expense)

Income Taxes

 

Net Income

Dividends

Addition to Retained Earnings

Eastman Kodak
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(b) (4)



Income Statement

2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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(b) (4)



Income Statement

2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected
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(b) (4)



Cash Flow Statement

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Cash Flow Statement
Sales

Change in Receivables

Cash from Sales

Cost of Goods Sold

Change in Inventory

Change in Payables/Other Curr. Liabilities

Cash Production Costs

Gross Cash Profits

Cash Operating Expenses

Cash After Operations

Taxes Paid

Net Cash After Operations

Capital Expenditures

Net Cash After Investing Activities

Interest & Fee Income/(Expense)

Dividends Paid

Short Term Debt Inflow/(Outflow)

LT Senior Debt Inflow/(Outflow)

Subordinated Debt Inflow/(Outflow)

Equity Inflow/(Outflow)

Net Cash After Financing Activities
 

Beginning Cash

Change in Cash

Cash (to)/from debt reserve

Ending Cash

Eastman Kodak
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(b) (4)



Cash Flow Statement

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Debt Service Coverages/Cash Available for Debt Service (CADS)

Operating Debt Service Coverage

Net Cash After Operations

(Operating CADS)

Net Interest & Fee Expense

Principal Payments

Total Debt Service

Operating CADS/Interest & Fee

Operating CADS/Principal

Operating CADS/Total Debt Service

Average Debt Service Coverage

Total Debt Service Coverage

Net Cash Flow

+Interest & Fee Expense

+Principal Repayment

+Dividends Paid 0

Total CADS

Interest & Fee Expense

Principal Repayment

Total Debt Service

Total CADS/Interest+Fee

Total CADS/Scheduled Principal

Total CADS/Total Debt Service

Average Debt Service Coverage

Discounted Cash Flow (DCF)/Net Present Value (NPV) Analysis

Project Value/Returns

Equity and Debt Invested 0

Net Cash After Operations

Net (Outflow)/Inflow

Weighted average cost of capital

Internal Rate of Return

Net Present Value

Equity Value/Returns

Equity Invested 0

Dividends Paid 0

Terminal Value

Net (Outflow/Inflow) 0

Cost of Equity

Internal Rate of Return

Net Present Value

Eastman Kodak
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(b) (4)

(b) (4)



Cash Flow Statement

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Working Capital Analysis
Increase/(Decrease) in Receivables

Increase/(Decrease) in Inventory

(Increase)/Decrease in Payables

Net Working Capital Cost
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(b) (4)



Cash Flow Statement

2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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(b) (4)



Cash Flow Statement

2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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(b) (4)



Cash Flow Statement

2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
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(b) (4)



Balance Sheet

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Assets    

Current Assets

Cash

Debt Service Reserve/Restricted Cash

Accounts Receivable

Inventory

Total Current Assets

Non-Current Assets

Construction of SAPIR Warehouse

IT Systems for SAPIR Warehouse

Construction of Hybrid Manufacturing Facility

Equipment for Hybrid Manufacturing Facility

IT Systems for Hybrid Manufacturing Facility

Renovation of facility for Center of Excellence

Equipment for Center of Excellence

IT Systems for Center of Excellence

Renovation for reagent manufacturing facilities

Equipment for reagent manufacturing facilities

IT Systems for reagent manufacturing facilities

Assets Contributed

Ongoing Cap Ex

Procurement Essential Medicines for Shortage - N

Accumulated Depreciation

Total Non-Current Assets

Total Assets

Liabilities and Net Worth

Current Liabilities

Accounts Payable

Short Term Debt

Current Portion -- Long Term Debt

Total Current Liabilities

Non-Current Liabilities

Long Term Debt-Senior

Eastman Kodak
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(b) (4)



Subordinated Debt

Total Non-Current Liabilities

Net Worth/Stockholders Equity

Stock and Paid in Capital

Retained Earnings  

Total Net Worth

Total Liabilites and Net Worth

Reconciliation
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(b) (4)



Balance Sheet

2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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(b) (4)



Sources and Uses

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Uses of Funds

Construction of SAPIR Warehouse

IT Systems for SAPIR Warehouse

Construction of Hybrid Manufacturing Facility

Equipment for Hybrid Manufacturing Facility

IT Systems for Hybrid Manufacturing Facility

Renovation of facility for Center of Excellence

Equipment for Center of Excellence

IT Systems for Center of Excellence

Renovation for reagent manufacturing facilities

Equipment for reagent manufacturing facilities

IT Systems for reagent manufacturing facilities

Assets Contributed

Ongoing Cap Ex

Procurement Essential Medicines for Shortage - Not De

Project-Related Working Capital

Funding of Debt Service Reserve

Interest/Fees During Construction

Contingency

Annual Total

Total Project Cost

Sources of Funds

DFC Debt Disbursements

Other LT and Subordinated Debt Disb

New Equity Contributions

Annual Total

Total Financing

Eastman Kodak
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Sources and Uses

2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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Ratio Analysis

Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected

Liquidity Ratios

Quick Ratio

Current Ratio

Leverage Ratios

Debt/Equity

Senior Debt/Sub-debt+Equity

Cash Flow and Debt Service Coverage Statistics

Operating Cash Flow (USD)

Operating CADS/Interest+Fees

Operating CADS/Scheduled Principal

Operating CADS/Total Debt Service

Profitability Statistics

EBITDA (USD)

EBITDA (%)

Net Income (USD)

Net Income (%)

 

Return Statistics

Project IRR

Project NPV

Equity IRR

Equity NPV

Eastman Kodak
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(b) (4)

(b) (4)



Ratio Analysis

2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
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Building Abstract for: 028-KP
Bulding Code 028-KP

Building Name Building 28

Address 1: 200 Ridge Road West

Address 2: Rochester, N.Y.

Site Code: KP-BSSD

Sector Code KPE

Maintenance zone SOUTHEAST

Bldg. Contact Tom Shaughnessy

Ciontact Phone:

Building Use OFFICE

Year Built 1948

Hazard Rating LOW

Building Condition GOOD

Date Rehab:

Ext. Gross Area:

Int. Gross Area:

Ext. Wall Area:

Frame Type: CONC/STL

Column Spacing: 20' North & South

Ceiling Type: ceiling tiles in offices
pan ceilings in some corridors

Celing Height: Offices 9' ceilings, 12' to slab

Exterior Walls: Brick

Floor Structure: concrete reinforced slab

Floor Loading Cap.: 110#/s

Floor Covering: Terrazzo floors in main lobby, 1st
floor corridor and cafeteria

Roof Structure: Concrete deck

Roof Covering: Built-up asphalt
Class A roof

Interior Components: Hauserman, studs, dry wall, block

Banking:

Foundation Type: CONC/STL Shower Rooms: Men's&Women's 4th flr&fitness cntr, 
dressing rms 2nd & 3rd flrs

Locker Rooms: Men's&Women's 4th flr&fitness cntr

Restrooms: Men's&Women's each flr;SB-4th

Electrical/Lighting Major portion (90%) of the building light 
fixtures have been retrofitted

Elevators Passenger 232 & 233
Kitchen freight 234 & 235
Building freight 236

HVAC: Seven air handling systems
Six exhaust systems
BAS controlled except for AS 5 Theater

Sprinklers: Large assembly areas and rooms are not 
sprinklered

Utilities: Chilled Water, Kodak Water, 70# Steam, 
Low Pressure Steam, (1) 480V Load Cntr 
& (1) 208/120V Load Cntr

Grade Level Access: Main lobby, Ridge Road entrance, 
Doors D and Door P

Docks Dock M-main dock 
Dock F-Construction material dock

Rail Access N\A

Industrial Sewer: YES

Sanitary Sewer YES

Floor Info.:
Floor Name Int. Gross Area Ext. Gross Area

Basement
First Floor
Second Floor
Third Floor
Fourth Floor
Fifth Floor
Sixth Floor
Seventh Floor
Sub-basement

Number of Floors:

Total Gross Area:

Saturday, May 06, 2017 Page 1 of 2

(b) (4)

(b) (4)

(b) (6)



BreakRooms: NA

Cafeterias: Flr 1 Dining Rm; Flr 2 full svc cafete

Special Features: B28 is a perimeter building
B28 public use by invitation
B28 maintains recreational facilities, 
theater/conferencing facilities

Building Occupancy (Top 5)

BSSD-BUILDINGS 280351.14

RSVD-NO 39893.41

EKC-HSE 13673.96

IMPACT V-BALL 13135.93

MONROE COMM 11700.55
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Below, please find follow-up questions from DOD and questions raised by HHS related to proposal 
entitled “Establishing a U.S. Center of Excellence for the Production of Key Starting Materials & Active 
Pharmaceutical Ingredients for Essential Medicines”, submitted by the Eastman Kodak Company, June 
03, 2020.   
 
- Kodak’s Special Purpose Vehicle (SPV)  


o  The major contribution of Kodak to the overall plan is current real estate.  The SPV is asking 
for over of the loan amount to be in construction or renovation of manufacturing 
facilities (Research lab building 82&83 and building .  Our current structure of this loan 
would potentially buy out these assets on day one, which is a large windfall for Kodak 
shareholders.  Kodak would be off loading these assets to the SPV which are then purchased 
day one of the loan by the SPV to the benefit of the SPV shareholders.    


o Development Fees ( ) appear to be taken on day one of the loan which is windfall for 
the SPV.   


Our concerns are the current structure provide excessive beneficial terms and benefits to the SPV while 
leaving the US Government (USG) holding most of the risk.    
- Environmental - The same buildings noted above potentially are part of an EPA Comprehensive 


Environmental Response plan to clean up an entire area.  There could be significant liability to the 
USG and potentially limit an FDA approval to manufacture KSMs or API.  How do you intend to 
address? 
 


- Another concern is that in default the government would be left with this real estate that is already 
known to have serious environmental issues.  Additionally, these issues pose a risk to Kodak being 
able to be certified.  Again, please advise how you intend to address?  


 
Comments from HHS that should be addressed: 


- Limited detail on implementation timeline and scope of manufacturing expansion efforts. This 
would bump the regulatory risk rating to medium-high, as contemplated activities and facilities 
would all have to undergo review.  Please provide details on implementing and the scope of 
manufacturing expansion?  
 


- Additionally, reputational risk score would be increased, as non-delivery in a meaningful 
timeframe could greatly increase risk.  This is mitigated by your KSM sourcing plan, however the 
scale by which you would procure KSMs may not be to the actual scale required for supplying 
25% of the Nation’s needs for critical ICU medications.  What are your levels of assurance here?   
 


- We obviously want to ensure that Kodak has presented a mitigation plan for securing KSMs and 
APIs, to include data on how they would mitigate current supply contracts already locked in 
between manufacturers of API and FDF drugs supplying the US market, as well as mitigation 
strategies for domestic vs foreign sourcing of material.  We talked about you providing me with 
a detailed marketing plan and this question can be addressed in that detailed plan.   


 
 
 


(b) (4)


(b) (4)


(b) (4)







 


 


 












Below, please find technical questions related to proposal entitled “Establishing a U.S. Center of 
Excellence for the Production of Key Starting Materials & Active Pharmaceutical Ingredients for Essential 
Medicines”, submitted by the Eastman Kodak Company, June 03, 2020.  For the sake of clarity, the 
questions are grouped according to the four main components outlined in the proposal. 
 
 
Supply Chain Partner for Key Starting Materials (CLIN1, CLIN 2)– work with the Federal Government 
and its partners to determine key starting materials of strategic national importance for API 
manufacturing to ensure long-term supply chain resiliency.  Kodak will begin by procuring and producing 
starting materials needed to support API production used in COVID-19 finished medicine products. This 
initiative includes manufacturing bulk intermediates as well as compounds for COVID-19 related 
treatments, and as supporting the development of a reserve of KSMs in preparation for future surges 
and shortages. For the long-term, Kodak will incorporate new technologies, which involve hazardous 
and specialized manufacturing capabilities (e.g. nitrations and hydrogenations) utilizing continuous 
manufacturing technology. This will enable the production of more starting materials and intermediates 
within the U.S. Establishing a U.S. Center of Excellence for the Production of Key Starting Materials & 
Active Pharmaceutical Ingredients for Essential Medicines. 
 


1. How will Kodak reduce supply chain risk for the required raw materials?  How many raw 
materials are considered “critical”?  Sole sourced? For these critical materials sourced from 
outside of the U.S., how does Kodak plan to ensure supply chain consistency? 


2. What is the intended purpose for procuring these materials? Will they be used as re-sale 
products or within the research and development of manufacturing within CLIN3&4? If the 
latter, please provide details on the R&D activities that would occur with these materials.  


 
Note: Process and regulatory questions related to manufacturing of KSMs are similar to those asked 
below for APIs.  In your responses to the questions regarding APIs below, please include responses 
for KSMs where indicated. 


 


API Manufacturing Facility (CLIN 3, CLIN 4) — leverage existing infrastructure, including updating a 
Specialty Chemicals building to create an advanced hybrid manufacturing facility that combines existing 
batch manufacturing equipment with new continuous manufacturing processes. This upgraded facility 
will have the capacity to manufacture up to metric tons of API per week. Kodak proposes to 
construct a Strategic Active Pharmaceutical Ingredient Reserve (SAPIR) Facility that will benefit the 
nation by providing an insurance policy against potential interruptions in the U.S. API supply chain used 
for Essential Medicines. 
 


3. The development and manufacturing of medical drugs and products is a heavily regulated 
industry in the United States. What assets does Kodak currently possess that lends itself to 
pharmaceutical manufacturing of Active Pharmaceutical Ingredients (API) & Key Starting 
Materials (KSM)?  In particular, we are specifically interested in the composition of your 
regulatory team and why you believe this team is sufficient to address the challenges associated 
with an effort of this scale. 


 


(b) (4)







4. There are advantages to having facilities dedicated to the production of a single API/KSM versus 
multipurpose facilities where synthesis pathways would need to be reconfigured, quality 
assurance and control checks completed, and production lots validated between runs of 
different API/KSMs.  What plans does Kodak have to maximize the efficiency of manufacturing 
by way of limiting the reconfiguration of manufacturing processes between production runs of 
different API/KSMs?   


 
5. In GMP production, where contamination is of significant concern, does Kodak foresee 


challenges with consolidating the production of multiple APIs/KSMs into a multipurpose facility?  
What are your plans for mitigating the risk of cross-contamination? 


 
6. Please detail your expected timeline to FDA GMP certification for production. Detail activities 


expected to occur for validation of Quality control systems, personnel, facilities and production 
runs.  What are the identified risks in achieving GMP certification as identified and risk 
mitigation strategies.  


 
7. Manufacturing and production companies of APIs and KSMs are not found outside of the United 


States solely due to complexity, regulation, or business or technical challenges, but because of 
profitability. There is a possibility of having to manufacture APIs or KSMs at a negative cost. Has 
Kodak thoroughly assessed the possibility that this endeavor may not be profitable; if so, what 
is Kodak’s plans for long-term sustainment of manufacturing APIs or KSMs here in the United 
States? 


 
API R&D Center of Excellence (CLIN 5) – leveraging existing expertise, upgrade Kodak’s Research & 
Development (R&D) facility and focus on innovation and improvement of continuous manufacturing 
solutions to support essential medicine manufacturing for the United States. 
 


8. In the development of continuous manufacturing solutions, what challenges do you expect to 
encounter as Kodak moves from a ISO-based Quality System - where we understand Kodak to 
have the bulk of their manufacturing experience - to a complete 21 CFR, cGMP compliant 
manufacturing process?  What plans does Kodak anticipate to mitigate the risks associated with 
this transition and contain costs? 


 
Reagent Manufacturing Facility (CLIN 6)- Proposal package states: “Upgrade existing laboratories for 
diagnostic testing, to include GLP manufacture of bulk reagents required for diagnostic production as 
well as, long term, an assay research and development capabilities.” 
 


9. Why do you feel current US-based assay development and production capacity for open 
architecture diagnostic testing platforms, which are open to third party consumables, is 
inadequate?  The larger challenge is the production of proprietary consumables used on closed 
architecture systems.  How do you propose securing the necessary rights for the production of 
such proprietary consumables for closed architecture systems? 


 







10. What licensing agreements and/or technological transfer agreements would you envision you’d 
need in order to proceed with the manufacture of any proprietary reagents associated with 
pharmaceutical/diagnostic development? 


 


 


 












June 8, 2020 
 
 
Dear Dr. 
 
The attached draft of a non-binding LOI is intended to capture the nature of our 
discussions on & Kodak working together to ensure a 100% American-based 
manufacturing solution for KSMs and APIs for essential medicines within the United 
States.  Kodak is committed to this goal as we know you and  are as well. 
 
It also reflects the conversations with the WH and with DFC on achieving this US-based 
manufacturing solution.  Recently, these discussions have highlighted the necessity for 


 and Kodak to formalize their intent with a supply agreement that enables this 
manufacturing solution and provides part of the basis for a DFC loan to fund Kodak’s 
proposal.  We have been asked to work with  to achieve the necessary 
agreement(s) and this initial draft is to start that discussion and process in earnest. It is 
our understanding that Kodak needs to show some commitments to secure funding, and 
we are attempting to reflect that in this letter. 
 
We appreciate working with and look forward to your feedback on the draft LOI. 
 
 
Sincerely, 
 


Terry R. Taber 
 
Terry R. Taber 
Kodak CTO  
SVP, Advanced Materials & Chemicals 
Eastman Kodak Company 
 
 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)















(c) Definitive Agreement.  All of the terms and conditions of the proposed 
transaction would be stated in the definitive supply agreement, to be 
negotiated, agreed and executed by and Kodak.  Neither party intends 
to be bound by any oral or written statements or correspondence concerning 
the definitive agreement arising during the course of negotiations, 
notwithstanding that the same may be expressed in terms signifying a partial, 
preliminary or interim agreement between the parties. 


(d) Expediency.  All parties would use all reasonable efforts to complete and 
sign the definitive agreement on or before 60 days from the date hereof and to 
close the transaction as promptly as practicable thereafter. 


2. Expenses.  and Kodak will pay our respective expenses incident to this 
        letter of intent, the definitive agreement and the transactions contemplated   
        hereby and thereby. 
 
3. Public Announcements.  Neither  nor Kodak will make any 
announcement  
       of the proposed transaction contemplated by this letter of intent prior to the  


execution of the definitive supply agreement without the prior written approval of 
the other, which approval will not be unreasonably withheld or delayed.  The  


        foregoing shall not restrict in any respect your or our ability to communicate  
        information concerning this letter of intent and the transactions contemplated  
        hereby to your and our, and your and our respective affiliates’, officers,  
        directors, employees and professional advisers, and, to the extent relevant, to  
        third parties whose consent is required in connection with the transaction  
        contemplated by this letter of intent. 
 
4. Miscellaneous.  This letter shall be governed by the substantive laws of the 
State of Delaware without regard to conflict of law principles.  This letter constitutes 
the entire understanding and agreement between the parties hereto and their affiliates 
with respect to its subject matter and supersedes all prior or contemporaneous 
agreements, representations, warranties and understandings of such parties (whether 
oral or written).  No promise, inducement, representation or agreement, other than as 
expressly set forth herein, has been made to or by the parties hereto.  This letter may 
be amended only by written agreement, signed by the parties to be bound by the 
amendment. Evidence shall be inadmissible to show agreement by and between such 
parties to any term or condition contrary to or in addition to the terms and conditions 
contained in this letter.  This letter shall be construed according to its fair meaning 
and not strictly for or against either party. 


5. No Binding Obligation.  This letter of intent does not constitute or create, 
and shall not be deemed to constitute or create, any legally binding or enforceable 
obligation on the part of either party to this letter of intent.  No such obligation shall 
be created, except by the execution and delivery of the definitive agreement 
containing such terms and conditions of the proposed transaction as shall be agreed 
upon by the parties, and then only in accordance with the terms and conditions of 


(b) (4)


(b) (4)
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I.  Identify owners of 10% or more of the Borrower   
 


The Borrower will be a to-be-formed wholly owned Special Purpose Vehicle.  Below is information from 
Eastman Kodak Company’s most recent proxy statement on the beneficial ownership of Eastman Kodak 
Company. Please note that all the shareholders listed below are U.S. citizens and/or companies. 
 
 


SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT BENEFICIAL  
 
SECURITY OWNERSHIP OF MORE THAN 5% OF THE COMPANY’S SHARES 
 
The table below presents certain information as of March 26, 2020 regarding the persons known 
to us to be the beneficial owner of more than 5% of the outstanding shares of our common stock 
and Series A convertible preferred stock, with percentages based on 43,675,070 shares of 
common stock outstanding and 2,000,000 shares of Series A convertible preferred stock 
outstanding. Except as noted, the number of shares outstanding does not include shares issuable 
upon conversion of our outstanding 5.00% Secured Convertible Notes due 2021 (Notes), which, 
until converted, have no voting rights. 
 


 
 
(1) James Continenza has served as our Executive Chairman since February 2019 and was previously a Board member.  
 
(2) The amount shown includes presently exercisable options to purchase 2,050,000 shares of our common stock. Mr. 
Continenza also has 241,589 shares of phantom stock credited to his account under the Deferred Compensation Plan for 
Directors.  
 
(3) George Karfunkel reports sole voting and dispositive power with respect to 2,268,671 shares and shared voting and 
dispositive power over 4,437,605 shares. The amount shown for Mr. Karfunkel also includes 500,000 shares of our 
common stock owned by the Chesed Foundation of America, a charitable foundation controlled by Mr. Karfunkel. Renee 
Karfunkel, Mr. Karfunkel’s spouse, holds 6,306,276 of these shares as a joint tenant with Mr. Karfunkel. This information 
is based on Amendment No. 1 to the Schedule 13D filed by Mr. and Mrs. Karfunkel on December 6, 2019 and 
subsequent Section 16 reports filed with the SEC by Mr. and Mrs. Karfunkel.  
 


Name and Address of Beneficial Owner


Number of 
Common Shares 


Beneficially 
Owned


Percent of Class 
Beneficially 


Owned


Number of Shares of 
Series A Convertible 


Preferred Stock 
Beneficially Owned


Percent of Class 
Beneficially 


Owned


James V. Continenza(1)


c/o Eastman Kodak Company
Rochester, New York 14650
343 State Street 2,653,263(2) 5.8%


_ _


George and Renee Karfunkel


6,863,126(3) 15.7%


_ _


Gkarfunkel Family LLC


2,380,154(4) 5.4%


_ _


Philippe D. Katz
160 Broadway
New York, New York 10038 10,580,813(5) 24.2%


_ _


K.F. Investors LLC
160 Broadway
New York, New York 10038 5,044,023(6) 11.5%


_ _


Moses Marx
160 Broadway
New York, New York 10038 5,743,731(7) 13.2%


_ _


Southeastern Asset Management, Inc., et al.
6410 Poplar Avenue, Suite 900
Memphis, Tennessee 38119 47,952,051(8) 55.3% 2,000,000(8) 100%


(b) (6)


(b) (6)
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(4) GKarfunkel Family LLC (Family LLC) and Henry Reinhold, the sole manager of the Family LLC, have sole voting and 
dispositive power with respect to 2,380,154 shares. This information has been provided to us by advisors to the Family 
LLC.  
 
(5) Philippe Katz has an indirect ownership interest in 1,569,870 shares held by Momar Corporation and 48,875 shares 
held by 111 John Realty Corp., each an entity in which Mr. Katz has an ownership interest; 7,598 shares held by United 
Equities Commodities Company (United Equities), an entity of which Mr. Katz is a general partner; 87,720 shares held by 
Marneu Holding Company (Marneu), an entity of which Mr. Katz is a partner; and 2,522,011 shares held by K.F. Investors 
(KF Investors), an entity of which Mr. Katz is a managing member and a greater than 5% holder of our shares as reported 
in this table. Mr. Katz is the son-in-law of Moses Marx, a greater than 5% holder of our shares as reported in this table.  
 
(6) KF Investors has sole voting and dispositive power over these shares. KF Investors, Moses Marx and the other entities 
referenced in footnote 7 have agreed to act as a “group” within the meaning of Section 13(d)(3) of the Exchange Act. 
This information is based on Amendment No. 2 to Schedule 13D filed jointly by KF Investors, Mr. Marx and the entities 
described in footnote 7 on December 4, 2019 and Section 16 reports filed with the SEC by KF Investors.  
 
(7)  Moses Marx has shared voting and dispositive power over 3,139,741 shares of our common stock held by Momar 
Corporation, of which Mr. Marx serves as president, and 1,519,646 shares held by United Equities, a private investment 
company of which Mr. Marx is a 99% general partner. The amount shown also includes 170,000 shares held by 111 John 
Realty Corp., in which Mr. Marx and his spouse hold a 50% interest, and 614,041 shares held by Marneu, in which Mr. 
Marx holds a direct and indirect 71% general partnership interest. Additionally, the amount shown also includes 300,303 
shares held directly by Mr. Marx. The amount shown does not include the 5,044,023 shares of our common stock held 
by KF Investors. Mr. Marx and the other entities referenced in this footnote have agreed to act as a “group” with KF 
Investors within the meaning of Section 13(d)(3) of the Exchange Act, but Mr. Marx has no ownership interest in or any 
control over KF Investors. This information is based on Amendment No. 2 to Schedule 13D filed jointly by Mr. Marx and 
the entities described in this footnote on December 4, 2019 and Section 16 reports filed with the SEC by Mr. Marx.  
 
(8)  Southeastern reports beneficial ownership of 47,952,051 shares of our common stock, including 11,494,200 shares 
issuable upon conversion of 2,000,000 shares of Series A convertible preferred stock (or 2.3% of the outstanding shares) 
and 31,497,851 shares underlying Notes (or 36.4% of the outstanding shares). For purposes of determining the 
beneficial ownership of Southeastern et al., the shares underlying the Series A convertible preferred stock and the 
shares issuable upon conversion of the Notes, which are freely convertible, are included in the outstanding share 
amount. Southeastern has not converted any Notes and does not vote these underlying shares. Southeastern shares 
voting power with Longleaf Partners Small-Cap Fund (Longleaf), a series of Longleaf Partners Funds Trust, a 
Massachusetts business trust, with respect to 44,075,040 shares. Southeastern reports no voting power with respect to 
3,877,011 shares. Southeastern has sole dispositive power with respect to 767,408 shares and shares dispositive power 
with respect to 47,184,643 shares, including 44,075,040 shares with Longleaf. Mr. O. Mason Hawkins is the Chairman of 
the Board and Chief Executive Officer of Southeastern. All shares reported by Southeastern are owned by 
Southeastern’s investment advisory clients, including Longleaf, and none are owned directly or indirectly by 
Southeastern. This information is based on Amendment No. 6 to the Schedule 13G filed with the SEC on February 14, 
2020 by Southeastern, et al. 
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II.  Identify those that do or intend to provide credit support   
 
 


Borrower anticipates seeking credit support solely from the DFC under the DFC-DPA Loan Program.  
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III. Identify those that do or will have a significant managerial relationship 
 
 
 
 


  


Name Position in Borrower Country of Citizenship Primary Relationship to Borrower
James V. Continenza Executive Officer and Director United States Executive Chairman, Eastman Kodak Company


Terry R. Taber Executive Officer and Director United States
Senior Vice President Advanced Materials & 
Chemical, Chief Techinical Officer, and Vice 
President, Eastman Kodak Company


David E. Bullwinkle Director United States
Chief Financial Officer, Senior Vice President, 
Eastman Kodak Company


Roger W. Byrd Director United States
General Counsel, Secretary, and Senior Vice 
President, Eastman Kodak Company


Denisse Goldbarg Director United States
Acting Chief Marketing Officer, Eastman Kodak 
Company (contractor)


James Moran Director United States
Chief Administrative Officer, Eastman Kodak 
Company (contractor)
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IV. Identify primary contractual relationships with the Borrower   
 
 
 


 
 


 
 
 


 
  


Name Type of Entity
Country of Citizenship/ 


Incorporation Primary Relationship to Borrower Veteran Owned or Led Minority Owned or Led Women Owned or Led
Eastman Kodak Company New Jersey Corporation United States Parent No No No


 


Public Benefit 
Pharmaceutical 
Manufacturing Company United States Customer


TBD Architecture & Engineering United States Supplier
TBD Information Technology United States Supplier


(b) (4)
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V.  Appendices   
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Appendix A 


Ownership Chart of Borrower 


Eastman Kodak Company  


(100%) 


[KODAKARE] 


Special Purpose Vehicle 


(To be formed) 
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Appendix B 


Organizational Chart of Borrower 


 


 
  


Board             
Continenza, Moran, 


Goldbarg, Bullwinkle, 
Byrd, Taber


CEO Continenza


Outsourced


Audit and Tax


Corp Counsel


Public Relations


Finance


Dir. Finance


Dir. Controller


Mgr. Compliance


Sales & Marketing


Dir. Sales


Dir. Marketing


Dir. Gov't Relations


Dir. Communications


Legal/Gov Affairs


VP Legal


Dir. Regulatory 
Affairs


Dir. Gov't Affairs


Mgr. Proposals and 
Document Mgt


Corporate 
Operations


Dir. Corp 
Development


Dir. Strategic 
Reserve


Dir. Capital Projects


Dir. IT/Data Security


Dir. HR


Dir. Procurement


Mgr. Office Admin


Technology & 
Innovation


CTO Research & 
Development


Center of Excellence 
for Pharma 


Mgr. Health, Safty 
and Environment


Dir. Quality


Manufacturing & 
Operations


Dir. Manufacturing


Dir. Plant Operations


Dir. Supply Chain
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Appendix C 


Key Contractual Relationship and Potential  
Facility Financing Structure Chart of Borrower 


 
 
 


(b) (4)
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The Eastman Kodak Team 


Eastman Kodak Company (Kodak) offers pharmaceutical manufacturers a unique combination of skills 
and resources needed to quickly commence production and distribution of products that meet the 
highest standards: a well-established culture of innovation, extensive ready-now infrastructure and 
deep experience in intricate manufacturing and supply chain management.   


Kodak, founded in 1888 and operating publicly for over 117 years, is an iconic American company with a 
globally recognized brand, and is viewed as one of the most innovative companies in the areas of 
material sciences and chemistry.  


As an American company that has participated in bringing about technological innovations that have 
changed the way Americans live, Kodak wants to do its part to strengthen the U.S. supply chain for the 
pharmaceutical industry to ensure the American population can remain protected and healthy. Kodak is 
one of the few companies that has a fully integrated infrastructure to take a new product from lab scale 
to production pilot to full manufacturing all within the same organization. 


Kodak’s Eastman Business Park (EBP) is located in Rochester, New York, on a 1,200-acre campus with 16 
million square feet of manufacturing, lab, warehouse and office space. To support pharmaceutical 
manufacturing and distribution, the Park offers built-in, cost-efficient utilities (including an on-site 117 
MW power plant and access to a 2,400 gallon-per-minute de-mineralized water supply); convenient 
access to transportation (including 13 miles of rail track within the Park and close proximity to the 
interstate highway system and an international airport). This infrastructure allows Kodak to have speed 
to market as well as competitive labor and capital costs.  This is recognized by the fact that EBP houses 
world renowned healthcare and biotech companies, including:  Dupont, Carestream, Ortho Clinical 
Diagnostics, Greenlight Biosciences, and Aedicell.  


Kodak Specialty Chemicals group is based at Eastman Business Park, and the business offers the 
following assets and capabilities:   


 batch manufacturing reactors organized in 30 bays, each with centrifuge capability – each 
bay capable of manufacturing complex multi-step heterocycles;  


 A solvent supply and recovery facility, with significant tankage;  
 A wastewater treatment facility that can process 30 million gallons a day;  
 On-site power plant and steam supply;  
 Long history of organic chemical manufacturing with a proprietary chemical process database of 


over 100,000 molecules;  
 An on-going fine chemical manufacturing operation with significant manufacturing capacity; 


and, 
 Significant process development expertise, with a network and capability to add additional 


resources.  
 
In addition, Kodak Specialty Chemicals has a world-class management team with diverse backgrounds 
and in-depth experience. These leaders have been with Kodak for an average of 25 years, and all 
specialized in chemistry, organic chemistry, mechanical engineering or chemical engineering. Kodak 
currently employs hundreds of people in within this business ranging from chemists and engineers to 


(b) 
(4)
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technicians and chemical operators. The vast majority of these employees have over 20 years of 
experience. 
 
In addition, the Greater Rochester region is well known for its superior academic institutions and 
workforce development programs. Today, more than 2,100 people in the area currently work within the 
pharmaceutical industry.  Kodak’s century of science has resulted in more than 20,000 U.S. patents. In 
addition to its well-known film business, the Company has over the decades adapted its fundamental 
expertise in material science and chemistry to participate in a variety of industries, including organic 
chemicals manufacturing, clinical diagnostics, space imaging and printing and publishing.  


In the area of digital printing, Kodak has extensive experience with digital printing on a wide range of 
packaging applications for pharmaceuticals.  


Kodak also has world renowned expertise in both manufacturing, logistics and supply chain 
management. Worldwide distribution of Kodak products is managed out of 35 warehouses in 18 
countries. Domestic U.S. distribution centers are in Columbus Georgia, Dayton Ohio, City of Industry 
California, and Rochester, New York.  Kodak’s manufacturing, logistics and supply chain have been 
entirely unaffected by the current pandemic. Kodak was deemed an essential business from the start of 
the pandemic, so it continued to manufacture to meet customer demands.  Through a combination of 
existing safety stock inventory and excellent procurement management, the company continuously 
purchased the raw materials required for its operations.  


Kodak continues its commitment to research and development, with recent innovations including silver-
based antimicrobial coatings, engineered micro-particle technology, and high-resolution functional 
printing used to print elements of touch screens, antennas, sensors and more including security 
measures for pharmaceutical packaging (e.g.  RFID, Embedded Data, etc.).    


Kodak has a long history of supporting the U.S. Government. Kodak has been a supplier of a variety of 
films to the government during wartime, Cold War, and peacetime for use in military and U.S. security as 
well as films for NASA. Whether it was providing aerial lenses, cameras or optics for tank periscopes 
during the second World War or providing sensors or cameras for several of NASA’s space missions, 
Kodak has been serving as a strong partner of the U.S. Government for over a century.  With the 
entrepreneurial passion and agility of a startup and the institutional knowledge and infrastructure of a 
giant, Kodak is prepared to be an invaluable partner for America’s pharmaceutical industry. 


 


Key leadership personnel 


James V. Continenza 


Jim Continenza leads the transformation of Kodak as Executive Chairman. He was appointed to that 
position by the Board of Directors on February 20, 2019. 


Continenza joined the Board of Directors of Kodak in April 2013 and became Chairman of the Board in 
September 2013. 
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Continenza brings a proven track record of guiding leading technology companies through 
transformations. Since September 2012, Continenza has served as the Chairman and Chief Executive 
Officer of Vivial, Inc., a privately-held marketing technology and communications company. He has also 
held leadership roles at STi Prepaid, LLC, a telecommunications company; Anchor Glass Container Corp., 
a leading manufacturer of glass containers; Teligent, Inc., a provider of communications services 
including voice, data, and internet access; Lucent Technologies Product Finance, a global leader in 
telecom equipment; and AT&T. 


In addition to his management experience, Continenza currently serves on the board of Cenveo 
Corporation, an industry leader in transformative publishing solutions, and on the board of Merrill 
Corporation LLC. He has also served on the boards of NII Holdings, Inc., Tembec, Inc. and Neff 
Corporation. He also serves or has served on the boards of a number of private companies. 


 


Terry R. Taber, PhD 


Terry Taber has served as Kodak’s Chief Technical Officer since January 2009. Effective January 2020, he 
is Senior Vice President of Advanced Materials and Chemicals, with senior responsibilities relating to 
that segment. He reports to Executive Chairman Jim Continenza. 


From May 1, 2017 to January 2020, Taber was President of the Advanced Materials and 3D Printing 
Technology Division which contained the research laboratories and included licensing as well as new 
business development activities related to Kodak’s patents and proprietary technology, and focused on 
opportunities in smart material applications, printed electronics markets and 3D printing materials. 


From January 1, 2015 to May 1, 2017, Taber was President of the Intellectual Property Solutions 
Division. From January 2007 to December 2008 he was the Chief Operating Officer of Kodak’s Image 
Sensor Solutions (“ISS”) business, a leading developer of advanced CCD and CMOS sensors serving 
imaging and industrial markets, and prior to Terry’s role with ISS, he held a series of senior positions in 
Kodak’s research and development and product organizations. Taber has served as a corporate vice 
president since December 2008, including as a senior vice president from December 2010 through 
February 2020. 


During his more than 35 years at Kodak, Taber has been involved in new materials research, product 
development and commercialization, manufacturing, and executive positions in R&D and business 
management. Taber’s early responsibilities included research on new synthetic materials, an area in 
which he holds several patents, program manager for several film products, worldwide consumer film 
business product manager, Associate Director of R&D and director of Materials & Media R&D. 


Taber received a B.S. degree in Chemistry from Purdue University and a Ph.D. in Organic Chemistry from 
the California Institute of Technology. He also received an M.S. in General Management from MIT as a 
Kodak Sloan Fellow. In past board service, he was a founding Board Member of the Innovation & 
Material Sciences Institute and served on the Executive Advisory Board of FIRST Rochester (For 
Inspiration and Recognition of Science and Technology). Taber currently serves on the George Eastman 
Museum Board, effective June 2018. He also serves on the Executive Committee of the Greater 
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Rochester Chamber of Commerce and on the Board of Trustees for Roberts Wesleyan College and 
Northeastern Seminary. 


 


Additional board members 


David E. Bullwinkle 


Dave Bullwinkle is the Chief Financial Officer and Senior Vice President of Kodak. The Board of Directors 
elected Bullwinkle to this position effective July 2016. Effective November 6, 2018, Bullwinkle is 
President of the Eastman Business Park Division. Bullwinkle is responsible for advancing the growth 
strategy for Eastman Business Park and leading Kodak’s worldwide finance, corporate development, 
internal audit and purchasing teams. Bullwinkle reports to Executive Chairman Jim Continenza. 


Bullwinkle joined Kodak in 2004 and has worked in several financial management roles at the company 
including Worldwide BU Controller, Assistant Corporate Controller and External Reporting Manager. He 
served as the Director of Corporate Financial Planning and Analysis and Vice President, Finance at Kodak 
from November 2010 to June 2016, and Director of Investor Relations from August 2013 to June 2016. 


Prior to joining Kodak, Bullwinkle worked as the Manager of Financial Reporting at Birds Eye Foods, Inc. 
and previously at PricewaterhouseCoopers from 1996 to 2002 in various roles including serving as an 
Assurance Manager. 


Bullwinkle has an MBA from St. John Fisher College and Bachelor of Science in Accounting degree from 
SUNY Geneseo. Bullwinkle is also a Certified Public Accountant in the State of New York. 
 


Roger W. Byrd 


Roger Byrd was appointed General Counsel, Secretary and Senior Vice President of Kodak in January 
2019. He is responsible for leading the company's global legal function and for providing legal guidance 
to senior leadership and the Board of Directors. He also oversees the corporate development function. 
Byrd reports to Executive Chairman Jim Continenza. 


Byrd joined Kodak in 2014 as Assistant General Counsel and Vice President, Legal Department and while 
at Kodak has focused on M&A and financing transactions, joint ventures, and other strategic initiatives. 
Byrd has also been active in providing credit agreement compliance, securities reporting and corporate 
governance support to the Company. The Board of Directors elected him to Senior Vice President and 
Secretary in January 2019. 


Prior to joining Kodak, Byrd was a Partner at Nixon Peabody LLP. During his 23-year career at Nixon 
Peabody, he represented a broad range of clients in connection with a variety of M&A, financing and 
other corporate transactions. Byrd also served as General Counsel at Choice One Communications, Inc. 
from 2005 – 2006, a competitive local exchange carrier. 


Byrd received a B.S. degree in accounting from Bob Jones University and a J.D. from Duke University 
School of Law. 
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Denisse Goldbarg 


Denisse Goldbarg report to Jim Continenza as Eastman Kodak Chief Marketing Officer.  Denisse manages 
all aspects of marketing including internal and external communications, branding and brand licensing, 
digital marketing, lead generation and product marketing.   


Denisse's prior experience as Global Chief Operating Officer at mGage spanned sales, operations and 
marketing functions worldwide. She also serves as CMO for Vivial Media.  


She has held increasingly senior sales and marketing roles at companies such as Time Warner Cable, 
where she served as VP Marketing, Tachyon, Teligent, MCI, Colgate Palmolive, and Booz, Allen & 
Hamilton.  


Ms. Goldbarg graduated from Wellesley College, and holds a M.Sc. from the London School of 
Economics and an MBA from Harvard University. 


 


 


James Moran 


Jim Moran reports to Jim Continenza as Chief Administrative Officer. Jim manages sales operations, 
health and safety, logistics, customer operations, credit and collections and customer operations.  


Jim is an experienced operations leader with over two decades in the high-tech industry. Jim’s prior 
experience, as COO at Vivial, spanned operations, sales, logistics, finance, marketing, planning and 
human resources. Jim has also owned a consulting company specializing in operational efficiencies and 
held sales and operational positions at STi Prepaid, Teligent and Lucent.  


Jim holds a Masters degree in Business and Education from Adelphi University and City College in NY, 
respectively and a Bachelor’s degree from ST. John’s University. 


 












Building Abstract for: 028-KP
Bulding Code 028-KP


Building Name Building 28


Address 1: 200 Ridge Road West


Address 2: Rochester, N.Y.


Site Code: KP-BSSD


Sector Code KPE


Maintenance zone SOUTHEAST


Bldg. Contact Tom Shaughnessy


Ciontact Phone:


Building Use OFFICE


Year Built 1948


Hazard Rating LOW


Building Condition GOOD


Date Rehab:


Ext. Gross Area:


Int. Gross Area:


Ext. Wall Area:


Frame Type: CONC/STL


Column Spacing: 20' North & South


Ceiling Type: ceiling tiles in offices
pan ceilings in some corridors


Celing Height: Offices 9' ceilings, 12' to slab


Exterior Walls: Brick


Floor Structure: concrete reinforced slab


Floor Loading Cap.: 110#/s


Floor Covering: Terrazzo floors in main lobby, 1st
floor corridor and cafeteria


Roof Structure: Concrete deck


Roof Covering: Built-up asphalt
Class A roof


Interior Components: Hauserman, studs, dry wall, block


Banking:


Foundation Type: CONC/STL Shower Rooms: Men's&Women's 4th flr&fitness cntr, 
dressing rms 2nd & 3rd flrs


Locker Rooms: Men's&Women's 4th flr&fitness cntr


Restrooms: Men's&Women's each flr;SB-4th


Electrical/Lighting Major portion (90%) of the building light 
fixtures have been retrofitted


Elevators Passenger 232 & 233
Kitchen freight 234 & 235
Building freight 236


HVAC: Seven air handling systems
Six exhaust systems
BAS controlled except for AS 5 Theater


Sprinklers: Large assembly areas and rooms are not 
sprinklered


Utilities: Chilled Water, Kodak Water, 70# Steam, 
Low Pressure Steam, (1) 480V Load Cntr 
& (1) 208/120V Load Cntr


Grade Level Access: Main lobby, Ridge Road entrance, 
Doors D and Door P


Docks Dock M-main dock 
Dock F-Construction material dock


Rail Access N\A


Industrial Sewer: YES


Sanitary Sewer YES


Floor Info.:
Floor Name Int. Gross Area Ext. Gross Area


Basement
First Floor
Second Floor
Third Floor
Fourth Floor
Fifth Floor
Sixth Floor
Seventh Floor
Sub-basement


9Number of Floors:


Total Gross Area
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BreakRooms: NA


Cafeterias: Flr 1 Dining Rm; Flr 2 full svc cafete


Special Features: B28 is a perimeter building
B28 public use by invitation
B28 maintains recreational facilities, 
theater/conferencing facilities


Building Occupancy (Top 5)


BSSD-BUILDINGS 280351.14


RSVD-NO 39893.41


EKC-HSE 13673.96


IMPACT V-BALL 13135.93


MONROE COMM 11700.55
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Introduction & Objectives 


The proposed method accomplishes the following general objectives: 
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Technical Basis 


Uniqueness & Differentiating Value 
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Current  Status of Project Components 


# Aspect Current Method Kodak Method


1 Limited (3 or 4)


2 Not available


3 Not available


4 # o  compatible with manufacturing procSmall, limited


5 Manufacturing process


6 Fulfilment time for individual Long


7 Development time for a Long


8 Order quantities Large lots


9 Philosophy


10 Cash outlay for Program completion Large


11 Not applicable


12 Not applicable


13 Key value add for the process
None, little or no value-add beyond where 


we are today with this process


Differentiated Method of 
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Proposed Next Steps: 


 


Conclusion & Contacts 


Kodak has unique capabilities to deliver solutions in this space that is taken up by knowledge of 


materials science, imaging, spectral response studies, systems integration, and manufacturing 


& coating methodology.  We look forward to an opportunity to leverage these strengths as part 


of the     
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System Prototypes Available:  


 


 


Next Steps:  


 


Conclusion & Contacts 


Kodak has unique capabilities to deliver solutions in this space that is taken up by knowledge of materials 


science, imaging, spectral response studies, systems integration, and manufacturing & coating methodology. We 


look forward to an opportunity to leverage these strengths with and their colleagues.  
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Please contact:  


Cumar Sreekumar, Ph.D.  


| Mobile | Office:  


Director, Advanced Technologies Development & Commercialization  


Vice President, Advanced Materials & 3D Printing Technology Division 


Eastman Kodak Company 


1999 Lake Avenue 


Rochester, NY 14650 – 2210 USA 
 


 


 


 


 


 


 


 


 


 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


(b) (4)


(b) (4)


(b) (6) (b) (6) (b) (6)
















Kodak  Technology 


Manufacturing Status: 


 


Application/Prototype Status: 


 


Investment: 
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o  Working Capital 
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Volume II: Cost Proposal 
Full Proposal Submitted for Consideration under  


Solicitation  
Research Area of Interest: 


This proposal is made in agreement with all the terms and conditions of this Solicitation. 


 


Establishing a U.S. Center of Excellence for the Production 
of Key Starting Materials & Active Pharmaceutical 


Ingredients for Essential Medicines 
 
 


Prime Offeror:  
Eastman Kodak Company (Kodak) 
Tel:  
e-mail:
Date of Submission: June 3, 2020 
Updated: June 5, 2020 
Proposed Period of Performance:  
06/2020 to 12/31/2026 
 


DUNS Number: 002206183 
 


CAGE Code: 19139  


 


TIM: 16-0417150 
 


NAICS: 339900 


 
 
 
 


Authorized Representative / Administrative Contact:  
Jim Continenza, Executive Chairman 
Tel:
 
 
 
______________________________________ 
 
Technical Contact: Terry Taber, Chief Technology 
Officer and Senior VP, Advanced Materials & 
Chemicals 
Tel:
 


Proposed Cost: $
 


 


FOR DISCUSSION PURPOSES ONLY.  The estimated costs contained in this proposal are 


preliminary. This description has been prepared by the management of Kodak and are based on 


Kodak’s current good faith views and assumptions believed to be reasonable as of this date. The 


estimated costs are subject to significant uncertainties and contingencies, many of which are 


beyond Kodak’s control, including local, regional and global economic conditions and 


fluctuations in the cost of building materials, labor and commodities. Actual costs may differ 


materially from these estimates. Kodak makes no express or implied representation or warranty 


as to the achievability of any cost estimates. Kodak expressly disclaims any and all liability that 


may be based on any inability to achieve any particular cost estimate. 
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1. COST SUMMARY 


Cost Proposal: Below is a brief cost summary. This proposal estimate is based upon a Cost-plus-fixed-fee (CPFF) model. 


Cost/CLIN: Total cost for each CLIN. These options have been presented in this summary where appropriate.  


Table 1. Summary Table of all Kodak Costs 


 


    


SUMMARY by CLIN (in millions)    


    


  TOTAL  


   


CLIN 1: Procurement and Storage of KSMs for Essential Medicines in Shortage   
CLIN 2: Establish U.S.-Based Production of KSMs for Essential Medicines in Shortage  
CLIN 3: Establish Strategic API Ingredient Reserve (SAPIR) Facility   
CLIN 4: Establish U.S.-Based Advanced Manufacturing Capability for KSMs and APIs  
CLIN 5: Establish a R&D Center of Excellence for Process and Analytical Test 
Development to Support Continuous Manufacturing and Testing of KSMs and 
APIs   
CLIN 6: Establish a Diagnostic Reagent Manufacturing Facility   
Total Direct Costs   
   


G&A   


   


Total Proposed Cost Excluding Fee   


Proposed Fee/Profit  


TBD 
(contracts)   


    


    


(b) (4)
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I. Disclaimer Statement 


This business plan (the “Business Plan”) contains a preliminary plan for a prospective business 


establishing a U.S. Center of Excellence for the production of key starting materials and active 


pharmaceutical ingredients for essential medicines (the “Business”). It is contemplated that the 


Business will be conducted by a special purpose vehicle, which will be wholly owned by Kodak. 


The description of the Business and the facilities to be developed to conduct the Business (the 


“Facilities”) contained in this Business Plan is preliminary, and the final scope of the Business 


and the design of the Facilities may differ from the description in this proposal, perhaps 


significantly. 


Because the Business is in the process of being developed, there is no historical operating or 


financial information specific to the Business. In presenting the Business, Kodak made a 


number of assumptions concerning all aspects of the Business, including the demand for and 


the market’s acceptance of the products manufactured by the Business, the scope and cost to 


develop the Facilities and other infrastructure necessary to conduct the Business, the capacity 


and productivity of the Facilities, the costs associated with manufacturing the products and 


operating the Business, and the price at which the products can be sold. Some but not all these 


assumptions are summarized in this presentation and the accompanying financial projections 


model. 


This Business Plan contains “forward-looking” statements and financial projections that are 


based on Kodak’s assumptions as well as its estimates of possible operating results for the 


Business as of the date of this presentation. The financial projections cover multiple years and 


such information by its nature becomes subject to greater uncertainty with each successive 


year. Although Kodak believes such projections to be realistic, all estimates, projections and 


other “forward looking” material are uncertain, involve significant elements of subjective 


judgment and analysis, and are subject to factors outside Kodak’s control, including local, 


regional and global political and economic conditions and fluctuations in the cost of building 


materials, labor, commodities and pharmaceutical materials. There can be no assurance that 


Kodak’s assumptions will be accurate, the included financial projections will be realized, or 


actual results will not be significantly higher or lower than projected. As a result, Kodak does not 


assume any responsibility for the validity, reasonableness, accuracy or completeness of such 
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estimates and projections and the included financial projections should not be relied on as 


predictive of actual future events. 


Kodak does not make any express or implied representation or warranty as to the accuracy or 


completeness of the information contained herein or made available in connection with any 


further investigation of the Business or the feasibility or achievability of any financial projections 


or other forward-looking statements. Kodak expressly disclaims any and all liability that may be 


based on such information, errors therein or omissions therefrom. Without limiting the generality 


of the foregoing, only those representations and warranties that may be made by Kodak or any 


of its affiliates in any definitive written agreement that may be executed in the future, if any, shall 


have any legal effect, subject to any limitations and restrictions as specified therein. Kodak 


undertakes no obligation to update or revise information in this Business Plan to reflect the 


potential effect of events or circumstances that arise after the date hereof, including changes in 


the projected scope of the Business or the Facilities. 
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II. Executive Summary 


Kodak proposes to establish a Special Purpose Vehicle (referred to throughout this Business 


Plan as the “Business” or “SPV”) to own and operate a U.S. Center of Excellence for the 


Production of Key Starting Materials (“KSMs”) and Active Pharmaceutical Ingredients (“APIs”) 


for Essential Medicines. The Business’ main purpose is to support the U.S. national security 


imperative to expand the country’s domestic manufacturing capabilities to produce a strong and 


dependable supply of critical pharmaceutical materials in the U.S. 


The COVID-19 pandemic, which caused drug shortages, highlighted the severity of the 


country’s dependence on non-domestic sources for the majority of its most essential 


pharmaceuticals and the ease with which such sources of supply can be disrupted. It is critical 


to realign the current supply chain to guarantee a strong stockpile of treatments during the 


current pandemic and to minimize the country’s reliance on foreign sources for future needs. 


Kodak and the Business intend to play a meaningful role in the U.S. response to address the 


strategic supply of critical pharmaceuticals. In order to successfully contribute to addressing this 


strategic national security imperative, the Business needs to: 


 Secure the upstream supply chain – by focusing on specialized equipment that would 


enable the production of key starting materials in the U.S., reducing the country’s 


dependence on raw materials from foreign sources, especially for Essential Medicines of 


Strategic National Importance. 


 Reduce production costs – by incorporating advanced manufacturing technologies, 


including continuous platforms and processes, in order to enable the long-term, 


sustainable production of starting materials, intermediates and APIs that improve yields, 


reduce waste, and reduce production costs. 


 Formulate a public-private partnership – by collaborating with the Federal 


Government and its partners to select products aimed at improving health outcomes and 


managing disruptions that may occur due to trade, natural disaster or public health 


threats. 


Consequently, Kodak is starting up the Business to provide: (a) pharmaceutical manufacturing 


for KSMs and APIs, (b) critical supporting operations for the KSM and API manufacturing, and 
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(c) manufacturing of chemically based testing reagents to support the health care industry. All 


these operations will be conducted on U.S. soil. 


The Business has six (6) main elements of its startup and implementation plan: 


1. Procurement and Storage of KSMs for Essential Medicines in Shortage; 


2. Establish U.S.-Based Production of Unregulated KSMs for Essential Medicines in 
Shortage; 


3. Establish Strategic API Ingredient Reserve (SAPIR) Facility; 


4. Establish U.S.-Based Advanced Manufacturing Capability for KSMs and APIs; 


5. Establish a Center of Excellence for Continuous Manufacturing and Testing of KSMs 
and APIs; and 


6. Establish a Diagnostic Reagent Manufacturing Facility. 
 


Figure 1 below sets out the main workstreams and goals of the Business for each element 


discussed above. The implementation of the overall project, net of assets and infrastructure to 


be contributed or provided to the Business by Kodak, is estimated to cost


dollars ( ). 


Figure 1:  Workstreams & Associated Goals to Provide KSMs & APIs for Essential Medicines to the United States  


In order to fund the startup, the Business has applied for a loan from the U.S. Development 


Finance Corporation (DFC) in the amount of the startup costs of M. Kodak estimates that 


the assets and infrastructure that it will contribute or provide to the Business will avoid costs of 


more than M and shorten the go-to-market period significantly as compared to starting the 


Business from scratch. 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Figure 2 provides an overview of the timeline for the expenditures needed for all elements of the Business to be fully operational.  
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Figure 2:  Timeline and Spend Profile 
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The Business will utilize a combination of existing, renovated and expanded facilities, as well as 


construction of new facilities on existing shovel-ready land to avoid and lower startup costs and 


accelerate the time to market. By expanding Kodak’s existing facilities and incorporating 


continuous manufacturing and advanced technology capabilities, the Business will increase its 


capacity and provide the ingredients needed to produce several of the essential medicines to 


support the needs of the American people. 


Below are more details about each of the elements of the startup and implementation plan. 


Elements 1 & 2:  Supply Chain Partner for Unregulated Key Starting Materials. These 


elements can be implemented almost immediately after receipt of the loan by leveraging 


existing resources. The Business will work with the Federal Government and its partners to 


determine key starting materials of strategic national importance for API manufacturing to 


ensure long-term supply chain resiliency. The Business will begin by procuring and producing 


unregulated starting materials needed to support API production used in COVID-19 finished 


medicine products. This initiative includes manufacturing bulk intermediates as well as 


compounds for COVID-19 related treatments, and as supporting the development of a reserve 


of KSMs in preparation for future surges and shortages.  


Elements 3 & 4:  KSM & API Manufacturing Facility – leveraging existing infrastructure, 


including updating a Specialty Chemicals building to create an advanced hybrid manufacturing 


facility that combines existing batch manufacturing equipment with new continuous 


manufacturing processes. This upgraded facility will have the capacity to manufacture up to  


metric tons of API per week. Kodak proposes to construct a Strategic Active Pharmaceutical 


Ingredient Reserve (SAPIR) Facility that will benefit the nation by providing an insurance policy 


against potential interruptions in the U.S. API supply chain used for Essential Medicines.  


For the long-term, the Business will incorporate new technologies, which involve hazardous and 


specialized manufacturing capabilities (e.g. nitration and high pressure hydrogenation) utilizing 


continuous manufacturing technology. This will enable the production of more starting materials 


and intermediates within the U.S. 


Element 5:  KSM & API R&D Center of Excellence – leveraging existing expertise, upgrade 


Kodak’s Research & Development (R&D) facility and focus on innovation and improvement of 


continuous manufacturing solutions to support essential medicine manufacturing for the U.S. 


(b) (4)
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Element 6:  Reagent manufacturing facility – upgrade existing laboratories for diagnostic 


testing, to include Good Laboratory Practice (GLP) manufacture of chemical based bulk 


reagents required for diagnostic production as well as, long term, assay research and 


development capabilities. 


As will be developed in greater detail in this Business Plan to follow, the strategic initiative to 


bring critical elements of pharmaceutical manufacture back to the United States is a strategic 


national imperative, but also a significant and unprecedented undertaking. This initiative 


therefore involves additional challenges to corporate profitability, timing, market and competitive 


dynamics, and underlying capital requirements for construction, startup, and ramp up that are 


not typically found in a strategic plan to support a request for traditional commercial funding. 


The most significant challenge and risk to the Business, and to Kodak as the parent of the 


Business, is that in order to satisfy national security interests the Business may not have a 


choice as to which KSMs and APIs it needs to manufacture. Consequently, this may put stress 


on the current business plan. Additional key challenges are: (1) extreme urgency; (2) high 


capital requirements; (3) strict regulations; (4) competition; and (5) market dynamics. Each of 


these key challenges and the mitigating factors are addressed in the Risk and Risk Mitigation 


section of this Business Plan. 


In summary, Kodak will launch the Business as a U.S. Center of Excellence for Production of 


critical Key Starting Materials & Active Pharmaceutical Ingredients for Essential Medicines. In 


partnership with the U.S. Government, Kodak can immediately begin to procure and 


manufacture starting materials that are in critical need for COVID-19 treatments and the 


Strategic National Stockpile. This initiative leverages valuable assets and infrastructure that 


Kodak currently possesses which will result in a more cost-effective and expedited solution. 


With the upgrades to its facility and necessary supply agreements, Kodak is prepared to serve 


as a secure and dependable supplier of critical materials for the pharmaceutical sector in order 


to meet the long-term national security needs of the country. Moreover, the Business will serve 


as a strong and sustainable U.S. owned and operated supplier now and in the future with the 


ancillary benefit of bringing manufacturing jobs back to the United States.  
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III. Eligibility Criteria 


Kodak believes that the loan it is requesting on behalf of its to-be-formed Special Purpose 


Vehicle (“SPV”) satisfies the eligibility requirement of the DFC-DPA Loan Program. The 


Business’ primary purpose is to create, maintain, protect, expand and restore the U.S. domestic 


industrial base capabilities supporting the national response and recovery to the COVID-19 


outbreak and the overall resiliency of the U.S. domestic supply chain for Key Starting Materials 


and Active Pharmaceutical Ingredients for Essential Medicines. Kodak has an over 100-year 


history of working with the U.S. Government on matters of national security. Given the 


paramount importance of building a domestic supply chain and the value that Kodak could 


contribute to this need, Kodak believes it is our duty as a good corporate citizen to assist our 


country in this effort. 


As a first step in building the Center of Excellence to Manufacture Essential Medicines, Kodak 


presents this Business Plan on the firm belief that Kodak’s loan application meets all the DFC-


DPA eligibility requirements: 


1. The loan supports the production or supply of an industrial resource, critical technology 


item, or material that is essential to the national defense. 


As set forth in this Business Plan, the Business will provide: (a) pharmaceutical manufacturing 


for KSMs and APIs, (b) critical supporting operations for the KSM and API manufacturing, and 


(c) manufacturing of chemically based testing reagents to support the health care industry. 


These operations are all critical for the protection of U.S. national security interests. 


2. Without the loan, the U.S. industry cannot reasonably be expected to provide the 


needed capacity, technological processes, or materials in a timely manner. 


Financial assistance from a private source on reasonable terms is not available to establish this 


business. The challenges with bringing back the KSM and API supply chain to the U.S. are 


significant and not the kind of challenges that traditional commercial funders are accustomed. 


As a result, the business is likely to have challenges and risks that a private financing institution 


is highly unlikely to fund.  


3. The loan is the most cost-effective, expedient, and practical alternative method for 


meeting the need. 
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For the reasons set forth in 1 and 2 above, a loan from the DFC is the most cost-effective, 


expedient, practical and only way to meet this need. 


Lastly, in order to be eligible for the DFC-DPA loan, the loan must be used for the acquisition, 


development, construction, ownership, operation of facilities or equipment, working capital or 


other costs associated with an approved project. As outlined in Kodak’s loan application in 


response to Question 6, the loan proceeds will be used solely for these purposes. 


 


IV. How DFC’s Participation Will Contribute to 
Project’s Success 
Expanding the storage and production of KSMs and APIs in the United States is of critical 


national strategic importance. This cannot be accomplished successfully without a loan from the 


DFC.  


In addition to providing the funding, the DFC can contribute to the success of the Business by 


supporting Kodak’s efforts to enter into long term supply agreements with the companies that 


have entered into long term agreements with the U.S. government. 


Lastly, in line with DFC’s traditional mission of partnering with the private sector to finance 


solutions to the most critical challenges facing the developing world, DFC could support the 


Business in exporting. While the primary goal of the Business is to use its capacity to meet the 


needs of the US market, the Business could support the U.S. government in its initiatives to 


improve foreign relations by supplying KSMs and/or APIs to foreign governments to the extent 


the Business has excess capacity. In addition, reagents could be sold domestically as well as 


internationally since these are not Essential Medicines. As a global company, Kodak’s reach 


extends to every major continent. Kodak sells or operates in over 100 countries globally with 


legal entities in 38 of those countries. The multi-national infrastructure and organization which 


has been established for decades results in rapid expansion of new products and opportunities 


worldwide. This network and expertise could be utilized by the Business to support the U.S. 


government in its initiatives abroad. 
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V. Organization Transactions 


Prior to the completion of the funding of the Business, Kodak will be forming a Special Purpose 


Vehicle (the “SPV”) to own and operate the Business. The SPV will be a wholly-owned 


subsidiary of Kodak. In connection with the establishment of the SPV, Kodak intends to enter 


into certain agreements and take certain actions in order to set up and support the ongoing 


operations of the Business. The following are the principal steps of the Organization 


Transactions: 


 Kodak will contribute certain assets of, and the SPV/Business will assume the liabilities 


associated with, the transferred assets in exchange for 100% of the ownership interests 


in the SPV; 


 Kodak and the SPV/Business will enter into several additional agreements with Kodak 


as further described below; and 


 To the extent necessary following the making of the loan, Kodak intends to transfer to 


the SPV certain assets and liabilities that cannot be transferred prior to the making of the 


loan due to business, regulatory or other legal constraints such as lender, customer or 


supplier consents. 


Following the Organization Transactions, the Business will own or have the right to use 


substantially all of the assets needed to conduct its business including the following: 


 Intellectual Property:  Kodak will license the Kodak name/brand, provide an IP license 


to patents, know-how and trade secrets. 


 Real Property:  The Business will acquire certain facilities and the fixtures and 


equipment contained therein from Kodak, including Building and the Kodak 


Research Labs, excluding equipment and fixtures contained in the space to be leased 


back by Kodak.  


 Employees:  Kodak will transfer any agreed upon employees to the Business upon 


completion of the organization transactions. In addition, Kodak will enter into a 


Secondment Agreement with the Business, to provide certain necessary services to the 


Business until such time as the Business has hired its own direct resources. 


  


(b) (4)
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The SPV/Business Relationship with Kodak 
 


In connection with this offering and the Organization Transactions, the SPV/Business and 


Kodak will enter into certain agreements that will provide a framework for the ongoing 


relationship between the Business and Kodak. These agreements are intended to provide for an 


orderly transition to set-up the Business and its ongoing operation. Additional or modified 


agreements, arrangements and transactions will be put in place as needed. 


Real Property Leases 


Kodak will enter into building and ground leases for certain space in Eastman Business Park in 


Rochester, New York, that will contain the SPV’s corporate headquarters and other functions, 


the R&D Center of Excellence, warehouses and manufacturing facilities. 


Supply Agreements 


Kodak and the Business may enter into various supply agreements, some of which may provide 


for the Business to supply certain products to Kodak and others that may provide for Kodak to 


supply certain products to the Business. 


Service Agreements 


Kodak will provide to the Business waste management, technical, and analytical services.   


Development Agreement 


The Business and Kodak may also need to engage the other party for certain research and 


development projects where the expertise for one party’s products resides in the engineers and 


scientists in the other party’s workforce. 


Secondment Agreement 


Kodak will enter into an agreement with the Business to provide a labor loan for key 


management, operational and technical resources as may be needed. 


Management and Operations Support Services Agreement 


A management and operations support services agreement will also be executed under which 


Kodak and its affiliates or their service providers will provide the Business with certain 


management and back office support services in areas including information technology, 
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finance, treasury, audit, billing and collections, human resources and benefits administration, 


health, safety and environment services and other operational matters. 


Permits 


Kodak and the Business will use commercially reasonable efforts to obtain any permits, 


licenses, approvals and authorizations from governmental authorities that are necessary for the 


Business to own or operate the transferred business from and after the date of the loan. 


Employee Matters Agreement 


We intend to enter into an employee matters agreement with Kodak, which will govern the 


respective rights, responsibilities and obligations of Kodak and the Business after the 


Organization Transactions with respect to transferred employees, benefit plans, incentive plans 


and equity awards. Generally, the Business will assume or retain sponsorship of, and liabilities 


relating to, employee compensation and benefit programs relating to the employees transferred 


to it in the Organization Transactions, subject to certain exceptions to be described in the 


agreement. 


Intellectual Property License Agreements 


Kodak will license to the Business any patents and know-how Kodak owns or has a right to 


license (without payment to a third party) which are necessary to conduct the Business. The 


licenses will be non-exclusive and will include the right to make, have made, use and sell 


products in the fields of Pharmaceutical materials and precursors. Kodak will not make any 


warranty to the Business as to the validity of any licensed intellectual property. For patents, the 


licenses will last from the consummation of the Organization Transactions until the earlier of the 


expiration of the relevant patent or the date a court of competent jurisdiction issues a final ruling 


that the patent is invalid or unenforceable. For know-how, the licenses will be perpetual. There 


will also be an intellectual property grant-back license agreement, whereby the Business will 


license back to Kodak the intellectual property which the Business develop under the 


development agreements with Kodak or others, or otherwise owns. The grant back license will 


be worldwide, irrevocable and fully paid and royalty free to use, make, have made, develop, 


market, distribute, import and sell certain products. The Business will also be granted a 


trademark license agreement with Kodak pursuant to which the Business will license the right to 


use certain Kodak trademarks in its business on a non-exclusive basis.  
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Software License Agreement  


Kodak will also license to the Business some of its proprietary software and algorithms used in 


product development. 


 


VI. Factors/Resources for Transaction Success 


A. Why Kodak? 


Kodak offers pharmaceutical manufacturers a unique combination of skills and resources 


needed to quickly commence production and distribution of products that meet the highest 


standards:  a well-established culture of innovation, extensive ready-now infrastructure and 


deep experience in intricate manufacturing and supply chain management. As a renowned 


specialty chemical manufacturer, Kodak will join the impressive list of companies that made the 


successful integration from fine chemicals to pharmaceuticals. Among them are Bayer, Lonza, 


Fuji, and 3M, to name just a few. 


Kodak, founded in 1888 and operating publicly for over 117 years, is an iconic American 


company with a globally recognized brand, and is viewed as one of the most innovative 


companies in the areas of material sciences and chemistry. As an American company that has 


participated in bringing about technological innovations that have changed the way Americans 


live, Kodak wants to do its part to strengthen the U.S. supply chain for the pharmaceutical 


industry to ensure the American population can remain protected and healthy. 


B. Commitment to U.S. National Security 


Kodak has a long history of supporting the U.S. Government. Kodak has been a supplier of a 


variety of films to the government during wartime, Cold War, and peacetime for use in military 


and U.S. security as well as films for NASA. Whether it was providing aerial lenses, cameras or 


optics for tank periscopes during the second World War or providing sensors or cameras for 


several of NASA’s space missions, Kodak has been serving as a strong partner of the U.S. 


Government for over a century.  


 


Kodak will increase production of critical starting materials, intermediates and APIs in the U.S. 


with the establishment of the upgraded facility, equipment and processes. In partnership with 


(b) (4)
(b) (4)
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the U.S. Government, Kodak can begin to procure and manufacture starting materials that are 


in critical need for COVID-19 treatments and the Strategic National Stockpile. With the upgrades 


to its facility and necessary supply agreements, Kodak is prepared to serve as a secure and 


dependable supplier of critical materials for the pharmaceutical sector in order to meet the long-


term national security needs of the country. 


As an American company that has participated in bringing about technological innovations that 


have changed the way Americans live, Kodak wants to do its part to strengthen the U.S. supply 


chain for the pharmaceutical industry to ensure the American population can remain protected 


and healthy. With the entrepreneurial passion and agility of a startup and the institutional 


knowledge and infrastructure of a giant, Kodak is prepared to be an invaluable partner for 


America’s pharmaceutical industry. 


C. Existing Infrastructure 


Kodak’s Eastman Business Park is located on a 1,200-acre campus with 16 million square feet 


of manufacturing, lab, warehouse and office space. To support pharmaceutical manufacturing 


and distribution, the Park offers built-in, cost-efficient utilities (including an on-site 117 MW 


power plant and access to a 2,400 gallon-per-minute de-mineralized water supply), and 


convenient access to transportation (including 13 miles of rail track within the Park and close 


proximity to the interstate highway system and an international airport). 


This infrastructure allows Kodak to have speed to market as well as competitive labor and 


capital costs. This is recognized by the fact that EBP houses world-renowned healthcare and 


biotech companies, including:  Dupont, Carestream, Ortho Clinical Diagnostics, Greenlight 


Biosciences, and Aedicell. There is also 50 acres of shovel ready land available to build to 


support the operations of the Business. Lastly, Kodak is one of the few companies that has a 


fully integrated infrastructure to take a new product from lab scale to production pilot to full 


manufacturing all within the same organization. 


Kodak’s Eastman Business Park is designated as a secured site, under the U.S. Department of 


Homeland Security a “CFATS” site (Counterterrorism Facility Anti-Terrorism Standard). The 


Business will have immediate access to a full complement of on-site utilities available (electric, 


steam, chilled and high purity water, compressed air, nitrogen, industrial sewer service and on-


site wastewater treatment plant). In addition, the following infrastructure and operations are 
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located on-site:  fire and emergency services, facility management, railroad, and 24/7 security 


and site access control. 


Additional assets that will be utilized include the Specialty Chemicals Warehouse. It is a full-


service storage, logistics and distribution center. There are two warehouses located in Eastman 


Business Park in Rochester, New York. Product from these warehouses can be shipped to 


Kodak Regional Distribution Centers or directly to customers. The warehouses consist of 


sections capable of storing chemicals at controlled room, refrigerated or frozen temperatures. 


Storage abilities include high hazard, low hazard and work in progress. 


Kodak also has an existing Specialty Chemicals Manufacturing facility. Assets in one of the 


existing facilities (Building ) is already equipped with reaction vessels,  centrifuges and 


dryers for a total of  capacity and can be immediately used to manufacture KSMs for 


this project. Lastly, Kodak has an existing research and development facility at Eastman 


Business Park. Part of this facility will be renovated for the Center of Excellence.  


D. Experienced Team 


Kodak has an experienced leadership team with an established track record of delivering 


profitable growth and innovative products. Its leadership team is deeply committed to Kodak’s 


mission to be a leader within the U.S. pharmaceutical KSM and API market. Kodak benefits 


from a workforce that is experienced in developing and delivering a diverse range of products 


and technologies. The company has a knowledgeable and experienced R&D team consisting of 


scientists, chemists, engineers, technicians and commercialization managers. Kodak is 


committed to recruiting and hiring additional members of the Business leadership team who 


have demonstrated successful pharmaceutical experience. 


Jim Continenza is the Company’s Executive Chairman, a role he has occupied since February 


of 2019. Under Jim’s leadership, the Company executed on several important initiatives in 2019. 


These included the following: 


• Sale of Flexographic Packaging Division for net proceeds of approximately $312 


million 


• Issuance and sale of $100 million aggregate principal amount of 5.00% Secured 


Convertible Notes due 2021.  


• Repayment in full $395 million of the First Lien Term Loans.  


(b) (4) (b) (4) (b) (4)


(b) (4) (b) (4)
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• Growth in profitable revenue: 


• Volume for KODAK SONORA Process-Free Plates grew by 22 percent 


year-over-year 


• Annuities revenue for KODAK PROSPER grew by 5 percent year-over-


year 


• Ending 2019 cash balance of $233 million flat when compared with 2018 year-


end. 


The execution of these initiatives resulted in significant improvement in the financial health of 


the Company. In fact, Kodak’s cash performance for 2019 represents the first year in over a 


decade in which the company did not use cash. The Company leadership team is also 


seasoned and responsible for the dramatic improvement in operations for 2019. Many of our 


senior leaders have decades of experience in advanced materials, chemicals or printing 


technologies, sales and operations. 


In addition, under Continenza’s leadership, the Company has significantly improved its 


efficiency. The senior leadership team has delivered reductions in costs and improved 


efficiencies in excess of $150 million in the last 15 months. In addition to the impacts of the 


transactions above, the Company has created a new, simplified organization structure which is 


focused on generating cash through the elimination of non-core investment areas and 


operational efficiencies in core businesses. 


Kodak is also focused on its customer needs and has created an approach to the customer 


which eliminates conflicts between product areas - One Kodak. The One Kodak approach has 


resulted in an accelerated delivery of solutions to our customers. In June 2020, the Company 


announced six new products for our print customers in the areas of SONORA plates, 


PRINERGY Workflow Software, inkjet and electrophotographic presses.  


Included in these new products is the KODAK PROSPER ULTRA 520 Press which takes inkjet 


to the next level, delivering offset-like quality at a consistent production speed of 150 MPM/500 


FPM on glossy papers with high ink coverage and variable print — all at the industry's lowest 


cost of operation. 


In addition, Kodak launched a disruptive technology called the Sapphire EVO W which is the 


first digital packaging press ever produced that can match the productivity of flexographic 
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printing and the quality of gravure printing. It uses Kodak's high-resolution ULTRASTREAM 


Inkjet Technology and QD Packaging Inks to bring the endless opportunities of digital printing 


into mainstream production of flexible packaging.  


These products are groundbreaking innovations for Kodak’s customers. The new management 


team at Kodak has delivered for our customers and is focused on delivering continued efficiency 


in everything we do. We are capable of operating in challenging environments and achieving 


incredible results. Kodak’s involvement in this important opportunity represents a strong 


operational team that can deliver on commitments to our customers and our country.  


E. Kodak Specialty Chemicals  


Kodak Specialty Chemicals group is based at Eastman Business Park, and the business offers 


the following assets and capabilities: 


 batch manufacturing reactors organized in bays, each with centrifuge capability – 


each bay capable of manufacturing complex multi-step heterocycles;  


 A solvent supply and recovery facility, with significant tankage;  


 A wastewater treatment facility that can process 30 million gallons a day;  


 On-site power plant and steam supply;  


 Long history of organic chemical manufacturing with a proprietary chemical process 


database of over 100,000 molecules;  


 An on-going fine chemical manufacturing operation with significant manufacturing 


capacity; and, 


 Significant process development expertise, with a network and capability to add 


additional resources.  


 


Kodak Specialty Chemicals has a world-class management team with diverse backgrounds and 


in-depth experience. These leaders have been with Kodak for an average of 25 years, and all 


specialized in chemistry, organic chemistry, mechanical engineering or chemical engineering. 


Kodak currently employs hundreds of people within this business ranging from chemists and 


engineers to technicians and chemical operators. The vast majority of these employees have 


over 20 years of experience. 


(b) (4) (b) (4)







 
21 


EASTMAN KODAK COMPANY‐CONFIDENTIAL BUSINESS INFORMATION‐BUSINESS SENSITIVE‐NOT FOR 
DISTRIBUTION OUTSIDE U.S. GOVERNMENT 
 


In addition, the Greater Rochester region is well known for its superior academic institutions and 


workforce development programs. Today, more than 2,100 people in the area currently work 


within the pharmaceutical industry. 


F. Experience in Pharmaceutical API Manufacturing 


Kodak is a leader in contract manufacturing and custom chemical synthesis, and currently 


supplies raw materials to contract manufacturing organizations (CMOs) in the pharmaceutical 


space. Kodak is considered the preferred supplier for a major pharmaceutical CMO and 


provides starting materials for its generics and for its Phase I, Phase II and Phase III clinical 


trials. Kodak also supplies starting materials to innovator pharmaceutical companies for early 


phase clinical trials. 


G. Foundational Material Science and Specialty Chemicals Expertise 


For over 100 years, Kodak has been a leader and innovator in materials science. Material 


science and chemistry [especially small molecule chemistry] is at our core. Kodak as an 


inventor and innovator has been awarded over 20,000 U.S. patents in the last century with 


many of them in new materials, materials formulations, and integration of materials into useful 


products across imaging, printing and healthcare industries. The demonstrated R&D capability 


and results are not only reflected in U.S. patents, but also in a wide range of technical and 


scientific articles published in peer-reviewed journals. 


This expertise encompasses the following:  


 Invention of new materials for a variety of functions and applications; 


 Formulation of these materials into useful compositions such as color negative films, 


inkjet inks, electrophotographic toners, antimicrobials, offset digital printing plates, and 


more.  


 Process development in order to scale materials and material formulations into tens of 


thousands of kilograms per year. 


Moreover, Kodak over the decades adapted its fundamental expertise in material science and 


chemistry to participate in a variety of industries, including organic chemicals manufacturing, 


clinical diagnostics, space imaging and printing and publishing. It is this experience and 


demonstrated capability Kodak brings to the task of process development for pharma materials. 
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Moreover, Kodak has world class analytical testing resources to support all Kodak program 


phases from R&D through manufacturing. These include:  Atomic Absorption Spectroscopy, 


Conductivity, Density, Differential Scanning Calorimetry, Emission Spectroscopy, FT Infrared 


Spectroscopy, Gas Chromatography, Gravimetry, Inductively Coupled Plasma, Ion 


Chromatography, High Pressure Liquid Chromatography, Microscopy, GC Mass Spectroscopy 


and LC Mass Spectroscopy. 


H. Expertise in Manufacturing, Supply Chain & Logistics 


Kodak Logistics is responsible for distribution warehousing, transportation and international 


trade compliance. Worldwide distribution of Kodak products is managed out of 35 warehouses 


in 18 countries. Domestic U.S. distribution centers are in Columbus, Georgia; Dayton, Ohio; City 


of Industry, California; and Rochester, New York. Products stored in these warehouses include 


chemicals, film, inks, toners, printing plates, printing machines and spare parts. Due to the 


requirements of Kodak’s products, the warehouses are temperature controlled. Kodak moves 


over two million kilograms of freight per month and uses virtually all modes of transportation. 


Kodak has well-established partnerships with many of the country’s largest transportation 


companies and has experience transporting both hazardous and non-hazardous freight. 


Kodak is a self-filer for both export and import entries with U.S. Customs. The company 


maintains a secure supply chain and, as a result, has earned C-TPAT Tier III certification. 


Additionally, our carriers and 3PL partners were selected, in part, based on also having 


achieved C-TPAT certification. 


I. Speed to Supply and Production 


Given the national security imperative to expand storage and manufacturing capacity and 


facilities in essential medicines, the Business proposes to immediately begin efforts to secure a 


supply of essential KSMs and their precursors, while working to bring the manufacturing of 


these, and other, essential KSMs back to U.S. soil. Kodak currently operates a Specialty 


Chemicals Warehouse located at its Eastman Business Park in Rochester, New York. This 


warehouse can be used to store KSMs for Essential Medicines in shortage supported by 


Kodak’s existing procurement, supply chain and logistics team. The Business also can 


immediately commence manufacturing of certain KSMs that are not able to be bought and 
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stored but are more urgently needed to prepare for a second wave of COVID-19. The Business 


will utilize its existing Specialty Chemicals manufacturing facility for these products. 


 


VII. Document Status 


A. Loan Documentation 


The SPV will be set up prior to execution of the loan documentation. However, the Organization 


Transactions will commence shortly after executing a commitment letter for the loan and be 


consummated simultaneously with the closing of the loan. 


B. Architecture & Engineering Documentation 


Kodak has not commenced the work to hire a general contractor and create the architectural 


and engineering plans to renovate and construct the facilities set forth in the plan. This will 


commence immediately upon receipt of the loan. 


  


(b) (4) (b) (4)
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C. Permits and Licenses 


Kodak’s current operations at the Eastman Business Park operate in a highly regulated 


environment that are associated with our current chemical manufacturing operations. Kodak has 


a long history of managing complex environmental permits including a Title V Air Permit, 


SPDES/NPDES Discharge Permits and other associated permits associated with chemical 


manufacturing. In addition, Kodak has experienced HSE personnel on staff that provide 


expertise in this space. 


Kodak has completed a top-level screening analysis of the environmental permit and license 


requirements that would be necessary to incorporate the new products into existing Kodak 


processes and infrastructure. To incorporate the new products into existing Kodak processes, it 


is anticipated amendments to permits and licenses may be needed. Existing Kodak operations 


will be able to be utilized for the initial production of some KSMs for Essential Medicines and for 


the procurement and storage of some KSMs for Essential Medicines in shortage. Given the 


permitting framework in place, any additional permitting or licensing actions necessary can likely 


be accomplished in an expedited manner. 


For the segments of the Business that require renovation and new construction, it is likely that 


new permits and licenses will be needed. However, a benefit of locating these new facilities 


within Eastman Business Park is it has a long history of industrial use and is not a Greenfield 


site. There is shovel ready land with access to a comprehensive suite of utilities and a highly 


knowledgeable and experienced health, safety and environment team that will be beneficial in 


terms of accelerating the timeline. 


D. Past and Ongoing Consultations with Project-Affected Communities 


Communication with affected communities about the Business has not yet been commenced. 


Based upon experience, Kodak anticipates community response will be enthusiastically positive 


and communication efforts will go smoothly. Eastman Business Park’s positive profile has 


earned the attention of key stakeholders in the region and community. New York State 


considers Eastman Business Park a top economic development priority. Monroe County, City of 


Rochester and the Town of Greece, are municipal partners focused on business growth. The 


following are other examples of positive relationships and community collaborations: 
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 At its 2019 Annual Dinner, the Greece Regional Chamber of Commerce presented 


Eastman Business Park with a newly created prize, the Economic Engine Award, in 


recognition of our contributions to revitalizing the area.  


 The West Ridge Road Business Association redesigned its promotional street signs to 


align with the ones Kodak installed to promote our revitalized Kodak Center (theater and 


visitor center).  


 In addition to bringing national acts to the neighborhood, Kodak Center hosts community 


meetings and events like the recent American Red Cross Blood Drive.  


 Kodak Center now hosts a space simulation experience run by BOCES called 


Challenger Center.  


 Kodak anticipates the creation of a Junior Achievement Discovery Center on the 


premises in 2021, and every summer, Kodak Center hosts summer drama camps for 


hundreds of kids.  


Presidents of the Maplewood Neighborhood Association and the West Ridge Road Business 


Association often provide letters of support and attend city council meetings in support of our 


improvement efforts. Kodak is a member of these organizations and teams up with the county, 


city, town and local neighborhoods and business associations to ensure community involvement 


and input as changes occur within Eastman Business Park. Structured forums provide the 


opportunity for highlighting site updates, soliciting input on major impact projects or participation 


at general group gatherings. 


Kodak has a positive relationship with the local community and maintains an open line of 


communication for community input. Examples of some of the past engagements with the 


community on strategic projects at Eastman Business Park include: 


 Communicating a Master Plan concept for the EBP-East section of the Park;  


 Providing important informational updates during the demolition of obsolete buildings;  


 Recycled Energy Development’s major project to convert a coal-fired boiler plant to 


natural gas; and,  


 Updates focused on new tenants and their business growth plans. 


The interactions realized as a result of these communications have resulted in positive 


synergies, both professionally and personally, among all team members. 
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EBP’s long-standing history, integrity and responsibility in the community is of the utmost 


importance and the significance of strong, collaborative relationships with the local 


neighborhood network and business associations cannot be underemphasized as a mutual 


benefit to enhance both business and social awareness and success. 


E. Environmental Studies 


The Business will be located in area of Eastman Business Park known as EBP-M and EBP-E. 


Eastman Business Park is subject to RCRA Corrective Action and has undergone extensive 


environmental investigations since the late 1980s and the environmantal conditions are well 


characterized. Environmental regulatory agencies have approved ongoing site management 


components to address the site environmental conditions and these measures are primarily 


administered by New York State. The site management components include continued 


operation of remedial systems, long-term groundwater monitoring, maintenance of soil covers, 


management of excavated soil, and execution of a soil vapor intrusion management plan. 


Kodak does not anticipate any significant additional environmental studies would be required. 


 


VIII. Key Parties 


As set out in Figure 3, the Business will have many key relationships. 


 Figure 3:  Structure and Key Relationships of the Business 


(b) (4)
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A. Eastman Kodak Company 


Eastman Kodak Company, as the parent of the SPV, intends to play an active and critical role 


ensuring the success of the Business. 


Kodak was founded by George Eastman in 1880 and incorporated in 1901 in the State of New 


Jersey. Kodak is headquartered in Rochester, New York. 


Today, Kodak is a global technology company focused on print, advanced materials and 


chemicals. Kodak provides industry-leading hardware, software, consumables and services 


primarily to customers in commercial print, packaging, publishing, manufacturing and 


entertainment. Kodak is committed to environmental stewardship and ongoing leadership in 


developing sustainable solutions. Its broad portfolio of superior products, responsive support 


and world-class R&D make Kodak solutions a smart investment for customers looking to 


improve their profitability and drive growth. 


B. Board of Directors and Management 


The following table provides information regarding our initial executive officers and members of 


our board of directors. 


Name     Position(s) 


James V. Continenza   Executive Chairman 


Terry R. Taber   President & Director 


David E. Bullwinkle  Director 


Roger W. Byrd  Director 


Denisse Goldbarg  Director 


James Moran   Director 


 


James V. Continenza 


Jim Continenza leads the transformation of Kodak as Executive Chairman. He was appointed to 


that position by the Board of Directors on February 20, 2019. Continenza joined the Board of 


Directors of Kodak in April 2013 and became Chairman of the Board in September 2013. 
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Continenza is a Senior Executive with the proven ability to transform businesses and create 


substantial shareholder value. He is an innovative leader with the proven ability to develop and 


lead complex initiatives from concept through implementation. His leadership and board 


experience spans a variety of industries. He is respected by his peers as a visionary strategist 


with a proven ability to execute. 


Continenza currently serves as either Chair or Director on the boards of Kodak, Merrill Corp, 


Sorenson Communications LLC, White Energy LLC, Erickson Helicopter LLC, Cenveo 


Corporation and is the CEO/Chairman of Vivial Holdings, LLC.  


Previously, Continenza was either Chairman or Director for Nextel International (NII),Tembec 


Corp, Neff Rental LLC, Broadview Networks, Southwest Georgia Ethanol, Aventine Renewable 


Energy, Blaze Recycling, Portola Packaging, Hawkeye Renewables, Anchor Glass Container 


Corp., Rath-Gibson, Inc., Rural Cellular Corp., U.S. Mobility Inc., Maxim Crane Works, Inc., 


Arch Wireless Inc. and Microcell Telecommunications Inc. and Teligent, Inc.  


Previously, Continenza held leadership roles at STi Prepaid, LLC, Anchor Glass Container 


Corp., Teligent, Inc., Lucent Technologies Product Finance, and AT&T. 


 


Terry R. Taber, PhD 


Terry Taber has served as Kodak’s Chief Technical Officer since January 2009. Effective 


January 2020, he is Senior Vice President of Advanced Materials and Chemicals, with senior 


responsibilities relating to that segment. He reports to Executive Chairman Jim Continenza. 


From May 1, 2017 to January 2020, Taber was President of the Advanced Materials and 3D 


Printing Technology Division which contained the research laboratories and included licensing 


as well as new business development activities related to Kodak’s patents and proprietary 


technology, and focused on opportunities in smart material applications, printed electronics 


markets and 3D printing materials. 


From January 1, 2015 to May 1, 2017, Taber was President of the Intellectual Property 


Solutions Division. From January 2007 to December 2008 he was the Chief Operating Officer of 


Kodak’s Image Sensor Solutions (“ISS”) business, a leading developer of advanced CCD and 


CMOS sensors serving imaging and industrial markets, and prior to Terry’s role with ISS, he 
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held a series of senior positions in Kodak’s research and development and product 


organizations. Taber has served as a corporate vice president since December 2008, including 


as a senior vice president from December 2010 through February 2020. 


During his more than 35 years at Kodak, Taber has been involved in new materials research, 


product development and commercialization, manufacturing, and executive positions in R&D 


and business management. Taber’s early responsibilities included research on new synthetic 


materials, an area in which he holds several patents, program manager for several film 


products, worldwide consumer film business product manager, Associate Director of R&D and 


director of Materials & Media R&D. 


Taber received a B.S. degree in Chemistry from Purdue University and a Ph.D. in Organic 


Chemistry from the California Institute of Technology. He also received an M.S. in General 


Management from MIT as a Kodak Sloan Fellow. In past board service, he was a founding 


Board Member of the Innovation & Material Sciences Institute and served on the Executive 


Advisory Board of FIRST Rochester (For Inspiration and Recognition of Science and 


Technology). Taber currently serves on the George Eastman Museum Board, effective June 


2018. He also serves on the Executive Committee of the Greater Rochester Chamber of 


Commerce and on the Board of Trustees for Roberts Wesleyan College and Northeastern 


Seminary. 


 


David E. Bullwinkle 


Dave Bullwinkle is the Chief Financial Officer and Senior Vice President of Kodak. The Board of 


Directors elected Bullwinkle to this position effective July 2016. Effective November 6, 2018, 


Bullwinkle is President of the Eastman Business Park Division. Bullwinkle is responsible for 


advancing the growth strategy for Eastman Business Park and leading Kodak’s worldwide 


finance, corporate development, internal audit and purchasing teams. Bullwinkle reports to 


Executive Chairman Jim Continenza. 


Bullwinkle joined Kodak in 2004 and has worked in several financial management roles at the 


company including Worldwide BU Controller, Assistant Corporate Controller and External 


Reporting Manager. He served as the Director of Corporate Financial Planning and Analysis 


and Vice President, Finance at Kodak from November 2010 to June 2016, and Director of 


Investor Relations from August 2013 to June 2016. 
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Prior to joining Kodak, Bullwinkle worked as the Manager of Financial Reporting at Birds Eye 


Foods, Inc. and previously at PricewaterhouseCoopers from 1996 to 2002 in various roles 


including serving as an Assurance Manager. 


Bullwinkle has an MBA from St. John Fisher College and Bachelor of Science in Accounting 


degree from SUNY Geneseo. Bullwinkle is also a Certified Public Accountant in the State of 


New York. 


 


Roger W. Byrd 


Roger Byrd was appointed General Counsel, Secretary and Senior Vice President of Kodak in 


January 2019. He is responsible for leading the company's global legal function and for 


providing legal guidance to senior leadership and the Board of Directors. He also oversees the 


corporate development function. Byrd reports to Executive Chairman Jim Continenza. 


Byrd joined Kodak in 2014 as Assistant General Counsel and Vice President, Legal Department 


and while at Kodak has focused on M&A and financing transactions, joint ventures, and other 


strategic initiatives. Byrd has also been active in providing credit agreement compliance, 


securities reporting and corporate governance support to the Company. The Board of Directors 


elected him to Senior Vice President and Secretary in January 2019. 


Prior to joining Kodak, Byrd was a Partner at Nixon Peabody LLP. During his 23-year career at 


Nixon Peabody, he represented a broad range of clients in connection with a variety of M&A, 


financing and other corporate transactions. Byrd also served as General Counsel at Choice One 


Communications, Inc. from 2005 – 2006, a competitive local exchange carrier. 


Byrd received a B.S. degree in accounting from Bob Jones University and a J.D. from Duke 


University School of Law. 


 


Denisse Goldbarg 


Denisse Goldbarg reports to Jim Continenza as Eastman Kodak Chief Marketing Officer. 


Goldbarg manages all aspects of marketing including internal and external communications, 


branding and brand licensing, digital marketing, lead generation and product marketing. 
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Goldbarg’s prior experience as Global Chief Operating Officer at mGage spanned sales, 


operations and marketing functions worldwide. She also serves as CMO for Vivial Media. 


She has held increasingly senior sales and marketing roles at companies such as Time Warner 


Cable, where she served as VP Marketing, Tachyon, Teligent, MCI, Colgate Palmolive, and 


Booz, Allen & Hamilton. 


Goldbarg graduated from Wellesley College, and holds a M.Sc. from the London School of 


Economics and an MBA from Harvard University. 


 


James Moran 


Jim Moran reports to Jim Continenza as Chief Administrative Officer. Moran manages sales 


operations, health and safety, logistics, customer operations, credit and collections and 


customer operations. 


Moran is an experienced operations leader with over two decades in the high-tech industry. 


Moran’s prior experience, as COO at Vivial, spanned operations, sales, logistics, finance, 


marketing, planning and human resources. Moran has also owned a consulting company 


specializing in operational efficiencies and held sales and operational positions at STi Prepaid, 


Teligent and Lucent. 


Moran holds a Master’s degree in Business and Education from Adelphi University and City 


College in NY, respectively and a Bachelor’s degree from St. John’s University. 
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Kodak anticipates the SPV organizational chart to be as follows:  


 


 


 


C. Employees 


Kodak offers market-competitive compensation and benefits programs to its employees, which 


can be leveraged to cover Business employees, including but not limited to, a tax-qualified 


pension plan, health and dental insurance, life insurance, and various paid time-off programs.   


Compensation programs include base pay, an annual cash bonus program and a long-term 


reward programs (targeted towards leadership team). 


Kodak partners with several third parties on program design and administration to ensure that 


our programs maintain their competitiveness and are delivered to the employee in an efficient 


manner. 


Talent acquisition will be a key component in the formation of the Business, which will require a 


partnership with appropriate third parties to recruit, hire and onboard new employees. 
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Figure 4:  Organizational Chart for the Business 
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Recruitment & Hiring 


Human resources development is critical to the success of the Business. The Business will 


employ highly talented individuals with diverse backgrounds in order to create and maintain a 


superior workforce that will consistently deliver on our company mission to provide a U.S. based 


reliable and high-quality supply of KSMs and APIs to the U.S. market. As a multinational 


company with a strong brand, Kodak has the global reach and the long-established experience 


to recruit and hire a leadership team with extensive pharmaceutical experience. 


The Western New York region includes a strong network of academic institutions, including 


more than 19 colleges and universities and over 81,000 students. According to the U.S. 


Department of Education, Rochester ranks third in both biological and biomedical sciences 


degrees per capita among 53 of the largest metro areas. 


In addition to prominent institutions such as the University of Rochester, Rochester Institute of 


Technology (RIT) and Cornell University, the Greater Rochester area is home to several other 


four-year universities and community colleges, including Monroe, Genesee and Finger Lakes 


Community Colleges. These schools offer customized programs that support the real-time 


needs of Upstate New York businesses, including Monroe Community College’s workforce 


development program that prepare students for full-time employment based on the specific 


needs of area companies. 


Local government, community, business and academic leaders have cultivated a strong 


innovation ecosystem that includes a Downtown Innovation Zone, NextCorps, a nonprofit 


catalyst for entrepreneurship and innovation-based economic development, university 


incubators (e.g. URVentures, RIT Venture Creations), and several labs and centers of 


excellence. Rochester is home to two of fourteen national Manufacturing Innovation Institutes. 


Located at Eastman Business Park, AIM Photonics focuses on testing, assembly and packaging 


for photonics, optics and imaging. The ReMade Institute is located Henrietta, New York, and 


concentrates on sustainability, recycling and the concept of a circular economy. 


D. Strategic Customers 


The strategic relationship between Kodak and  is a contributing 


success factor as the Business is launched. Kodak and  have signed a non-binding Letter 


of Intent (LOI) for and Kodak to work together to ensure a 100% American-based 


(b) (4)
(b) (4)


(b) (4)
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manufacturing solution for KSMs and APIs for essential medicines in shortage within the United 


States. The LOI provides that the parties will enter into a long-term supply contract pursuant to 


which Kodak will supply certain key starting materials as mutually agreed upon, from a 


combination of Kodak’s existing facilities and newly-built facilities, to be developed using 


proceeds of DFC financing supported by the committed revenue stream under the supply 


contract. The supply contract is intended to create full supply chain alignment through , as 


well as with its partner,  Kodak will immediately supply certain unregulated KSMs to 


 as mutually agreed upon, using its existing facilities, and  will use such KSMs in 


the manufacture of certain APIs.  will provide these APIs to , which will manufacture 


the finished drug products. Upon the successful completion of the facilities upgrade enabling 


Kodak to manufacture regulated KSMs, Kodak will also supply certain regulated KSMs to  


and  will use such KSMs in the manufacture of certain APIs. will provide these APIs 


to , which will manufacture the finished drug products. Upon the successful completion, 


validation and FDA approval of the facilities upgrade enabling Kodak to manufacture APIs, 


Kodak may supply an API to directly only if confirms it is unable to, in a reasonable 


time frame, manufacture that particular API in quantities sufficient to meet the demand from 


 has right of first refusal to supply certain APIs to  will provide a list of 


these APIs to Kodak. Upon Kodak’s construction of the federal SAPIR facility, Kodak can, (if 


Kodak has available capacity), store regulated KSMs and certain APIs for as a part of the 


United States Government SAPIR initiative. Kodak will determine the fees for such storage and 


monitoring of APIs and KSMs. agrees to utilize Kodak’s SAPIR facility in preference to a 


different third party or adding more capacity itself. 


E. Other Strategic Relationships 


Kodak has not yet reached out to other companies and organizations to develop strategic 


relationships due to the confidentiality and disclosure requirements Kodak has as a public 


company. Once Kodak has greater certainty concerning the initiative, it and the Business intend 


to seek to develop relationships with many organizations in addition to the relationship with 


 (which was entered into under a confidentiality agreement). Kodak is committed to 


forming an alliance of U.S. pharmaceutical manufacturers to support American interests. The 


Business believes that regular and appropriate collaboration is essential in order to address the 


national security needs of the United States. 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)(b) (4)


(b) (4)


(b) (4)(b) (4)


(b) (4)


(b) (4)
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F. Subcontractors 


The Business will need many suppliers in order to implement the renovation and construction of 


the facilities. The Business will develop a subcontractor management plan defining roles and 


responsibilities among Kodak, the Business and its subcontractors. Regular meetings will be 


scheduled with each of the subcontractors to track the progress of the subcontractors.  


Subcontractor technical progress, cost and risk will be regularly updated to keep the project on 


schedule and within budget and to mitigate risks.  Diligent manufacturing and quality oversight 


are essential to this program. A person-in-the-plant will be used to monitor manufacturing 


activities and quality audits will be conducted, as applicable. 


Kodak and the Business will identify, track, and respond to risks as they are identified. The 


individual project teams track and manage risks identified in a Risk Register that assesses the 


probability and impact of a specific risk to establish its severity. The management team will 


collect, sort, and aggregate the risks for reporting to the USG. All risks will be assessed 


according their potential impact on the project goals. 


The following table depicts key subcontractors by discipline that are anticipated. Please note 


that Kodak has not yet initiated a vendor subcontractor identification and selection process.  


Due to confidentiality related issues for public companies, Kodak cannot yet commence 


discussions with prospective subcontractors. Consequently, the names listed under Key 


Vendors in the chart below are examples of the type of firms that could be engaged. They are 


examples of firms that have delivered projects of this magnitude successfully. It is anticipated 


and planned that at the project initiation and vendor selection processes, appropriate Subject 


Matter Experts will be engaged to perform necessary vendor and supplier capability reviews. 


 Discipline   Key Vendors    Website  


Architecture and 
Engineering (A/E)  


Design/Build Firms  


(b) (4)
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Equipment Providers  
Various suppliers. to 
be determined at 
Equipment 
Specification Phase.  


Commissioning 
Program Management


Validation and 
Qualification Program 
Management  


Subject Matter Expert
(SME’s) 
 
Process, Regulatory, 
Compliance, Training, 
Program Management


 


IX. Sector/Industry Description 


A. Description 


Broadly, the Business will participate in the pharmaceutical industry, as a manufacturer of key 


components of final drug products, for the U.S. market. The Business is responding to a 


government-led initiative to ensure the domestic supply of critical medicines. As a result, the 


drug products comprising the initial list of potential candidates for which the Business plans to 


manufacture bulk components, have one or more of the following designations: 


 they have been defined as ‘Essential Medicines’ by the World Health Organization;  


 they are included in the FDA’s List of Pharmaceuticals in Chronic Short Supply (“FDA 


Drug Shortages List”); 


 they have been included in the list of critical medicines used to treat COVID-19, and also 


therefore are potentially in short supply. 


(b) (4)
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The Pharmaceutical industry (now also referred to as the Biopharmaceuticals industry) is 


comprised of two broad sectors, defined by the manner in which products are regulated and 


marketed: 


 Prescription medicines:  Sold to hospitals and to hospital group formularies, government 


formularies, physicians, pharmacy buying groups. Available to consumers by 


prescription only. 


 Over-the-counter medicines:  These include medicines that were once available only by 


prescription, but that are now available ‘OTC,’ or sold to consumers in pharmacies and 


grocery stores. They are purchased in large quantities by retailers and retailer groups. 


These OTC drugs include such common medicines as Zantac, Benadryl, and Claritin, for 


example. They also include vitamins, minerals, and nutraceuticals, which are sometimes 


marketed as ‘FDA allowed,’ which means only that FDA does not regulate them as drugs 


but will still watch them for safety and pull them off the market for safety, quality or 


labeling concerns. 


Another way to segment the industry that is relevant to the Business is to look at only the 


prescription drug market and to segment it by Branded and Generic: 


 Branded: Marketed under the innovator’s (or original manufacturer’s) ‘Brand’ name, 


trademark, and logo. These include innovative drugs that are made and sold by the 


original manufacturer or by its marketing partner or licensee or assignee (many 


‘branded’ drugs are subsequently acquired and remarketed; Pfizer alone counts 


hundreds of such drugs acquired by acquisition). There are many other examples of 


drugs sold under one brand in the U.S. and under other brands in the rest of the world. 


Branded drugs are often typified by the high profit margins they command. This is 


driven, in large part, by the costs of drug development, the high percentage of failures 


(99% at the bench level, 90% in Phase I trials, and even still at 33-50% in the final, 


pivotal pre-approval clinical stage III). The profit potential is also defined as a function of 


risk/reward and thus, even the manufacture of bulk key ingredients for this sector 


commands much healthier pricing than in the generics sector. 


 Generic:  These are drugs that were once developed and sold under the innovator’s 


logo, but they have since come off patent protection and the patent has been 


successfully challenged by a competitor. Thereafter, based on product value and market 
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size, many competitors enter the market due to the low (regulatory) barriers to entry and 


low product risk; however, profit margins deteriorate over the years and are often as low 


as or less. A typical ‘rule of thumb’ for a newly developed generic drug is market 


entry at only 10-15% lower pricing than the branded drug. As anyone who uses generic 


drugs knows, these prices are driven down by competition over time so that an ‘old’ drug 


can often be found at prices as low as 10% of the branded version. Another interesting 


dynamic of the generic pharma industry, is that generic or ‘specialty pharma’ companies 


are mostly ‘therapeutic area agnostic.’ Unlike branded companies, who specialize on 


one or just a few areas such oncology or neurology, generic companies opportunistically 


choose products with relatively high volumes and profit margins. 


The Business will participate, for the relevant plan period, in only the generics drug segment.  


While it might seem that the more lucrative market for branded drugs would be a better target, 


the rationale behind this is rather simplistic. The Essential Medicines Market is Generic. 


Why are Essential Medicines Generic:  Generic drugs constitute 90% of all prescriptions written 


in the U.S., and the U.S. consumes approximately 40% of the world’s supply of bulk ingredients 


for generic drugs. But due to the length of time required to first develop and market a novel 


drug, then after patent expiry, the time added to develop an active generic product market with 


multiple suppliers and reasonable (affordable) selling prices…these drugs have been in the 


market for a long time. And, as explained above, it is a guarantee that the generic pharma 


companies will create generic medicines across all therapeutic areas as long as they meet price 


and volume requirements. Thus, the majority of essential medicines have been proven to be 


safe and effective over time, have been successfully marketed and distributed globally, have 


robust generic suppliers, and thus have joined the list of both U.S. and global (FDA and WHO) 


medicines designated as essential. 


In defining the industry and business segment in which the company will participate, Kodak has  


narrowed our segment down from Biopharmaceuticals (broadly) to select only the traditional, 


most likely generic, (small molecule-not biologics), oral, liquid or solid dosage forms such as 


tablets and capsules (and sometimes injectables, e.g., for patients who cannot swallow, are in 


surgery, or who need intravenous delivery for rapid pharmacokinetic effect such as for intense 


pain or for emergent cardiac events,). Kodak has also included broad therapeutic areas 


represented by our essential medicines list, including cardiovascular, pulmonary, 


(b) (4)
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gastrointestinal, psychiatric, and other dominant therapeutic areas (TAs). Kodak has also 


excluded antibiotics, which will be explained in a subsequent section. 


The Business:  Manufacture of KSMs and APIs 


The next level of segmentation is described as follows: 


In order to manufacture any drug that is made by chemical synthesis, which includes all small 


molecules and generic medicines on our target list, the following steps must be taken: 


Incoming raw materials plus chemical synthesis to produce more refined chemicals, or Key 


Starting Materials; often KSMs or ‘Intermediates” plus further chemical reactions (depending on 


the products) equals final bulk material. This final bulk material is called Active Pharmaceutical 


Ingredient, or API. 


The Business will produce primarily APIs, but will also produce some KSMs under contracts 


with other providers of essential medicines, as well as KSMs for the Business’ products. The 


ultimate mix of products produced and sold by the Business is expected to be approximately  


to  percent KSMs and greater than percent APIs. 


To fully understanding the Business, it is important to note that the APIs sold become the 


“staring materials” for the customers of the Business. APIs are sold to pharmaceutical 


companies or to contract manufacturers who produce final drug products from APIs by 


performing final formulation of the API together with excipients. Excipients are inert substances 


that are added to the API to provide various properties such as enhanced stability and ease of 


delivery). The final step is to process, these materials into final dosage forms (e.g., pills, tablets, 


inhalation devices, vials for injection, prefilled syringes, etc.) 


Kodak has the manufacturing equipment and infrastructure to make non-cGMP starting 


materials and intermediates at its industrial site, which includes high temperature reactors and a 


trained labor force. With assistance from the U.S. Government, Kodak can expand its existing 


facilities and laboratory space in order to serve as a key U.S. supplier of starting materials, 


intermediates and APIs. 


In order to effectively shift Essential Medicine API manufacturing back to the U.S., companies 


will need support from the U.S. Government to overcome many of these barriers that make it 


(b) (4)


(b) (4) (b) (4)
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difficult for manufacturers to produce starting materials, intermediates and APIs in the U.S. 


compared to low-cost manufacturing countries such as China or India. 


B. Competition 


Foreign Competition: 


The primary market segment in which the Business will participate is the manufacture of bulk 


API. The mix of API products planned is expected to be primarily generic drugs, which are in 


chronic short supply and that are considered ‘essential’ by the World Health Organization. 


Finally, that target product mix will be those APIs considered for funding and other support by 


the U.S. Government’s initiative to repatriate the manufacture of essential medicines to the U.S. 


According to the FDA’s report updated in February 2020, concerning Drugs in Shortage, the 


median price of all drugs in shortage was in the 36th percentile of pricing of all drugs with the 


same dosage form over the same period (relevant period of analysis 2013-2017). 


As previously discussed, the competition in the Essential Medicine API market is driven almost 


entirely by price. API compounds serving the generic sector are manufactured to standards that 


are agreed to, mandated, and verified for the most part by using routine compendial assays. In 


addition, these bulk chemical formulations tend to be quite stable in shipping and storage and 


thus are not subject to delicate logistics such as are required for cold chain/biologics, for 


example. Accordingly, quality and logistics do not readily provide competitive advantages to a 


U.S. versus a foreign supplier. These product attributes and market dynamics have driven 


offshore production of raw materials in many industries, and the trend is unlikely to be reversible 


absent government intervention. 


Kodak can safely assume that most, if not all, of the API products in the pipeline are currently 


being manufactured off-shore (India is the highest volume supplier, with China increasing its 


market share rapidly), and that most carry a modest import price that has been reported to be 


approximately  above ex-U.S. manufacturing and distribution costs. A rough approximation 


of import prices, specifically from India, compared to U.S. manufacturing costs suggests that 


pricing of bulk API products will need to be an significantly higher in order to sustain a viable 


domestic supply. 


  


(b) (4)
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Domestic Competition: 


The current availability of domestically manufactured APIs does not heavily impact the current 


competitive set. Most of the individual APIs and much of API bulk by volume is currently 


supplied by ex-U.S. manufacturers. Domestic manufacturers have retained some share of 


higher value APIs including API to support branded medicines. 


The relevant competitive set for the Business, therefore, will be future capacity that will be built 


or re-dedicated from activation of current idle capacity. That competition will likely arise in 


response to the government initiative to increase domestic supply of essential medicines, and 


will be subject to the same parameters (including incentives and controls) that will apply to the 


Business. The government-led initiative, still in its early stages, will be required to organize 


various levels of support to ensure viability of the domestic APIs sourcing plan. In addition, the 


government will need to put in place controls to ensure that over-production of key APIs does 


not occur and result in competition among the domestic suppliers to the program. 


D. Customers 


Potential customers of the Business represent the generic, small molecule, domestic 


manufacturers and suppliers of final drug products. Notably, much of the current supply of final 


drug product is also manufactured ex-U.S., and to sell to the U.S. market, these manufacturers 


must comply with FDA regulations and other government requirements. Procurement of bulk 


APIs from a global supply base is primarily driven by the cost of materials. Generic drug 


companies selling to the U.S. market, whether they are domestic or foreign-based, such as 


Teva and Sandoz, are required by the FDA to reference the API supplier’s Type II Drug Master 


File in their ANDA (Abbreviated New Drug Application, which is required for generic drug 


licensure in the U.S.), for market license of the final drug product. Government led incentives 


will need to be in place to ensure each ANDA application for a drug product marketing license 


includes DMF references to a domestic manufacturer of KSMs and/or API that is included in the 


final product, thus mitigating the switching costs and duration that could be incurred with 


sourcing from a new, domestic supplier. Support in facilitating this process for the Business, as 


it scales up and broadens its mix of APIs, should be requested from FDA, since solving chronic 


drug shortages is a significant problem for the Agency and they are likely to take a strong 


stance in its resolution. 







 
42 


EASTMAN KODAK COMPANY‐CONFIDENTIAL BUSINESS INFORMATION‐BUSINESS SENSITIVE‐NOT FOR 
DISTRIBUTION OUTSIDE U.S. GOVERNMENT 
 


The generic drug market is mature and highly cost competitive. Unlike the market for novel 


compounds/branded pharmaceuticals, the costs and risks of drug development have long ago 


been rewarded and amortized, and typical profit margins for generics companies are as low as 


10%, versus margins greater than 40% for branded drugs, and creeping into triple digits for new 


drugs for oncology, for example. 


A list of some of the dominant companies that sell generic drugs in the US is as follows: 


 Abbott  
 Allergan  
 Sandoz  
 Baxter 


 Teva 
 Pfizer 
 GlaxoSmithKline 
 Lilly 


Most of the companies listed above sell a combination of generic and branded drugs and have 


achieved a balanced portfolio of high risk/high reward products, together with low risk/low 


reward (e.g, generics) products. It is interesting to note that the strongest players in the generics 


market are those that also have robust branded businesses. 


One example is Sandoz, which is the generics division of Novartis. Novartis has a strong 


branded business, while Sandoz is strong in generics. However, to improve the economics of its 


generics business, Sandoz established itself as a leader in diversification into biosimilars (the 


‘generic’ equivalent of biologics), which carry slightly more risk but significantly higher margins 


than generic small molecules. 


Another example is Teva, which has been experiencing severe financial problems in recent 


years. Teva has failed to properly balance its portfolio of generic versus branded drugs, is 


threatened by generic competition eroding its blockbuster product Copaxone (glatiramer 


acetate, for treatment of MS), and has had several costly failures in the biosimilars segment. 


Mylan is a third example and a generics company that has performed reasonably well, despite 


some very visible market setbacks caused by its pricing debacle with EpiPen. One of the keys 


to Mylan’s ability to survive dwindling profitability of its generics segment has been its 


acquisition of manufacturing capabilities in India, including its partnership with Biocon in India, 


for insulin and certain key biosimilars. 


The disparity in economics of branded drugs versus generics has also forged an offshoring of 


generics companies selling final dosage forms, not simply APIs. Examples are Lupin, Dr 
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Reddy’s and Sun Pharma (India). These companies will continue to source APIs and 


intermediates from India, and will therefore need to be compelled to procure U.S.-manufactured 


APIs if they wish to sell essential medicines to the U.S. market. A critical target market for the 


Business will be   Kodak’s 


letter of intent with  is an important first step with this target market. 


It is clear that incentives and other government actions must be provided to ensure the 


sustainability of the government’s initiative to repatriate U.S. supply of essential medicines and 


medicines in short supply. Such actions must be broad-based, will need to be applied across 


the value chain and must include a combination of incentives, mandates, and control measures 


to coordinate this significant effort. Suggested parameters of such a government program are 


set forth below. 


Kodak will face intense competition, and our failure to compete successfully may have a 


material adverse effect on our business, financial condition and results of operations. 


Government API Supplier Program Parameters: 


From an assessment of the pharmaceutical industry in general, the market segment in which 


the Business will participate, and the prospective customer and competitor analyses, Kodak 


believes to make this program successful and sustainable, the following potential government-


driven initiatives should be considered: 


(b) (4)
(b) (4)


(b) (4)
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X. Product Descriptions 
Kodak Specialty Chemicals specializes in the synthesis and scale-up of complex heterocycles 


and specialty polymers and currently supplies raw materials to contract manufacturing 


organizations (CMOs) in the pharmaceutical space. Kodak is considered the preferred supplier 


for a major pharmaceutical CMO of generic drug products as well as innovator pharmaceutical 


companies in early clinical trials. 


In support of the national response and recovery to the COVID-19 outbreak and the resiliency of 


the domestic supply chain, the Business will build the capability to produce KSMs and APIs that 


have been identified as an essential medicine but have lapsed into a chronic national shortage 


as defined by the FDA. The Business expects to work with the government and drug product 


manufacturers to identify the KSMs and APIs that are most needed to meet national security 


requirements, with consideration that the products selected need to support the Business’s 


economic viability and long-term sustainability. 


A. Products 


Representative Product Mix 


 


 


Active Pharmaceutical Ingredients (API) 


(b) (4)


(b) (4)







 
45 


EASTMAN KODAK COMPANY‐CONFIDENTIAL BUSINESS INFORMATION‐BUSINESS SENSITIVE‐NOT FOR 
DISTRIBUTION OUTSIDE U.S. GOVERNMENT 
 


Five APIs were selected to represent the product mix used in the Business’ financial model. 


Through alignment of incentives with the federal government and domestic drug manufacturing 


partners, the Business will continue to foster supply agreement relationships to ensure their 


access to high quality KSMs is reliably sourced though a domestic supply chain. 


In addition to KSMs, the Business will expand its capabilities to also manufacture Active 


Pharmaceutical Ingredients that are of strategic national interest. To determine the optimal 


outcome for both the domestic manufacturing base and the Business’s operational profile, the 


following selection process was employed. 


Step 1: 


Step 2: 


Step 3: 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Figure 5:  API Cost per Tablet Dose Summary 


API Use Criticality API cost per 
tablet dose 
(¢/dose) 


COVID-19 
shortage 
FDA drug 
shortage 
FDA drug 
shortage 


FDA drug
shortage 
FDA drug 
shortage 
Weighted
average: 


  


(b) (4)


(b) (4) (b) (4)
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B. Reagents 


Diagnostic Test Reagents Manufacturing Facility 


There are often daily media reminders regarding Covid-19 testing and the importance of such 


tests for any government or municipality to sequester and ultimately eradicate the novel 


coronavirus. If geographical regions wish to reopen business without fear of disease 


resurgence, viral testing and contract tracing measures must be in place. One challenge to the 


objective of more testing and tracing is the availability of approved testing kits. More concisely, a 


limiting factor is the availability of the test reagent components of those kits. The non-pandemic 


supply chain for the necessary chemicals is not equipped to meet the current demand. Kodak 


has the requisite chemical know-how, supporting manufacturing infrastructure, and available 


existing building lab space within the Kodak Research Labs (KRL) located in Rochester, New 


York. This lab space is proposed for renovation to build a test reagent manufacturing facility that 


will be run via GLP and with analytical support to ensure quality test reagent formulations. 


The U.S. Secretary of Health and Human Services declared the SARS-CoV-2 virus to be a U.S. 


public health emergency on January 31, 2020. On February 3, 2020, CDC submitted an 


Emergency Use Authorization (EUA) package to the U.S. Food and Drug Administration (FDA) 


to expedite FDA-permitted use of the CDC diagnostic panel in the United States. Since 


distribution of CDC test kits began, high demand for the extraction reagents needed for testing 


has resulted in global shortages; some public health laboratories have been unable to obtain 


testing reagents to support their testing volumes, resulting in testing delays. Therefore, on June 


12, 2020, FDA approved an amendment to the test EUA to allow state public health laboratories 


and others the flexibility to use alternative suppliers. 


Now that testing laboratories and chemical manufacturers have authorization to make custom 


kits with the commercially available primers and probes, there is still the unmet need for a 


source of the remaining unregulated components of reagent formulation.
(b) (4)


(b) (4)
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XI. Manufacturing, Facilities & Services 
Kodak will manufacture the required Regulated KSMs and synthesize the APIs as required by 


the USG; a surplus of both will be produced. Both Regulated KSMs and APIs will be stored in a 


secure, environmentally controlled warehouse. All equipment and utilities will be 


qualified/validated, as appropriate. Regulated KSMs will be produced under a Quality System 


utilizing Kodak’s existing ISO controls and Good Documentation Practices (GDP) to provide 


100% traceability and to streamline integration throughout the processes. Regulated KSMs and 


APIs will be produced in a new facility and made under ICH Q7 GMPs for Active Pharmaceutical 


Ingredients, both for batch manufacture and continuous manufacturing. Any electronic data 


capture regulated by 21 CFR Part 11 will be Part 11-compliant. New equipment will be 


purchased, qualified/validated as appropriate. For high-risk processes such as nitration and 


hydrogenation two separate buildings will be constructed. As these are exothermic reactions, 


the heat can be captured and used for heating the building or the water supply. 


Approximately $48M will be saved by converting approximately  of existing reactor 


capacity to cGMP compliant manufacturing. Along with new construction, total cGMP reactor 


manufacturing capacity will be approximately  with capability of manufacturing 


approximately MT of API per year. 


Locating the new Hybrid facility and specialized starting material capability near existing 


capacity will allow for less costly tie to site infrastructure (water supply, sewer, waste handling). 


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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A. Building Upgrade to cGMP Standards 


Building 


Project Scope 


Building  


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
(b) (4)


(b) (4)
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Building 


Building


(b) (4)


(b) (4)


(b) (4)
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Figure 7:  Building  


 


B. Hybrid cGMP Manufacturing Facility 


A Hybrid manufacturing facility will be built on the same site to expand the manufacture of 


Regulated KSMs and APIs using advanced technologies to lower costs and expand the supply 


chain. The new Hybrid Manufacturing Facility will connect to and extend west of Building  


Project Scope 


The conceptual design for the HMF is based on existing, proven API manufacturing technology 


which when coupled with the upgrades of the existing Building  equipment will allow for 


production of multiple APIs simultaneously. 


This new two-story building will accommodate reactor and filter-dryers. Together with 


Building  the combined facility will have approximately  of reactor capacity capable 


of manufacturing MT of various APIs per year. The facility will include all utilities to operate 


the infrastructure but will leverage the existing cold room storage, in-process testing laboratory, 


environmental monitoring laboratory, offices and administration area. 


Existing and proven design specifications for reactor systems will be used to expedite the 


procurement of long lead items. 


   


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4) (b) (4)


(b) (4)(b) (4)


(b) (4)
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Building 


The design criteria employed on the project is defined below and will be in accordance with the 


requirements of the applicable codes and standards. The proposed building will be a two-story 


approximately  sq ft facility and will be constructed as a rated structure for hazardous 


manufacturing. The exterior envelope will be an insulated vent panel system appropriate for the 


climate. 


There will be insulated dock and equipment doors at the perimeter and painted hollow metal 


door assemblies other than in the administration area. The roof construction will be a gray 


EPDM over foam insulation on metal decking. 


The overall building layout will support production of multiple APIs. The building will be 


connected to Building  to leverage existing assets and improve material flow. Controlled 


gowning entries will be provided to maintain general cGMP (Good Manufacturing Practice) 


areas. Gowning areas will be provided per ISO clean room standards. 


From the first floor, raw materials can be staged for production, charging of materials from the 


tank farm and other manipulations and transfers can occur. 


(b) (4)


(b) (4)
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Figure 8:  New Hybrid cGMP Manufacturing Facility (2 floors  sq ft) 


 


There will be large charge booths where materials can be charged in a safe manner and to 


prevent any contamination. There will be areas for operators to document the process as well 


as control the equipment at both levels. No additional office space will be present in this building 


as existing infrastructure will be utilized for this. Some engineering modifications will occur to the 


plans to enable the latest concepts for continuous manufacturing platforms. 


Major Equipment 


Major equipment will be a combination of glass-lined steel and Hastelloy reactors for the 


majority of the processing. Various support equipment such as pumps, filters, charging devices 


will be utilized to move material throughout the facility. In addition to this, filter dryers will be 


used to isolate and dry material. 


(b) (4)


(b) (4)
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C. Starting Material Facility #1 (High Pressure Hydrogenation, Halogenation Facility) 


A manufacturing facility will be built to the west of the new Hybrid Manufacturing facility 


connecting to Building existing high-pressure manufacturing lab). The new facility will build 


on existing capabilities and will be used for specialized and more hazardous reaction 


chemistries including hydrogenation, halogenation, and ethylene oxide chemistries   


Project Scope 


This new facility will meet cGMP requirements and will include the following: 


 and gallon reactors 


systems 


 Filtration equipment 


 Drying Equipment 


 Preweigh Equipment 


 Hydrogen storage and compressors 


 Scrubber system 


 High purity Water system 


 Parts cleaning equipment 


 


Building 


The design criteria employed on the project is defined below and will be in accordance with the 


requirements of the applicable codes and standards. The proposed building will be 


approximately sq ft and will be specially designed with blast resistant walls for hazardous 


manufacturing. 


The building will include the following: 


 Production bays 


 Loading Dock 


 Personnel areas 


 Gowning areas 


 Parts cleaning area 


The new facility will support manufacturing from the combined upgraded Building and the 


new Hybrid manufacturing facility. 


(b) (4)


(b) (4) (b) (4)


(b) (4)


(b) (4)
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Figure 9:  Starting Material Facility #1, High Pressure Hydrogenation, Halogenation, Other 


Hazardous Chemistry 


 


D. Starting Material Facility #2 (Nitration Facility) 


An additional manufacturing facility will be built to the south and west of the new Hybrid 


Manufacturing facility. The new facility will be used for additional hazardous reaction chemistries 


including Nitrations. 


(b) (4)
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Project Scope 


Similar to Starting Material Facility #1, this new facility will include the following: 


 to gallon reactors systems 


 Filtration equipment 


 Drying Equipment 


 Preweigh Equipment 


 Acid storage & spent acid tanks 


 Scrubber system 


 High purity Water system 


 Parts cleaning equipment 


 


Building 


The design criteria employed on the project is defined below and will be in accordance with the 


requirements of the applicable codes and standards. The proposed building will be 


approximately  sq ft and will be constructed as a rated structure for hazardous 


manufacturing. The exterior envelope will be an insulated vent panel system appropriate for the 


climate. 


The building will include the following: 


 Production bays 


 Loading Dock 


 Personnel areas 


 Gowning areas 


 Parts cleaning area 


The new facility will support manufacturing from the combined upgraded Building  and the 


new Hybrid manufacturing facility. 


 


(b) (4) (b) (4)


(b) (4)


(b) (4)
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Figure 10:  Starting Material Facility #2, Nitration, Other Hazardous Chemistry 


  


  


(b) (4)
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E. Common Amenities to Each of these Installations: 


HVAC (Heating Ventilation and Air Conditioning) 


HVAC user requirements for the HVAC and support utility systems have been established to 


convey the overall intended approach to HVAC design and performance requirements and 


serve as the agreed basis for further defining the design and developing P&IDs, General 


Arrangement drawings and Equipment Lists. During a future design phase, individual 


specification documents for the equipment and systems will be developed for validation 


purposes. 


The validated cleanroom HVAC system will focus on controlling five (5) key variables: 


Classification, Pressurization, Air Handling Unit (AHU) Zoning, Temperature Control and 


Humidity Control. The design team will specify and design the facility air handling unit to meet 


cGMP (current Good Manufacturing Practices) requirements as outlined by the International 


Society of Pharmaceutical Engineering (ISPE) and the Food and Drug Administration (FDA) 


guidelines which is generally accepted to be defined by Title 21, Parts 210 and 211 of the Code 


of Federal Regulations.  To consider this facility a cGMP facility, minimum critical environmental 


parameters must be achieved by the HVAC systems. 


Mechanical Utilities 


Fire/industrial Water will be piped into the building from the existing line and used for fire 


preventative measures. Accompanying this will be dedicated retention areas to capture any 


discharged fire water. 


Potable and Process Water design, installation, and operation will follow recognized industry 


practices to minimize bacteria formation, growth, and provide for system cleanability and 


sanitization. The water systems already exist at this location, so this new construction will tie 


into this existing infrastructure. Also used for safety fixtures such as safety showers and eye 


washes. 


Gaseous Nitrogen is required for all of the equipment in the operations area to inert the 


operations since flammable solvents will be used. Gaseous nitrogen shall be supplied from an 


existing liquid nitrogen storage tank with evaporator. 
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Instrument and Clean Compressed Air will be used for instrumentation and general purposes 


and will be leveraged from the existing infrastructure. 


Breathing Air will be used for the operations staff whenever they need to perform a unit 


operation in which they may be exposed to solvent vapors or low oxygen level conditions such 


as entering a reactor for cleaning. 


Process Cooling will be used for cooling the equipment as well as some of the infrastructure 


within the building. This will be leveraged off of the existing supply. 


Plant Steam will be supplied by the central utilities provider for the industrial site (low pressure 


and 70 psig steam). Plant steam loads include the processing equipment as well as building 


heat. 


Bulk and Drum Solvents will be provided from the existing infrastructure. Extension of pipelines 


from the tank farm will need to be installed, but no new tank storages are anticipated. There is 


sufficient warehouse space to support additional storage of drummed solvents. 


Electrical will be supplied from existing load centers located nearby. 


Sewer and non-hazardous aqueous waste system will be provided from the existing 


infrastructure which utilizes the on-site industrial wastewater treatment plant. 


Organic Waste will be handled through the existing infrastructure. New piping will be run to tie 


into the bulk waste tank-farm that is located on the site. Any additional waste that needs to be 


handled through drummed waste will be stored in the existing drum storage designated for 


waste and is removed through a third-party contractor to be incinerated. 


Solvent Recovery – All recyclable solvents will be collected and transferred via an existing 


pipeline to central distillation plant located on the industrial site. 


cGMP Material Flow 


Process Flow starts in the existing warehouse where all raw materials are received, sampled 


and sent to the QC lab for testing. Once tested and reviewed, QA will print acceptance tags to 


be put on the raw material containers. Once approved, the warehouse staff can move the 


materials into the staging area of the production facility. The operations staff will then charge 


liquids into the reactors through a polish filter and charge any solids using a solids charge 
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feeder. This is all done in a closed system to maintain the integrity of the reactor and an inert 


atmosphere. 


Once the reaction steps are completed, products will be transferred to either 


 a centrifuge through a closed system to isolate and wash the final product. This product 


is then transferred in a closed system into a separate charging device which will store 


the product as a wet-cake until it is ready to be charged to a dryer. 


 an agitated filter dryer. 


After completing the drying operation, the product is discharged into a large container or 


individual drums for final testing and release. 


Gowning Requirements and Personnel Flow 


There will be multiple personnel flows based on operations. These operators will provide service 


for the operations and isolation of product. Specific gowning requirements for enter and exiting 


the final product areas are different and will be established. 


Equipment Qualification / Process Validation 


Original equipment manufacturers (OEMs) will be utilized in association with site personnel to 


install, commission, and qualify (Installation Qualification, Operational Qualification, 


Performance Qualification) all cGMP related equipment. Factory Acceptance Tests shall be 


performed on all major pieces of equipment prior to shipment to the facility. Process engineering 


studies will be performed to determine and verify appropriate product batch sizes and scale-up 


requirements. A site Validation Master Plan will be developed and approved as the overall 


governing document for the site’s validation approach. As part of the overall validation process, 


FMEAs (Failure Mode and Effects Analysis) and Risk Assessments will be performed. This will 


include identification of Critical Quality Attributes (CQA) and Critical Process Parameters. 


Qualification (water runs) will be initially performed in testing the equipment and processes. 


Media fill runs will be performed to represent all product container/closure configurations and 


volumes for final line qualification. 


F. Associated Processes 


DMFs (Drug Master Files) for specific products will be developed utilizing internal resources but 


may also include purchasing existing DMFs from existing manufacturers. This will also include 
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development of DMF submission documents. Ownership of the DMFs will provide more control 


and flexibility over commercial manufacturing. 


Analytical Methods and Assays will be developed and validated as part of the overall product 


development and technical transfer processes. Development of Validation Protocols for 


analytical and assay methods will include aspects of product manufacturing control, 


performance, and product stability indication, etc. and will be developed consistent with the 


overall site Validation Master Plan. Testing will include identity, purity, potency, and stability of 


the bulk drug substance and final drug product in accordance with ICH Standards. 


Product Stability Testing will be completed during the product development process and will 


include both external and site personnel for completion. Design of stability testing plan and 


conduct of stability studies on bulk and final product will be completed through the externally 


contracted product development process. 


Product Release and Routine Stability Testing of bulk drug substance will be conducted via 


onsite laboratories and the site Quality Unit in accordance with ICH Stability Standards. 


Sufficient storage for both cold chain and controlled drug products will be built or utilized 


between on-site facilities to accommodate routine stability testing requirements. 


Regulatory Inspection activities, including Food and Drug Administration, Drug Enforcement 


Administration, Occupational Safety and Health Administration, etc. will be managed through 


the site Quality Unit in conjunction with other personnel. 


Quality Systems 


Oversight of Quality Systems will be provided by corporate and site personnel. This will include 


all areas of Quality Management Systems per ICH GMP and FDA Guidance, including Quality 


Assurance, Quality Control including analytical and environment testing, Document Control, 


Compliance and Audit, oversight of Production, Facilities and Equipment, Laboratory Materials, 


Management, Calibration and Validation, Product Release testing, and Packaging/Labeling. 


External Project Resources 


Key vendors or service providers, locations, and brief description of their expertise/experience 


will be provided as part of further project development and execution. 
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Figure 11:  Completed Facility 


There is a need for specialized equipment for halogenation, nitration, high pressure gas 


reactions such as hydrogenation and hydroxyalkylation which is not readily found in the U.S. 


today. Chlorination with Cl2 would allow for generating starting materials to drugs such as 


Furosemide. Nitration and hydrogenation equipment would enable the creation of aromatic 


amino compounds such as Metronidazole and Furosemide. Hydroxyalkylation with ethylene 


oxide would allow for generating starting materials to drugs such as Succinylcholine. These new 


Starting Material Facilities will allow for domestic manufacture of these functionalized starting 


materials that currently do not have a domestic supply. 


Continuous manufacturing will provide a way to safely execute the above-mentioned hazardous 


chemistries and transfer these functionalized starting materials to the batch manufacturing wing 


to manufacture the KSMs and APIs. 


Establishing an in-house supply by backward integrating to the functionalized starting materials 


positions Kodak to manufacture KSMs and API in the U.S. without being dependent on non-


domestic sources and supply constraints. 


(b) (4)
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G. Services 


Research & Development Center of Excellence for Process and Analytical Test 


Development to Support Continuous Manufacturing and Testing of KSMs and APIs 


A crucial activity for success of manufacturing starting materials, intermediates and APIs for the 


pharmaceutical industry is the development of manufacturing processes for both batch reactors 


and continuous manufacturing vessels. Continuous processing methodology has come into 


favor, especially for small molecule compounds, because it is more efficient than batch 


methods, which require frequent interruptions in the process to conduct in-process testing of the 


product for purity, potency, etc. 


Therefore, continued development activities are intended to provide optimum processes for 


manufacturing at scale, to achieve high yields, potency and purity, high quality, and lower cost 


as materials are made at production/commercial scale. Kodak intends to establish, by 


renovating an existing R&D facility, a “Center of Excellence” to support the continued 


development and optimization of continuous manufacturing processes (as well as batch 


processes where required) for both KSMs and APIs. High quality and purity are assured by also 


providing for continuous testing of these materials and APIs at key points throughout the 


process, and this is an activity that benefits as well from methodologies developed in the lab. 


In the Center of Excellence, Kodak will investigate the range of materials noted above to 


develop the manufacturing processes for such materials that exist today and to develop 


processes for new materials being invented well into the future. It is expected the Kodak Center 


of Excellence will optimize existing synthetic routes for starting materials, intermediates, and 


APIs, and explore and develop alternative routes for large scale manufacturing. This has been 


demonstrated for batch reactors and will be an important aspect of process development for 


advanced manufacturing of pharma materials through continuous manufacturing processes. 


The location of the Center of Excellence in the Kodak Research Labs (KRL) ensures the facility 


will be co-located within Eastman Business Park with the manufacturing facilities for the pharma 


materials. This enables ready, in-person interactions to ensure compatibility of developed 


synthetic processes with manufacturing facilities and capability, as well as inclusion of “design 


for manufacturability” (DFM) principles for optimizing yield, quality, and cost. 
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KRL includes existing laboratory space that would require facility and equipment updates 


outlined in Figure 12. 


 


Figure 12:  Kodak Research Labs- Existing Amenities & Required Updates 


Existing Amenities Required Updates 


 Contiguous 36,000 sq ft laboratory 
space 


 Add walk-in hoods, convert 5000 sq ft to 
clean room facility, add high pressure 
reactions lab, add lab scale reactors for 
CM 


 


 Current space is amenable to handle 
hazardous materials/gases – would add 
an automated gas manifold system  


 Add an automated gas manifold system  


 Upgrade HVAC and ventilation 
 


 Analytical equipment exists in the current 
Kodak Research Labs 


 Add dedicated equipment as needed or 
specified for analytical development 


 


 


Procurement and Storage of KSMs for Essential Medicines in Shortage 


Upon receipt of the loan, the Business will immediately begin efforts to secure a supply of 


essential KSMs and their precursors, while working to bring the manufacturing of these, and 


other, essential KSMs back to U.S. soil. Kodak will do everything possible to support this effort. 


An inventory for a large strategic stockpile will be established in the follow steps. 


Specialty Chemicals Warehouse is a full-service storage, logistics and distribution center. There 


are two warehouses located in Eastman Business Park in Rochester, NY. Product from these 


warehouses can be shipped to Kodak Regional Distribution Centers or directly to customers 


World-Wide. The warehouses consist of sections capable of storing chemicals at controlled 


room, refrigerated or frozen temperatures. Storage abilities include high hazard, low hazard and 


work in progress. 


Specialty Chemicals Warehouse utilizes  square feet in This facility is certified 


as a NYS chemical storage facility. Additionally, is a square foot facility that is 


NYS certified for high hazard chemical storage. An advanced SAP MRP system is used for 


inventory management. Kodak is fully compliant with all SOX regulations. All materials are lot 


traced and tracked through PV Suite III software. The warehouses are managed under an ISO 


9001- 2015 quality system, an ISO 14001 HSE system and a Lean Production Management 


(b) (4) (b) (4)
(b) (4)(b) (4)
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system. There is 24-hour monitoring security. The warehouses are CFAT (Chemical Facility 


Anti- Terrorism) Compliant. Both warehouses are designated as Foreign Trade Zones and 


compliant with U.S. Customs, A.T.F. and Homeland security agencies requirements. There is 


segregation and isolation capability within the facilities. Kodak is certified to ship HazMat 


materials both domestically and for export. Kodak will establish a controlled stockpile of KSMs 


as quickly as possible by procuring these compounds from existing manufacturers. These 


vendors will be qualified and audited if necessary. 


The following are examples of the potential KSMs that Kodak will procure or manufacture (and 


store) in addition to their precursors: 


The majority of these are not currently manufactured or stored in the U.S. Precursors purchased 


under ELEMENT 1 will be used in KSM manufacturing in ELEMENT 2. 


KSMs selected and procured for the initial stockpile will be stored in the renovated warehouse 


under controlled room temperature, humidity, light exposure, and access. It will be equipped 


with advanced inventory management technology and managed under an FDA Part 11 


compliant validated Warehouse Management System. 


Kodak proposes to immediately begin efforts to secure a supply of essential KSMs, while 


working to bring the manufacturing of these, and other, essential KSMs back to U.S. soil. Kodak 


will do everything possible to support this effort. An inventory for a large strategic stockpile will 


be established in the follow steps: 


This initial effort will be coordinated with the Public-Private partnership, in order to qualify and 


quantify the essential KSMs needed for initial and short-term acquisition and storage. The 


company has two existing warehouses in the business park, both or either of which can be 


(b) (4)
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equipped for the initial warehousing of KSMs. The warehouses include infrastructure 


requirements for temperature controls, tracking, segregation, and all ISO Lean (Six Sigma) 


Quality requirements. The initial stockpile will be procured from existing suppliers; will be subject 


to incoming RM testing and will be appropriately tracked, traced, and segregated in the secure 


warehouse space. Suppliers will be audited as necessary, if not previously qualified by the 


Business. 


Procurement and Storage for Strategic Regulated KSM and API Ingredient Reserve 


(SAPIR)  


The Business will construct a Strategic Active Pharmaceutical Ingredient Reserve (SAPIR) 


Facility that will benefit the nation by providing an insurance policy against potential interruptions 


in the U.S. Regulated KSM and API supply chain used for Essential Medicines. A release of 


Regulated KSMs and APIs from the SAPIR will be able to mitigate the potential damages from 


disruption in international or domestic pharmaceutical ingredient supply and the accompanying 


risk to the healthcare system and rapid price increases. This facility, when completed, will have 


the capacity to house inventory of Regulated KSMs and APIs produced on the Kodak campus, 


Regulated KSMs and APIs acquired from third parties, and additional Regulated KSMs and 


APIs of strategic interest, which may be required to be stored for the U.S. Government. This 


SAPIR will coordinate strategies with other SAPIR (including ) facilities to prevent 


unnecessary redundancy and yet provide resilience to the supply chain. 


Key components of this element are as follows: 


 The SAPIR will be located at Kodak’s site in Rochester, New York. Kodak has several 


parcels available at the Eastman Business Park as illustrated below. Prior to that point, 


Regulated KSMs and APIs would be stored in a temporary warehouse also at the Eastman 


Business Park site. 


 The SAPIR will include advanced security measures to ensure adequate protection of the 


Regulated KSMs and APIs in reserve. The Business will work directly with the USG to 


finalize the plans for the security of this facility. Regulated KSM and API for the SAPIR will 


be stockpiled from batches being produced 1) as a part of the COVID-19 efforts, 2) when 


manufacturing additional Regulated KSMs and APIs to support commercial needs, and 3) 


will be procured by Kodak when Regulated KSMs and APIs of interest are available to be 


acquired from foreign sources. The USG, at its option, may also choose to procure and 


(b) (4)
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contract with the Business to store Regulated KSMs and APIs of strategic interest for 


national health security. 


 The inventory will all be managed by the Business; however, inventory owned by the USG 


will require direction regarding length of storage and stability requirements. Regulated KSMs 


and APIs will be transported to the SAPIR either directly on-site from batches manufactured 


in Rochester, New York, or through standard supply and distribution networks. The 


Business will maintain its own Quality Systems for the SAPIR and will oversee the shelf life 


of the Regulated KSM and API through an ICH stability and stock rotation program for the 


APIs to ensure the stock is kept within FDA shelf-life limits. The inventory and quality 


management program for the SAPIR will include, at a minimum, the following elements: 


 Conducting routine quality assurance on all products 


 Providing robust segregation of materials beings warehoused for third parties; 


 Performing audited annual inventory of all products 


 Inspecting environmental conditions, security, and package maintenance 


 Ensuring the ability to transport items during a public health emergency 


 Tracking the expiration date and manufacturer lot numbers of eligible products 


 Inventory Management and Tracking System 


 Coordinating the shipment of products to FDA for stability testing 


 Receiving and tracking FDA testing results for each lot of product 


 Disposing of and replacing product lots that have failed FDA testing 


 An IT infrastructure, that includes FDA-level validation of the appropriate 


software system to manage the large and rapidly moving inventory 


The SAPIR will also be managed under an FDA Part 11 compliant validated Warehouse 


Management System, under Current Good Manufacturing Practices (cGMP) with a quality-


focused team and will be ISO 9001:2015 certified. 


The proposed SAPIR solution currently includes the following: 


 SF warehouse facility includes 6K SF office and 6 to 8 loading docks 


 Rectangular pre-engineered metal building with 30 foot clear to underside of 


structure 


(b) (4)
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 Existing as-builts of site utilities and existing foundations available, and assumed 


existing foundations are cut to 2 to 4 foot below grades, $400K allowance 


included to deal with obstructions or demolitions 


 Acceleration of 12-18 months construction time may lead to premium 


 Utility proximity for connection to site 


 Excludes any hazardous material removal. All soils from existing 


excavation/backfill to remain on site and subject to environmental easement 


The proposed site at Eastman Business Park offers the following infrastructure: 


 Full complement of on-site Utilities available (electric, steam, chilled & high purity water, 


compressed air, nitrogen, industrial sewer service and on-site wastewater treatment 


plant 


 Fire and emergency services including staffed operation, specialty chemical response, 


fire suppression with foam, vapor control and Hazmat support for spill containment 


 Facility management complete suite of services to include building management, skilled 


trades, janitorial and hazardous and non-hazardous waste disposal 


 Railroad (privately owned) with 13 miles of track, locomotives, partnering with CSX & 


G&W rail carriers, servicing Kodak and Tenants on site 


 Security & site access control – 24/7 operation protects personnel and physical assets to 


include electronic access control of EBP perimeter, full-service Communications Center 


for 911, alarm/CCTV monitoring and emergency dispatching with mobile patrols, 


Chemical Facility Anti-Terrorism Standard rated site 
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Figure 13:  Available parcels in Eastman Business 


Park 


• Approximately 50 acres of shovel-ready land available 


• Land borders Interstate 390, in Town of Greece, NY 


• Extensive environmental monitoring program 


• Zoned:  IG Industrial/General 


 


 


 
XII. Economic and Technical Specifications 
 


A. Manufacturing Construction 


Construction of a facility to be used for the production of any material or component intended to 


be used in the manufacture of pharmaceutical products must meet the industry specific 


requirements set forth in FDA regulations 21 CFR 211, Subpart C Building and Facilities and 


Subpart D Equipment. Adherence to additional requirements are also expected for ICH Q7 


Good Manufacturing Practices for Active Pharmaceutical Ingredients, sections 4 and 5. 


 


The applicability of these regulations to the Business site require specific designs and controls 


to prevent cross contamination and maintain quality integrity. These controls include but are not 


limited to dedicated Air Handler Units (AHUs) with air pressure cascades between rooms/ 


areas, cleanable room finishes, cleanable equipment, controlled access to qualified personnel. 


Furthermore, the basis of design will define the flow of materials, personnel, waste, and product 


throughout the manufacturing areas to prevent contaminated contact with a material to be used 


in drug manufacturing. 


  


(b) (4)


(b) (4)


(b) (4)
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B. Quality Management, Compliance and Training 


Quality and compliance are prominent components of the corporate culture at Kodak. The 


Kodak brand has been associated with high quality since it was founded over 100 years ago. 


Kodak will guarantee the quality of our products in adherence with Good Manufacturing Practice 


(GMP) rules on managing the production and quality of pharmaceuticals. Kodak will use a 


scientifically based method of managing all processes from raw material to production to 


shipping. The quality management team will report directly to the CEO and jointly uphold the 


site’s quality management system. 


Quality and Compliance Team 


Hiring the Head of Quality with significant pharmaceutical experience is a top priority for Kodak 


once the loan has been approved. This executive will oversee a group of quality and compliance 


personnel that will ensure all aspects of the quality management system adhere to regulatory 


guidance and ensure the quality, strength, identity and purity of the drug product. 


The quality team will consist of the following: 


 Quality Assurance unit to independently review and approve all documented GMP activities, 


host/conduct quality audits, manage deviation investigations and Corrective and 


Preventative Action (CAPA) topics; 


 Quality Control unit to analyze all raw material, in process, and final products; 


 Document Control to ensure all procedures, production records, CAPAs, and deviation 


investigations meet data integrity requirements, including version control and traceability. 


 GMP training unit to provide substantiated training of the quality requirements for all GMP 


employees on a continuous basis. 


Certifications and Quality Management of Existing Operations 


Kodak currently has the following certifications that will benefit the Business: 


 ISO 900: 2015 and ISO 14000: 2015 


 Self-filer for Import/Export 


 C-TPAT Tier III Certification 


 Counterterrorism Facility Anti-Terrorism Standard Site (CFATS) 
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For over 15 years Kodak has maintained ISO registration of its Environmental Management 


System (EMS) for all of the Eastman Business Park manufacturing operations. Currently, the 


EMS is registered according to the ISO 14001:2015 standard through a third-party registrar. The 


EMS is used to establish, implement and manage environmental policy at the site.  The EMS 


identifies environmental aspects, strategic initiatives and performance measures to ensure all 


elements of the program are maintained. 


Eastman Business Park is designated as a secured site, under the U.S. Department of 


Homeland Security a “CFATS” site (Counterterrorism Facility Anti Terrorism Standard site). 


GMP Certification 


The FDA does not provide GMP certification to domestic manufacturers of drugs or APIs, their 


approval is on a per product basis. The non-GMP KSM facility may not require regulatory 


compliance but will be included in Kodak’s ISO 9001 certification program. The GMP applicable 


KSMs and all API manufacturing will require operation under cGMP for APIs (ICH Q7). After the 


GMP facilities have been modified or built and prepared for daily operation, the Business will 


arrange for an independent organization to conduct an internal GMP readiness audit. Positive 


results from an independent audit will allow the Business to formally declare the facility is GMP 


compliant. 


The FDA will eventually inspect the API facility, and possibly the KSM facility. The inspection will 


be triggered by an Abbreviated New Drug Application (ANDA) submission to the FDA by a 


generic drug manufacturer who references our product (ANDAs are required to list all sources of 


raw materials and components). APIs that are referenced in an ANDA are subject to a facility 


audit with complete certainty. 


GMP Compliance Training 


GMP compliance requires vigilance throughout all activities related to drug manufacturing. As 


such, it takes considerable oversight and training to maintain a state of ongoing compliance to 


create a “culture of GMP.” FDA training requirements are outlined in 21 CFR Part 211, Subpart 


B: Organization and Personnel, 211.25 and 211.28; also, in ICH Q7 Section 3: Personnel. 


Requirements for training and the documentation of training are rigorous and may include 


assessment testing. Training is provided by both the quality team and technical Subject Matter 


Experts (SMEs). 
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Establishing GMP compliant quality management systems for a new facility requires a 


dedication of considerable resources, time, and effort. A partial list of compliance-related 


activities includes: 


 Warehouse organization, inventory software identification, installation, and qualification 


 Laboratory organization, equipment procurement and qualification, establishment of 


sample flows, sample retention space, software identification, installation, and 


qualification 


 Facilities qualification, including qualification of utilities 


 Equipment qualification, establishing and qualifying cleaning procedures 


 Establishing procedures to request and stage materials for production, transfer of 


materials and product between areas, and area clearance 


 Hiring qualified personnel  


 


The quality leadership team and manufacturing leadership team will obtain GMP Professional 


Certifications provided through various pharmaceutical industry organizations. 


 


C. Warehousing 


Materials Management (warehousing) of all materials in the pharmaceutical supply chain is a 


critical control point in the process of manufacturing drugs. The FDA regulations for Materials 


Management are found in 21 CFR Part 211, Subpart E Control of Components; and in Subpart 


H, Holding and Distribution. Materials Management is also described in International 


Conference on Harmonization (ICH) Q7 Good Manufacturing Practices for Active 


Pharmaceutical Ingredients and in ICH Q11 Development and Manufacture of Drug 


Substances. 


The above domestic and global regulatory guidance ensures the integrity of materials are 


sustained under controlled conditions, with accurate inventory management and full chain-of-


custody traceability for all supply chain transfers between parties. Drug manufacturers are 


required to have systems in place that allow traceability of all materials and components in the 


drug product, including the KSMs and APIs managed on the Business site. The rigor of 100% 


traceability is to facilitate internal or agency investigations in the event of a drug complaint or 


recall. The Materials Management system also reduces the risk of human errors such as 


handling and transfer of incorrect material (e.g., chromium trioxide vs chromium oxide). Bar 







 
73 


EASTMAN KODAK COMPANY‐CONFIDENTIAL BUSINESS INFORMATION‐BUSINESS SENSITIVE‐NOT FOR 
DISTRIBUTION OUTSIDE U.S. GOVERNMENT 
 


codes and electronic inventory management are the current industry standard, and therefore 


are expected by most regulatory agencies. 


The Common Technical Document (CTD) format is a required, standardized format for all 


applications to drug regulatory agencies the world over and requires a description of Materials 


Management in sections S.2.3 Control of Materials, S.4 Control of Drug Substance, A.1 


Facilities and Equipment. A detailed description of the warehousing system is required for the 


CTD. 


D. Information Systems 


FDA 21 CFR Part 11 Electronic Records and Electronic Signatures was developed as a 


regulatory response to security concerns about managing the distribution, storage and retrieval 


of records by biotechnology, drug and medical equipment manufacturers in the digital age. Any 


electronic capture of GMP data is within the scope of Part 11 compliance and must adhere to 


Good Documentation Practices:  attributable, legible, contemporaneously recorded, original, 


and accurate (ALCOA). To ensure the data integrity across these attributes, each applicable 


software system will undergo performance validation. 


XIII. Marketing & Business Development 
 


Our marketing strategy is aimed at positioning us as a leading provider of KSMs and APIs for 


the United States Market. Kodak will focus on increasing awareness of our brand and 


communicating how it will address market needs in order to support the national security 


interests of the United States. 


Kodak seeks to execute our strategy by leveraging a combination of internal marketing 


professionals and business development specialists to communicate the value proposition of 


our solution to potential customers. Through detailed interactions with key customers, Kodak will 


seek to understand market needs, create and update product roadmaps and develop marketing 


plans that manage and optimize our products. 


Kodak will use a variety of inbound and outbound marketing methods to reach and 


communicate with our potential customers. Inbound methods include social media, blogs, 


webinars and whitepapers. Outbound channels include automated email direct marketing as 
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well as more traditional marketing methods including print advertisements, speaking 


opportunities and trade shows. 


Our direct and indirect sales teams will have access to a comprehensive set of sales tools, 


samples, and videos designed to communicate the distinct nature and benefits of our offerings. 


The business development team will be responsible for working within the broader 


pharmaceutical industry to raise awareness of the benefits of our technology with key brand 


owners and packaging designers. 


 


XIV. Risks and Risk Mitigation 
 


Kodak is committed to proactive risk management. Kodak’s risk management program as it 


relates to the Business will focus on three areas:  (A) pharmaceutical manufacturing and 


operational risks; (B) corporate and general business risks; and (C) business continuity risks. 


Kodak believes a comprehensive risk management program is essential in order to meet the 


primary objective of the Business: to provide a U.S. based reliable and high-quality supply of 


KSMs and APIs to the U.S. market in order to protect the national security interests of the 


United States. 


 


A. Industry Specific Risks--Manufacturing and Operational Risks 


 


Description of Risk Management Approach 


Quality risk management is a critical part of any pharmaceutical manufacturing operation and 


requires a systematic approach that draws on both proactive and reactive methods. The risk 


management approach employed by Kodak begins with


 


The overall goal of 


the quality risk management process is to ensure the high quality of the pharmaceutical 


products produced to ensure, ultimately, the safety of any final products that reach patients. 


Kodak employs a variety of risk management approaches which seek to identify potential risk 


areas and mitigate the potential for loss before an event occurs, as well as investigating 


(b) (4)


(b) (4)
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exposure areas after an event has occurred to identify the root cause, understand the impact, 


and control the risk and mitigate the fallout after the occurrence. The risk approach evaluates


will utilize  


 These approaches 


 


These approaches will be utilized 


to address specific operational concerns to ensure that Kodak has considered possible threat 


areas and can ensure that quality systems are in place to ensure the safety and ultimate quality 


of all products manufactured in its facilities. 


This Risk management summary is not considered a comprehensive review of the entire range 


of risks related to the start-up and operation of the Business. Within the planned Master 


Validation Plan and the associated design processes for the construction phases, equipment 


installation and product manufacturing, each step will be assessed for localized risks and 


appropriate risk mitigation processes will be identified and as necessary implemented. 


References: ICH Q9 - Quality Risk Management 


Risk Area Potential Failure Impacts Mitigation Approaches 
Facilities 


 
 
 
 
 
 


 
 


 
 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Compliance 


Health, Safety & 
Environment 


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Quality Systems 


(b) (4)(b) (4)
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Manufacturing and 
Operations 


(b) (4)
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B. Corporate and General Business Risk 


Launching this Business involves risk to corporate profitability, timing, market and competitive 


dynamics, and underlying capital requirements for construction, startup, and ramp up that are 


not typically found in a strategic plan to support a request for traditional commercial funding. 


The key challenges are: 


1. Corporate Profitability:  The purpose of the Business is to assist the United States in 


addressing the national needs for a U.S.-based supply chain of KSMs and APIs for 


Essential Medicines.


2. Extreme Urgency:  The potential and real shortages posed by the recent COVID-19 


pandemic brought into the daily lives of most Americans, the reality of major drug 


shortages of medicines we take for granted every day, for health problems ranging from 


minor annoyances to life threatening conditions. This pandemic also raised the level of 


awareness and urgency to find a solution, among members of Congress and the 


Administration, of the critical importance of the pharmaceutical industry in general, and 


specifically, of the weaknesses in the nation’s pharmaceutical supply chain. The 


weaknesses centered primarily on the domestic supply of bulk Active Pharmaceutical 


Ingredients, especially for generic, or off-patent medicines, which are made primarily 


outside the U.S., but which comprise 90% of all U.S. prescriptions written. 


3. High Capital Requirements:  Unlike many industries, especially in today’s service 


economy, pharmaceutical manufacturing is highly capital intensive from the perspective 


of construction costs alone, and the period from initial planning to fully validated 


operations and scale up to efficient capacity utilization can take many years. 


4. Strict Regulations: The pharmaceutical industry is one of the most highly regulated, 


and while these regulations are necessary and effective to protect the health and safety 


(b) (4)


(b) (4)


(b) (4)
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of the consumer, they are costly and time consuming. The costs of building into the 


facility and developing strong quality management systems is only the beginning. 


Ensuring compliance and continuous quality improvement must be strictly adhered to 


from inception throughout the life of the Business. 


5. Competition- A New Paradigm:  While competitive forces are key to the success of 


any business, there is no real paradigm for developing sustainable competitive 


advantages and long term value proposition for the ‘on-shoring’ of a business segment 


that has been in the process of ‘off shoring for nearly three decades. In fact, offshoring 


the manufacture of bulk pharmaceutical ingredients was simply, as has been the case in 


many other “technology” industries, driven by costs alone. It can also be argued that 


offshoring was driven by logistics, regulations, compliance hurdles, declining margins in 


the generic sector—but it all results in the imperative to seek low cost manufacture. 


6. Market Dynamics Reinvented:  In a free market, whether consumer or B to B, 


customers are free to purchase goods and services from a vast array of providers. The 


marketing section of a traditional strategic plan focuses predominantly on competitive 


advantages and how to establish branding around those attributes. In most cases, and 


absent intervention, the market does a fair job of rewarding the best providers, and in 


relatively commoditized sectors, those providers are most often the low-cost producers, 


given that minimal standards of acceptability are met. 


These key risks need to be addressed cooperatively in a public-private partnership and 


by government assistance. 


 Risk Area Potential Failure Impacts Mitigation Approaches 
Government Support (b) (4)
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Suppliers 


Commercialization 


Human Resources 


Infrastructure 


(b) (4)


(b) (4)
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Health, Safety & Environment 


Inventory 


 


C. Risks Related to Business Continuity 


Risk Area Potential Failure Impacts Mitigation Approaches 
Business Disruption 


 
XV. Financial Projections 


 
The unaudited pro forma financial forecast statements show the projected position and results 


of operations of the Business reflecting the receipt of the Loan and the impact of the 


Organization Transactions. The statements are for informational purposes only and do not 


purport to represent what the Business’ financial performance will be for any future period. 


Summary Financial Information 


The attached Financial Projection Model (“the model”) was developed based on input from 


Kodak’s management team with guidance from subject matter experts, available industry 


studies and benchmarking data. The model assumes a loan issuance date of September 2020 


and provides forecasted financial results through 2045 (covering proposed 25-year loan term). 


Following is a description of the methodology and key assumptions used. All data referenced is 


consistent with the presentation in the DFC templates submitted. 


  


(b) (4)


(b) (4)
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Revenue 


The Business anticipates revenue from the following sources: 


 


Once fully ramped up in 2026, revenues are expected to total approximately million. By 


far the most significant source of revenue will be from high volume APIs.   


 


($K USD) Hi-Vol APIs Reagents 


Non-
regulated 


KSMs 


Low-Vol & 
High Price 


APIs Warehousing Total 


FY 2026 
 


It is expected that manufacturing and sales of 


high-volume APIs will begin in the 2nd half of 


2023, once the necessary construction and 


factory accreditation process is complete. At full 


capacity the Business is planning to produce 


approximately APIs. Timing of ramp up is 


dependent on how quickly regulatory approval 


can be obtained. The Business is assuming that 


approval can be obtained for production of  


APIs in 2023, an incremental  in 2024,  in 


2025, and n 2026. On average it is expected that metric tons will be produced and sold 


for each API, which drives the assumption of metric tons in 2023;  metric tons in 2024; 


metric tons in 2025; and  metric tons in 2026 and beyond. Using the total reactor 


capacity available and considering the expected number of steps per API as well as time for 


each step, management was able to conclude that the throughput capacity of  metric tons 


per year was achievable.   


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4) (b) (4)


(b) (4)


(b) (4)(b) (4)


(b) (4)


(b) (4) (b) (4)


(b) (4)
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The pricing assumption is based on the expectation that there will be incentives for 


pharmaceutical companies to purchase APIs manufactured in the U.S. Pricing was established 


based on cost to manufacture with an uplift or manufacturer’s profit to cover associated costs 


such as research and development, selling and administrative expenses, modest overhead 


costs, debt repayment and allow for a reasonable profit. In 2022 due to start-up costs and very 


low volume this pricing methodology results in a price not deemed practical. Therefore, the 


average price in 2023 is expected to be below cost with the expectation that a higher mark up 


will be included in the following years once startup costs subside, and as higher volumes drive 


improved cost absorption and lower unit manufacturing costs. Kodak also anticipates 


productivity and efficiency improvements which will allow for lower pricing. Based on this 


methodology our average pricing per kilogram assumption starts at per kilogram in 2023 


and significantly reduces to mid-to-low over the following  years (see Section X, Figure 


5). Based on this assumption and Kodak’s track record of efficient chemical manufacturing, the 


price and resulting revenue reach a low point in . 


 


 


The financial model assumes that sales of reagents will begin in 2022, once necessary facility 


renovations are completed, and equipment and systems are in place and fully tested.  


The volume 


assumption are liters in 2020 and growing to liters by which the Company 


(b) (4)
(b) (4)(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4) (b) (4) (b) (4)
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believes is . The pricing assumption of  per liter was based on market 


research and deemed a very competitive price. 


As manufacturing assets are already in place at Kodak’s existing synthetic chemicals 


manufacturing facility, the model assumes the Business can begin producing non-regulated 


KSMs in late 2020. Given there is a shortage of certain items which the Business can produce, 


the expectation is that sales volume will be  metric tons in 2020 and reach  metric tons in 


2021.  It is anticipated that the current shortage will eventually be resolved, and as a result 


volume is expected to drop to  metric tons in 2022 and level off at  metric tons in 2023 and 


beyond. Pricing of per kilogram is considered a reasonable market price for materials 


identified that are in high demand and can be manufactured in our facilities.  


The Business also believes there is an opportunity to produce low volume and highly priced 


APIs by utilizing pilot manufacturing assets within the Center of Excellence. Manufacturing such 


items would be cost prohibitive in the Hybrid cGMP Manufacturing Facility due to its large scale, 


however a good fit for these assets which will be constructed/acquired. Based on market 


knowledge the volume expectation of kg in 2023 growing to  kg beyond that is 


considered very reasonable and based on market research, materials that meet the criteria for 


this operation have an average selling price of approximately per kg.  


The Business also expects to generate revenue from warehouse and storage fees associated 


with the SAPIR facility. The amounts are expected to be relatively small (  to  million 


annually) but will offset a significant portion of the operating costs.  


Below is a breakout of the revenues by year as the business ramps up from 2020 to 2026. 


($K) 2020 2021 2022 2023 2024 2025 2026
Non-regulated KSMs
Warehousing
Hi-Vol APIs
Low-Vol & High Price APIs
Reagents
Total Revenue


(b) (4) (b) (4)


(b) (4) (b) (4)


(b) (4)(b) (4)


(b) (4)


(b) (4) (b) (4)


(b) (4)


(b) (4) (b) (4)


(b) (4)
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Cost of Goods Sold 


Overall, cost of goods sold assumptions were based on management’s experience with 


chemical manufacturing at existing Kodak facilities within Eastman Business Park combined 


with subject matter expert input on cost variations that can be expected in a cGMP 


manufacturing environment.   


Labor assumptions were based on the size, layout of function of facilities and management 


experience with similar operations.  Additionally, subject matter experts were consulted 


particularly in the area of quality assurance and quality control. The most significant headcount 


is in the area of high-volume API manufacturing expected to consist of employees of which 


will part of the quality group. Based on input of subject matter experts, this is in line with the 


industry average of 20-30% proportion of headcount in GMP manufacturing organization to be 


quality focused positions. Salaries were based on local market where management has 


experience with similar positions and confirmed to be reasonable with subject matter experts.  


Manufacturing burden costs includes utilities, maintenance, expense materials, facility and site 


costs and indirect labor such as analytical testing, purchasing, IT, HR and finance. These 


estimates were developed based on management’s experience with current chemicals 


operations and adjusted based on consultation with GMP subject matter experts. Depreciation 


is also included in manufacturing burden and was based on the expected useful life of the 


underlying manufacturing assets which are pre-existing, contributed or constructed/acquired 


through this project.  


(b) (4)


(b) (4)


(b) (4)
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Material costs were based on assumptions for the products that will be produced and available 


data on material composition and costs.


For the lower volume sale products (non-regulated KSMs, low volume APIs, reagents) more 


general assumptions were made based on management’s experience with current 


manufacturing costs, examples of certain potential products that will be sold, and consultation 


with subject matter experts. 


Direct SG&A 


Direct SG&A primarily includes personnel costs for sales and support staff. Fully ramped up the 


organization supporting the sales of APIs, KSMs and reagents will consist of individuals 


including  sales representative, customer relationship/project managers, and  technical 


sales support staff. While the size of the organization will ultimately depend on the nature of the 


customer base this was deemed as reasonable. Salaries were based on local market where 


management has experience with similar positions and confirmed to be reasonable with subject 


matter experts.  


Indirect SG&A 


It is assumed that the Business with share the existing corporate infrastructure of Kodak. 


Service level agreements (SLAs) will be put in place between Kodak and the SPV for shared 


services such as finance and controller, audit, tax, IT, legal HR, public relations, government 


relations, and marketing and communications. It is assumed that the SLAs will be based on full-


time equivalents of what is necessary to support the business. The total annual SG&A cost is 


expected to be approximately  million. This is a reduced level of allocations (FTEs only) and 


does not include overhead or costs for corporate leadership which are typically charged to 


existing Kodak businesses (a similar sized business 2020 allocation is ). This was done 


intentionally to improve efficiency and a result of the scale which exists at Kodak both 


(b) (4)


(b) (4)


(b) (4)


(b) (4)(b) (4)(b) (4)


(b) (4)


(b) (4)
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domestically and internationally. This business will have access to Kodak’s resources in order to 


manage the business and its growth.  


Research and Development 


Research and development costs are centralized in the Center of Excellence which is expected 


to include approximately  individuals consisting of PhDs, technicians, quality,  


production manager and  site director. Salaries were based on local market where 


management has experience with similar positions and confirmed to be reasonable with subject 


matter experts. 


R&D will also include testing material costs and burden costs associated with the necessary 


operational cost.  


There will be significant startup cost totaling approximately  in 2020-2022 related to 


outsourced process development costs and commissioning systems and processes.  In 2023 


and beyond R&D is expected to level off at approximately  annually (excluding 


depreciation). 


Capital Expenditure 


The proposed business requires capital investment for the construction of new facilities and 


renovation of existing ones, as well as the required equipment, IT systems dedicated to the 


pharma business, and validation of the facilities prior to operations. 


The total capital expense is expected to be million over the about three years, with main 


investment used in 2021 and 2022. 


The majority of the investment will be spent on the hybrid manufacturing facility for API that will 


also be the main revenue engine for the business. 


 


(b) (4) (b) (4) (b) (4) (b) (4) (b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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While almost  will be spent on construction, about  will be spent on acquisition of 


new and dedicated equipment like new reactors, analytical testing tools, gas distribution 


systems and lab tools. 


 


Also included in capital expenditures is the value for the existing buildings and equipment that 


Kodak will be contributing to the SPV. The value was based on the estimated replacement cost 


of . This includes Building  which will be dedicated to the SPV and the 


Capital Expense By Facility


Capital Expense by Category


(b) (4) (b) (4)


(b) (4) (b) (4)(b) (4)


(b) (4)


(b) (4)
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Kodak Research Labs which will be contributed. However,  which is currently occupied by 


other Kodak operations. Therefore, only of replacement value is included in the equity 


contribution. 


Kodak has assumed an ongoing annual capital expenditure of  starting in 2027 to 


cover renovations and equipment replacements/procurement. 


Working Capital 


Working capital assumptions are as follows: 


 Days in Receivable = 30 Days 


 Days in Inventory = 90 Days 


 Days in Payable = 30 Days 


These assumptions were deemed reasonable based on management’s experience with similar 


operations. 


Excluding storage of KSMs for essential medicines (discussed below), the Business anticipates 


operational inventory to ramp up gradually to approximately  million by 2026.  


To help address the shortage of KSMs for essential medicines, the Business expects to procure 


million of essential starting materials to that will be retained in storage in preparation for 


future surges and shortages. Our assumption is that these starting materials will be periodically 


sold and replenished to avoid expiration and maintain a current supply. While there may be a 


small amount of profit generated for the model Kodak assumed this would be cash neutral and 


have not included either the sales revenue or cash impact from replenishing the inventory (note 


that in the DFC financial model template this was entered as a non-depreciating capital asset to 


ensure no cash flow impact was reflected). 


EBITDA & Cash Flow 


Following is a summary of the results forecasted in the model for years 2020 – 2026 which 


reflect the assumptions above. Debt repayment is forecasted to begin in 2025 once the 


business has ramped up and is generating positive cash flows. 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Note that as discussed above, capital expenditures in the model include  million for 


the buildings and equipment equity contribution in 2020, and million for the 


procurement of essential starting materials for storage ( million in 2020 and  


million in 2021). 


It should also be noted that no income tax payments are reflected in the model due the 


expectation that Kodak’s NOL tax loss carryforwards as well as the SPV startup losses 


will provide relief from income taxes for the foreseeable future. 


2027 and Beyond 


For the outer years of the model (which covers the anticipated life of the loan of 25 years), 


starting in 2027 and beyond, higher level assumptions were used to project revenues and costs.  


As previously discussed, in 2027 and 2028 Kodak expects to be able to continue to reduce 


pricing and anticipate a price decrease of annually in each of the years. Beyond 2028, 


Kodak anticipates an annual price increase of  to reflect rising material and labor costs. On 


the cost side, the previously mentioned efficiency and productivity improvements, enabled by 


incorporating continuous manufacturing technologies and processes, are expected to drive 


reductions in materials and labor cost primarily by 2027.  Overall beyond 2028, Kodak 


anticipates that the modest price increases and continued productivity improvements will offset 


the impact of rising costs due to inflation and profit margin will remain relatively stable.  


2020 2021 2022 2023 2024 2025 2026
Revenue
Gross Operating 
Profit (EBITDA)


Capital 
Expenditures
Debt Proceeds/ 
Repayment
Equity Inflow
Change in 
Inventory
Change in 
Receivalbes
Change in 
Payables


Cash Flow


(b) (4)


(b) (4) (b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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XVI. Equity Contribution and Collateral 
The implementation of the overall project, net of assets and infrastructure to be contributed or 


provided to the Business by Kodak, is estimated to cost  dollars 


). Kodak estimates that the assets and infrastructure that it will contribute or provide to 


the Business will avoid costs of more than  and shorten the go-to-market period 


significantly as compared to starting the Business from scratch. 


The terms of the loan will need to be negotiated between the parties. Kodak proposes the 


following terms for the DFC-DPA loan: 


  zero interest, non-recourse loan; 


 a 25-year term with no prepayment penalty; 


 The loan would be dispersed in a lump sum; 


 Principal payments would start five years after funding. 


 The principal would be amortized over 40 years with a balloon payment at the end of the 


loan term; and 


 Collateral will be a pledge by Kodak of its shares of the Business (SPV) and a first 


priority lien on all assets owned by the SPV. 


As stated in the Eligibility section above, the purpose of the loan is to establish and operate a 


U.S. Center of Excellence to store and produce KSMs and APIs for essential medicines in order 


to support the national security of the United States of America. 


While this is a startup business, Kodak possesses many assets that will be utilized to enable the 


successful establishment of the Business. 


Kodak Existing Assets 


Kodak Asset 
Description 


Purpose Qualitative Value 


Eastman Business 
Park (“EBP”) 


Location of the facilities of the Business Existing shovel ready land with high level of 
security 


Access to utility 
infrastructure 


Comprehensive set of utilities readily 
available at EBP for existing, renovated 
and new facilities 


Cost avoidance of establishing utility 
infrastructure for a complex chemical 
operation 


Railroad Transportation of raw materials, KSMs 
and APIs 


Existing rail access within EBP 


Specialty Chemicals 
Warehouse 


Storage of KSMs in Critical Shortage Full-service storage, logistics and distribution 
center 


(b) (4)
(b) (4)


(b) (4)


(b) (4)
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Specialty Chemicals 
Facilities 


Facility, equipment and personnel for 
small molecule manufacturing 


Existing facility to commence some 
manufacturing of KSMs and APIs in the U.S. 


Research Labs Center of Excellence for process and 
Analytical test development 


Existing lab space and chemical, material 
science, process development and analytical 
testing expertise 


Wastewater Treatment Treatment of wastewater produced by 
the manufacturing of KSMs and APIs 


Existing wastewater treatment facility 
dedicated to the businesses located at EBP 


 


Kodak’s contributions to the Business will include the transfer of Building and Kodak 


Research Labs and the equipment and fixtures contained therein. However, Kodak will lease 


back certain space in the Kodak Research Labs. Kodak will retain ownership of the equipment 


and fixtures located within that leased space. Both facilities are located at Eastman Business 


Park and will be utilized by the Business.  


Building  houses the portion of Kodak’s existing specialty chemicals operation that will be 


the foundation for the Business’ production of unregulated KSMs. Building is an existing 2-


story, bay / square foot building that contains reactor systems. In addition, there 


are centrifuges for product isolation and  dryers. The building currently runs under slight 


negative pressure with filtered air supplied through a plenum that runs the length of the building. 


Air is exhausted at grade level through scrubber systems – one of the scrubbers consisting of a 


“tunnel” scrubber beneath the 1st floor slab. Equipment process control is through a variety of 


platforms – including stand-alone pneumatics systems, as well as automated (recipe control) 


through a Distributed Control System (DCS) and PLC systems. 


 


(b) (4)


(b) (4)


(b) (4) (b) (4)
(b) (4) (b) (4)


(b) (4)


(b) (4)
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The Kodak Research Labs (KRL) consists 


of Building 82 and Building 83 and are 


shown in the photograph to the left. They 


are located on the border of Eastman 


Business Park on a main road in the city 


of Rochester. Building 82 consists of four 


wings with 8 floors each. All are 


contiguous spaces from the basement to 


the 7th floor. The 8th floor is the 


mechanical systems area. Building 83 has 


14 floors and is connected to Building 82 


from the basement through the 7th floor. 


The square footage of each building is set  


forth in Figure 14. There are currently  tenants  


plus Kodak occupying KRL that will generate approximately  of, rent in 2020.  


Buildings  
82 & 83


Exterior Gross sq. ft.


Interior Gross sq. ft.


Service/Facilities Vertical


Rentale/Occupiable


Square Feet of Key Features


Dry Lab


Wet Lab


Manufacturing


Office 


Storage


Figure 14 


(b) (4)


(b) (4)
(b) (4) (b) (4)


(b) (4)
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Key features of KRL include the following: 


•  AVI cafeteria on site with 4,245 ft2 kitchen/service area. 


•  Theater style auditorium (seats 445) with complete A/V facility.   


•  Total conference room space (site + department owned + tenant l


  CR350/354 in B83 seats 60/20 near cafeteria. 


•  Landscaped office areas in B83, floors 2‐14 are approx. 5000 ft2/fl


•  General parking in lot 42, lot 24 with visitor parking in lot 14 near 


  Interior gated parking also. 


•  RED Utilities in B87 located in same complex. 


•  Utilities provided by RED: chilled water, steam, electric, compresse


   industrial sewer, high‐purity water.  In‐house vacuum, nitrogen (g


•  Room 50 in basement of B83 is a large, electrically outfitted multip


•  Outside volleyball court and finished patio picnic area. 


•  Premium landscaped and maintained grounds. 


•  Locker rooms and showers. 


•  Full loading and receiving dock. 


•  Machine shop area located in basement of B83. 


•  Functional glass fabrication shop located in basement of B83. 
 


 


The following table sets forth the value of the assets that are being contributed to the Business 


by Kodak and the value of the cost avoidance v of certain Kodak assets that will be utilized by 


the Business but not owned by the Business. The Business would need to construct or 


otherwise pay for these assets if Kodak did not already own them. This not only provides 


significant cost savings but also accelerates the time to market.  


(b) (4)


(b) (4)
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Cost Savings / 
Avoidance 


Cost 
Avoidance 


Equity 
Contribution Assumptions 


On-Site Utilities  - 
electric, steam, 
compressed air, 
nitrogen, water (chilled, 
high purity, 
demineralized); 
wastewater treatment & 
sewer 


     ~10% of infrastructure is 
sufficient to support level of 
utilities required 


Building       ~30% of building dedicated 
to business 


Solvent Recovery      SPV will benefit from the 
proximity and lower cost of 
recovered solvents 


Building       Building will be 100% 
dedicated and contributed 
to the SPV 


Research lab buildings 
82 & 83 


     All but portion currently 
utilized by Kodak (34%) will 
be contributed to the SPV 


Fire department and site 
maintenance building 
and equipment 


     Similar level investment 
would be required due to 
nature of business 


Site security building 
and assets 


       


General warehouse and 
distribution center  


 square feet; 
~10% currently 
dedicated to chemicals) 


     Approximately 10% of 
space will be utilized 


Land Parcels (chemical 
buildings, warehouse, 
research labs, 
headquarters) 


     Approx. value for parcel on 
which dedicated building 
reside 


IT Infrastructure:       


SAP and other common 
s/w and infrastructure  


     Would need to purchase 
software and implement in 
order to operate 


Specialized software for 
chemical manufacturing 


     


Total Upfront Cost 
Avoidance       


  


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4) (b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Volume II: Cost Proposal 
Full Proposal Submitted for Consideration under  


Solicitation  
Research Area of Interest: 


This proposal is made in agreement with all the terms and conditions of this Solicitation. 


 


Establishing a U.S. Center of Excellence for the Production 
of Key Starting Materials & Active Pharmaceutical 


Ingredients for Essential Medicines 
 
 


Prime Offeror:  
Eastman Kodak Company (Kodak) 
Tel:  
e-mail:  
Date of Submission: June 3, 2020 
Proposed Period of Performance:  
06/2020 to 12/31/2026 
 


DUNS Number: 002206183 
 


CAGE Code: 19139  


 


TIM: 16-0417150 
 


NAICS: 339900 


 
 
 
 


Authorized Representative / Administrative Contact:  
Jim Continenza, Executive Chairman 
Tel:  
 
 
 
______________________________________ 
 
Technical Contact: Terry Taber, Chief Technology 
Officer and Senior VP 
Tel:  
 


Proposed Cost:  
Proposed Fee:  
Total Cost:  


 


FOR DISCUSSION PURPOSES ONLY.  The estimated costs contained in this proposal are 


preliminary. This description has been prepared by the management of Kodak and are based on 


Kodak’s current good faith views and assumptions believed to be reasonable as of this date. The 


estimated costs are subject to significant uncertainties and contingencies, many of which are 


beyond Kodak’s control, including local, regional and global economic conditions and 


fluctuations in the cost of building materials, labor and commodities. Actual costs may differ 


materially from these estimates. Kodak makes no express or implied representation or warranty 


as to the achievability of any cost estimates. Kodak expressly disclaims any and all liability that 


may be based on any inability to achieve any particular cost estimate. 
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1. COST SUMMARY 


Cost Proposal: Below is a brief cost summary. This proposal estimate is based upon a Cost-plus-fixed-fee (CPFF) model. 


Cost/CLIN: Total cost for each CLIN. These options have been presented in this summary where appropriate.  


Table 1. Summary Table of all Kodak Costs 


 


    


SUMMARY by CLIN (in millions)    


    


  TOTAL  


   


CLIN 1: Procurement and Storage of KSMs for Essential Medicines in Shortage   
CLIN 2: Establish U.S.-Based Production of KSMs for Essential Medicines in Shortage  
CLIN 3: Establish Strategic API Ingredient Reserve (SAPIR) Facility   
CLIN 4: Establish U.S.-Based Advanced Manufacturing Capability for KSMs and APIs  
CLIN 5: Establish a R&D Center of Excellence for Process and Analytical Test 
Development to Support Continuous Manufacturing and Testing of KSMs and 
APIs   
CLIN 6: Establish a Diagnostic Reagent Manufacturing Facility   
Total Direct Costs   
   


G&A   


   


Total Proposed Cost Excluding Fee   
Proposed Fee/Profit   
Total Proposed Cost Plus Fee/Profit   


    


(b) (4)




















PROPERTY OVERVIEW


SITE CONTROL Eastman Business Park division of Eastman Kodak 


Company (primary owner and developer)


COMMON AREA MAINTENANCE Eastman Business Park


UTILITIES Provided by Recycled Energy Development (R.E.D)


TELECOMMUNICATIONS Several providers available onsite


NUMBER OF DEVELOPABLE ACRES 1,200 acres total (700 owned by Kodak, 500 by others)


300 acres ready for development in the whole site


NUMBER OF STATE OR 


FEDERAL WETLANDS


None


SHAPE AND CONFIGURATION 


OF PROPERTY


Flat, previously developed, various utilities present 


throughout 


IDEAL INDUSTRIAL APPLICATIONS Food processing, biomanufacturing, greenhouse 


agriculture, chemical processing, roll to roll coating, 


manufacturing, energy storage and photonics


Light manufacturing and industrial, distribution, office and 


laboratory space


RESEARCH AND DEVELOPMENT Multiple laboratory and office facilities, ideal for R&D 


applications


ZONING AND PERMISSABLE USES 16 million square feet of building space zoned for 


manufacturing, distribution, office and laboratories 


(10 million owned by Kodak)


Zoning permits required for new build


EXISTING PERMITS Permits for management of waste, storage of materials


AVAILABILITY Parcels available for lease, some for sale. Buildings 


available for lease or sale. Theater, dining and conference 


facilities available for rent. 


See www.eastmanbusinesspark.com/park-availability for 


listings







TRANSPORTATION ACCESS


INTERSTATE West end of the Park borders Route 390 with highway 


access to interstate system


East end of the Park borders Route 104 which intersects 


with interstate 590 - 5 minutes drive


RAILWAY 13 miles of track within the Park, some buildings have 


direct rail service


AIRPORT Rochester International Airport (ROC). 10 minutes drive 


from West end, 17 minutes from East end


CANAL
10 minutes to the Erie Canal for delivery of equipment too 


large for highways or rail service


PORT OF ROCHESTER 14 minutes to Port of Rochester (Lake Ontario)


PUBLIC TRANSPORTATION Rochester Transit System (RTS) service to Lake Avenue 


(Route 1) and West Ridge Road (Routes 14 and 106)







UTILITIES


ELECTRIC SERVICE 117 megawatts firm capacity with backup 


inter-connections with the public utility


STEAM 1,500,000 pounds per hours firm capacity from utility-grade 


boilers with emergency backup


WATER 54 million gallons per day nominal capacity. 


Backup from public water systems


WASTE WATER TREATMENT 


AND SEWER


36 million gallons per day capacity with Title V / RCRA 


permitted multiple hearth incinerator


CHILLED WATER 60,000 tons installed capacity – nominal supply 


temperature 40°F


HIGH-PURITY WATER 300 gal/min firm capacity of reverse osmosis deionized 


water - minimum resistivity 2 megohms


DEMINERALIZED WATER Treated process water using anion and cation exchangers 


with maximum conductivity of 4 micromhos


COMPRESSED AIR 47,000 standard cubic feet per minute installed capacity


NITROGEN 148,000 standard cubic feet per hour installed on-site 


plant capacity 


NON-HAZARDOUS WASTE 


DISPOSAL


General trash, metal, plastic and corrugated service by 


Waste Management


HAZARDOUS WASTE DISPOSAL Hazardous waste management supplied by Clean Harbors


NATURAL GAS Available through R.E.D. and local suppliers







AMENITIES


THEATER 1,968 seat theater, 180 seat studio theater


CONFERENCE CENTER
Multiple conference rooms with capacity from 8 to 200, 


projectors and conference phones available


VISITOR CENTER


Exhibits celebrating Kodak’s past and present. Café and 


retail space.  See the first digital camera invented by 


Kodak, one of Kodak’s Oscar statuettes and much more.


GALLERY 1,444 sq. ft. gallery space with two conference rooms.


FITNESS CENTER 9,000 sq. ft., cardio, strength training, lockers and showers 


DINING ROOM WITH KITCHEN Seats 350 people. 7,190 sq. ft.


CAFETERIAS Three full service cafeterias







ONSITE TECHNICAL SERVICES


ANALYTICAL SCIENCES Chemical and Materials Characterization, Manufacturing 


Problem Solving, Research and Development Innovation, 


Reverse Engineering / Product Deformulation, Routine 


Analytical Testing


SPECIALTY CHEMICALS Full service specialty and custom chemical manufacturer 


offering the flexibility of batch operations and expertise in 


process development, design for manufacturing and 


statistical process control


SOLVENT RECOVERY We recycle solvents. ISO 14001 certified. World-class 


Health, Safety and Environmental support staff. Highly 


trained engineers, operators, and mechanics.


ROLL-TO-ROLL COATING AND 


TESTING SERVICES


Take your materials from laboratory bench to roll-to-roll 


manufacturing at any scale. Range of coating and testing 


capabilities to create your products and evaluate how they 


will perform







SITE SERVICES


CONSTRUCTION AND PROJECT 


MANAGEMENT


Improve construction approaches, hit project schedules, 


enhance communication, achieve higher quality of work and, 


perhaps most importantly, reduce costs


ENVIRONMENTAL, HEALTH 


AND SAFETY


Deep knowledge of regulations, strong relationships with 


regulatory agencies 


COMMUNICATION SERVICES KODAK Communication Services has a full-service team of 


designers, multimedia developers, writers and localization 


specialists who create innovative marketing materials and 


technical publications to meet unique challenges, 


opportunities, and budgets.


SECURITY AND SITE ACCESS 24X7 operation


FIRE AND EMERGENCY SERVICES 24X7 operation (with backup support from municipalities
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2) Government Notice for Handling and Submitting Proposals 


This proposal shall be used and disclosed for evaluation purposes only, and a copy of this 


Government notice shall be applied to any reproduction or abstract thereof. Any authorized 


restrictive notices, which the submitter places on this proposal shall be strictly complied with. 


Disclosure of this proposal outside the Government for evaluation purposes shall be made only 


to the extent authorized by, and in accordance with, the procedures in HHSAR 352.215-1 


(Instructions to Offerors—competitive acquisition). 


 


(a) If authorized in agency implementing regulations, agencies may release proposals 
outside the Government for evaluation, consistent with the following: 


 


(1) Decisions to release proposals outside the Government for evaluation purposes shall be 
made by the agency head or designee; 
 


(2) Written agreement must be obtained from the evaluator that the information (data) 
contained in the proposal will be used only for evaluation purposes and will not be further 
disclosed; 
 


(3) Any authorized restrictive legends placed on the proposal by the prospective Contractor 
or subcontractor or by the Government shall be applied to any reproduction or abstracted 
information made by the evaluator; 
 


(4) Upon completing the evaluation, all copies of the proposal, as well as any abstracts 
thereof, shall be returned to the Government office which initially furnished them for 
evaluation; and 
 


(5) All determinations to release the proposal outside the Government take into consideration 
requirements for avoiding organizational conflicts of interest and the competitive 
relationship, if any, between the prospective Contractor or subcontractor and the 
prospective outside evaluator. 
 


(b) The submitter of any proposal shall be provided notice adequate to afford an opportunity to 
take appropriate action before release of any information (data) contained therein pursuant to 
a request under the Freedom of Information Act (5 U.S.C. 552); and, time permitting, the 
submitter should be consulted to obtain assistance in determining the eligibility of the 
information (data) in question as an exemption under the Act. (See also Subpart 24.2, 
Freedom of Information Act.) 
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3) Transmittal Letter 


 


To Whom It May Concern: 


  


Please accept the enclosed unsolicited proposal entitled, “Establishing a U.S. Center of 


Excellence for the Production of Key Starting Materials & Active Pharmaceutical Ingredients for 


Essential Medicines,” for your consideration. Kodak is proposing a comprehensive program 


intended to reestablish the capacity to manufacture Key Starting Materials (KSMs) and Active 


Pharmaceutical Ingredients (APIs) for certain essential drugs in the U.S. 


  


The COVID-19 pandemic highlighted the severity of the country’s dependency on non-domestic 


sources for the majority of its pharmaceuticals, which resulted in potential drug shortages. It is 


critical to realign the current supply chain to guarantee a strong stockpile of treatments during the 


current pandemic and to minimize the country’s dependence on foreign sources for future needs. 


This realignment could be accomplished by expanding the country’s domestic manufacturing 


capabilities to produce a strong and dependable supply of critical pharmaceutical materials in the 


United States.   


  


Kodak already possesses many assets and significant expertise to update and expand its 


Rochester, New York, facilities which would serve as a primary manufacturing hub for 


pharmaceutical starting materials, intermediates and APIs. This proposal outlines a strategy to 


create a robust manufacturing center capable of developing, testing, and producing a wide range 


of APIs that would allow the U.S. to be cost competitive. By expanding Kodak’s existing facilities 


and incorporating continuous manufacturing and advanced technology capabilities, the company 


could increase its capacity and provide the essential drugs needed for the American people. This 


would enable Kodak to serve as a strong and sustainable U.S. supplier now and in the future. 


  


We look forward to discussing how Kodak can assist the U.S. Government with this effort. 
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5) Executive Summary 


The United States imports the majority of its starting materials, intermediates and Active 


Pharmaceutical Ingredients (APIs), which are the main components of finished drug products. 


Only 12% of these materials are manufactured within the country for the U.S. market today.  A 


variety of factors have caused this shift over several decades including labor costs, significant 


capital investments, and regulatory requirements.   


Eastman Kodak Company has a well-established Specialty Chemicals business in Rochester, 


New York, located within a 1,200-acre industrial park, which includes 13 miles of rail, a 117 


megawatt powerplant, and its own wastewater facility. By expanding its current facilities, the 


company is well-positioned to serve as a strong manufacturing hub in the U.S.  


Kodak proposes to mitigate the risks associated with offshore pharmaceutical manufacturing by 


applying the following principles:  


• Secure the upstream supply chain – focus on specialized equipment that would enable 


the production of key starting materials in the U.S., reducing the country’s dependence on 


raw materials from foreign sources, especially for Essential Medicines of Strategic 


National Importance. 


• Reduce production costs— incorporate advanced manufacturing technologies, 


including continuous platforms and processes, in order to enable the long-term, 


sustainable production of starting materials, intermediates and APIs that improve yields, 


reduce waste, and reduce production costs. 


• Formulate a public-private partnership – collaborate with the Federal Government and 


its partners to select products aimed at improving health outcomes and managing 


disruptions that may occur due to trade, natural disaster or public health threats. 


Using these principles, Kodak proposes to establish a U.S. Center of Excellence for the 


Production of Key Starting Materials & Active Pharmaceutical Ingredients for Essential Medicines 


with four main components:  


1. Supply Chain Partner for Key Starting Materials (CLIN1, CLIN 2)– work with the 


Federal Government and its partners to determine key starting materials of strategic 


national importance for API manufacturing to ensure long-term supply chain resiliency. 


Kodak will begin by procuring and producing starting materials needed to support API 


production used in COVID-19 finished medicine products. This initiative includes 


manufacturing bulk intermediates as well as compounds for COVID-19 related 


treatments, and as supporting the development of a reserve of KSMs in preparation for 


future surges and shortages. For the long-term, Kodak will incorporate new technologies, 


which involve hazardous and specialized manufacturing capabilities (e.g. nitrations and 


hydrogenations) utilizing continuous manufacturing technology. This will enable the 


production of more starting materials and intermediates within the U.S. 
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2. API Manufacturing Facility (CLIN 3, CLIN 4) — leverage existing infrastructure, 


including updating a Specialty Chemicals building to create an advanced hybrid 


manufacturing facility that combines existing batch manufacturing equipment with new 


continuous manufacturing processes. This upgraded facility will have the capacity to 


manufacture up to metric tons of API per week. Kodak proposes to construct a 


Strategic Active Pharmaceutical Ingredient Reserve (SAPIR) Facility that will benefit the 


nation by providing an insurance policy against potential interruptions in the U.S. API 


supply chain used for Essential Medicines.  


 


3. API R&D Center of Excellence (CLIN 5) – leveraging existing expertise, upgrade 


Kodak’s Research & Development (R&D) facility and focus on innovation and 


improvement of continuous manufacturing solutions to support essential medicine 


manufacturing for the United States.  


 


4. Reagent manufacturing facility (CLIN 6)- upgrade existing laboratories for diagnostic 


testing, to include GLP manufacture of bulk reagents required for diagnostic production 


as well as, long term, an assay research and development capabilities. 


 


6) Introduction 


The U.S. is critically dependent on foreign countries for starting materials, intermediates and 


Active Pharmaceutical Ingredients (APIs), which are the key components of final drug products. 


According to the Food and Drug Administration (FDA), in 2018, 88% of manufacturers producing 


APIs for the U.S. market were located outside of the country1.  


Kodak has the manufacturing equipment and infrastructure to make non-cGMP starting materials 


and intermediates at its 1,200-acre industrial site, which includes high temperature reactors and 


a trained labor force. With assistance from the U.S. Government, Kodak can expand its existing 


facilities and laboratory space in order to serve as a key U.S. supplier of starting materials, 


intermediates and APIs. Kodak’s existing manufacturing and lab space can be updated, shovel-


ready land is available for expansions, and existing on-site utilities (e.g. rail, powerplant, 


wastewater facility, etc.) make the Kodak location a strong and economical choice when 


identifying current manufacturers well-positioned to expand in the U.S.  


There are many factors that led to the erosion of pharmaceutical API manufacturing in the U.S. 


over the last several decades. A recent FDA study analyzing drug shortages cited several 


economic challenges ranging from the lack of incentives to logistic and regulatory challenges. As 


 
1 FDA Drug Shortages Task Force. (2019). Drug Shortages: Root Causes and Potential Solutions. Retrieved from 


https://www.fda.gov/media/131130/download. 
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a result, 79% of the manufacturers producing APIs for 370 of the treatments on the World Health 


Organization’s Essential Medicines list are located outside the U.S.2  


The common approach for API manufacturing is typically referred to as small molecule synthesis. 


These chemistries are typically conducted in batch manufacturing processes that are extremely 


labor intensive. The impact of the difference in labor costs coupled with the costs to responsibly 


manufacture hazardous chemistry, especially as it relates to treatment of effluents, drives up the 


current domestic manufacturing costs.  


In order to effectively shift API manufacturing back to the U.S., companies will need support from 


the U.S. Government to overcome many of these barriers that make it difficult for manufacturers 


to produce starting materials, intermediates and APIs in the U.S. compared to low-cost 


manufacturing countries such as China or India.  


The immediate and sustainable response plan has been defined in the below workstreams to 


provide for a comprehensive solution: 


 


1. Procurement and Storage of KSMs for Essential Medicines in Shortage 


2. Establish U.S.-Based Production of KSMs for Essential Medicines in Shortage 


3. Establish Strategic API Ingredient Reserve (SAPIR) Facility 


4. Establish U.S-Based Advanced Manufacturing Capability for KSMs and APIs 


5. Establish a Center of Excellence for Continuous Manufacturing and Testing of KSMs and 
APIs 


6. Establish a Diagnostic Reagent Manufacturing Facility 


7. The Option to Establish a Formulation and Aseptic/Sterile Fill and Finish Facility for the 
Manufacture and Packaging of Final Drug Product 


 


The immediate and sustainable response plan has been defined in the below workstreams to 


provide for a comprehensive solution (Table 2).  The activities and timelines for each of the 


workstreams is shown in Figure 1. 


 
2 Safeguarding Pharmaceutical Supply Chains in a Global Economy: Hearing Before the House Energy and Commerce Subcommittee on Health, 116 


Congress (2019) (Statement of Janet Woodcock).  
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Figure 1: Program Overview 


WBS Task 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4


1 Procurement and Storage of KSMs for Essential Medicines in Shortage


1 2 Procurement of KSMs


1 3 Storage of KSMs


2 Establish U.S.-Based Production of KSMs for Essential Medicines in Shortage


2 2 Development of KSM manufacturing processes


2 3 Manufacture of KSMs 


3 Establish Strategic API Ingredient Reserve (SAPIR) Facility


3 2 Construction of new storage facilities


3 3 Procurement of new equipment


3.4 Establish compliant materials handeling systems


4 Establish U.S-Based Advanced Manufacturing Capability for KSMs and APIs


4 2 Rnovation/construction Building 


4 3 Validation of new facility


4.4 Manufacture of API (Startup cost)


4 5 Construction of Starting Material Facility #1 (hydrogenation)


4.6 Construction of Starting Material Facility #2 (nitration)


5
Establish a Center of Excellence for Continuous Manufacturing and Testing of KSMs and 


APIs


5 2 Renovation of existing manufacturing facilities


5 3 Purchase of essential equipment


5.4 Commissioning of CoE


5 5 Process Development- outsourced (15 Compounds)


5.6 Transfer of continuous KSM manufacturing processes


5.7 Process Development CoE


6 Establish a Diagnostic Reagent Manufacturing Facility


6 2 Renovation of existing manufacturing facilities


6 3 Procurement of new equipment


6.4 Establish compliant manufacturing and testing systems


6 5 Manufacture of diagnostic reagents


6.6 Storage of diagnostic reagents


2020 2021 2022 2023 2024


(b) (4)


(b) (4)
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8) Technical Approach Summary 


Why Kodak? 


 


Eastman Kodak Company (Kodak) offers pharmaceutical manufacturers a unique combination 


of skills and resources needed to quickly commence production and distribution of products that 


meet the highest standards: a well-established culture of innovation, extensive ready-now 


infrastructure and deep experience in intricate manufacturing and supply chain management.  


Kodak, founded in 1888 and operating publicly for over 117 years, is an iconic American 


company with a globally recognized brand, and is viewed as one of the most innovative 


companies in the areas of material sciences and chemistry. As an American company that has 


participated in bringing about technological innovations that have changed the way Americans 


live, Kodak wants to do its part to strengthen the U.S. supply chain for the pharmaceutical 


industry to ensure the American population can remain protected and healthy. 


Kodak’s Eastman Business Park is located on a 1,200-acre campus with 16 million square feet 


of manufacturing, lab, warehouse and office space. To support pharmaceutical manufacturing 


and distribution, the Park offers built-in, cost-efficient utilities (including an on-site 117 MW 


power plant and access to a 2,400 gallon-per-minute de-mineralized water supply); convenient 


access to transportation (including 13 miles of rail track within the Park and close proximity to 


the interstate highway system and an international airport). This infrastructure allows Kodak to 


have speed to market as well as competitive labor and capital costs.  This is recognized by the 


fact that EBP houses world renowned healthcare and biotech companies, including:  Dupont, 


Carestream, Ortho Clinical Diagnostics, Greenlight Biosciences, and Aedicell.  Lastly, Kodak is 


one of the few companies that has a fully integrated infrastructure to take a new product from 


lab scale to production pilot to full manufacturing all within the same organization. 


Kodak currently employs hundreds of people in within Specialty Chemicals business ranging 


from chemists and engineers to technicians and chemical operators. The vast majority of these 


employees have over 20 years of experience. In addition, the Greater Rochester region is well-


known for its superior academic institutions and workforce development programs. Today, more 


than 2,100 people in the area currently work within the pharmaceutical industry.  


Kodak’s century of science has resulted in more than 20,000 U.S. patents ranging from roll films 


to the invention of the digital camera, inkjet pigmented inks, and process-free digital plates. In 


addition to its well-known film business, the Company has over the decades adapted its 


fundamental expertise in material science and chemistry to participate in a variety of industries, 


including organic chemicals manufacturing, clinical diagnostics, space imaging and printing and 


publishing. In the area of digital printing, Kodak has extensive experience with digital printing on 


a wide range of packaging applications for pharmaceuticals. 
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Kodak also has world renowned expertise in both manufacturing, logistics and supply chain 


management. Worldwide distribution of Kodak products is managed out of 35 warehouses in 18 


countries. Domestic U.S. distribution centers are in Columbus Georgia, Dayton Ohio, City of 


Industry California, and Rochester, New York.  Kodak’s manufacturing, logistics and supply 


chain have been entirely unaffected by the current pandemic. Kodak was deemed an essential 


business from the start of the pandemic, so it continued to manufacture to meet customer 


demands.  Through a combination of existing safety stock inventory and excellent procurement 


management, the company continuously purchased the raw materials required for its 


operations. 


Kodak continues its commitment to research and development, with recent innovations 


including silver-based antimicrobial coatings, engineered micro-particle technology, and high-


resolution functional printing used to print elements of touch screens, antennas, sensors and 


more including security measures for pharmaceutical packaging (e.g.  RFID, Embedded Data, 


etc.).   


Kodak has a long history of supporting the U.S. Government. Kodak has been a supplier of a 


variety of films to the government during wartime, Cold War, and peacetime for use in military 


and U.S. security as well as films for NASA. Whether it was providing aerial lenses, cameras or 


optics for tank periscopes during the second World War or providing sensors or cameras for 


several of NASA’s space missions, Kodak has been serving as a strong partner of the U.S. 


Government for over a century.  


With the entrepreneurial passion and agility of a startup and the institutional knowledge and 


infrastructure of a giant, Kodak is prepared to be an invaluable partner for America’s 


pharmaceutical industry.  


 


8.1 CLIN 1: Procurement and Storage of KSMs for Essential Medicines in Shortage 


Procurement of KSMs (WBS 1.2) 


Storage of KSMs (WBS 1.3) 


 


Kodak proposes to immediately begin efforts to secure a supply of essential KSMs and their 


precursors, while working to bring the manufacturing of these, and other, essential KSMs back 


to U.S. soil. Kodak will do everything possible to support this effort. An inventory for a large 


strategic stockpile will be established in the follow steps. 


Specialty Chemicals Warehouse is a full-service storage, logistics and distribution center.   


There are two warehouses located in Eastman Business Park in Rochester, NY.   Product from 


these warehouses can be shipped to Kodak Regional Distribution Centers or directly to 


customers World-Wide.   The warehouses consist of sections capable of storing chemicals at 
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controlled room, refrigerated or frozen temperatures.  Storage abilities include high hazard, low 


hazard and work in progress. 


Specialty Chemicals Warehouse utilizes square feet in  This facility is certified 


as a NYS chemical storage facility.  Additionally  is a  square foot facility that is 


NYS certified for high hazard chemical storage.   An advanced SAP MRP system is used for 


inventory management.  Kodak is fully compliant with all SOX regulations.   All materials are lot 


traced and tracked through PV Suite III software.  The warehouses are managed under an ISO 


9001- 2015 quality system, an ISO 14001 HSE system and a Lean Production Management 


system.  There is 24-hour monitoring security.  The warehouses are CFAT (Chemical Facility 


Anti- Terrorism) Compliant.  Both warehouses are designated as Foreign Trade Zones and 


compliant with U.S. Customs, A.T.F. & Homeland security agencies requirements.  There is 


segregation and isolation capability within the facilities.    Kodak is certified to ship HazMat 


materials both domestically and for export.  Kodak will establish a controlled stockpile of KSMs 


as quickly as possible by procuring these compounds from existing manufacturers. These 


vendors will be qualified and audited if necessary.  


The following are examples of the potential KSMs that Kodak will procure (and store) in addition 


to their precursors. The majority of these are not currently manufactured or stored in the U.S. 


Precursors purchased under CLIN 1 will be used in KSM manufacturing in CLIN 2. 


1. 2-Chlorophenyl cyclopentyl ketone CAS 6740-85-8 (Ketamine KSM) 


2. 3-(4-Hydroxyphenyl)propanoic acid methyl ester (Esmolol KSM) 


3. 1-(2-Phenethyl)-4-piperidinone (Fentanyl KSM) 


4. 5-[[(1,1-Dimethylethyl)amino]acetyl]-2-hydroxybenzaldehyde (Salbutamol KSM) 


5. 3,4-Dihydroxy-α-isopropylaminoacetophenone (Isoproterenol KSM) 


6. 2-Amino-3',4'-dihydroxyacetophenone (Norepinephrine KSM) 


7. 2,4-Dichlor-5-(chlorosulfonyl)benzoic acid (Furosemide KSM) 


8. (2-Furanylmethyl)amine (Furosemide KSM) 


KSMs selected and procured for the initial stockpile will be stored in the renovated warehouse 


under controlled room temperature, humidity, light exposure, and access. It will be equipped 


with advanced inventory management technology and managed under an FDA Part 11 


compliant validated Warehouse Management System. 


Kodak proposes to immediately begin efforts to secure a supply of essential KSMs, while 


working to bring the manufacturing of these, and other, essential KSMs back to U.S. soil. Kodak 


will do everything possible to support this effort. An inventory for a large strategic stockpile will 


be established in the follow steps: 


This initial effort will be coordinated with the Public-Private partnership, in order to qualify and 


quantify the essential KSMs needed for initial and short-term acquisition and storage.  The 


company has two existing warehouses in the business park, both or either of which can be 


equipped for the initial warehousing of KSMs.  The warehouses include infrastructure 


requirements for temperature controls, tracking, segregation, and all ISO Lean (Six Sigma) 


(b) (4) (b) (4)


(b) (4) (b) (4)
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Quality requirements.  The initial stockpile will be procured from existing suppliers; will be 


subject to incoming RM testing and will be appropriately tracked, traced, and segregated in the 


secure warehouse space.  Suppliers will be audited as necessary, if not previously qualified by 


the company. 


 


8.2 CLIN 2: Establish U.S.-Based Production of KSMs for Essential Medicines in 


Shortage 


Development of KSM manufacturing processes (WBS 2.1) 


Manufacture of KSMs (Building ) (WBS 2.2) 


 


Establishing US-based production of KSMs for Essential Medicines will involve upgrade and 


expansion of existing capabilities; Kodak currently produces such materials for pharmaceutical 


companies, Contract Manufacturing Organizations (CMOs) and small biopharma companies.  


The effort called for in this CLIN will be accomplished in building , where this production is 


currently taking place.  The precise product mix which will be coordinated and agreed to 


between the Government and its partners in this initiative, to eliminate redundancy.   


The facility has sufficient capacity to produce metric ton quantities of these starting materials.  In 


addition, a thorough review of policies, procedures, and processes will be made prior to initiating 


such manufacturing under this initiative.  The company will ensure that its quality systems 


provide robust documentation and traceability procedures, as required by Good Documentation 


Practices, ISO standards, and critical RM vendors supplying starting materials for commercial 


pharmaceutical production. 


Kodak Specialty Chemicals specializes in the synthesis and scale-up of complex heterocycles 


and specialty polymers. With over a century of experience in scaling up innovation, Kodak has 


built an extensive proprietary database of molecules and processes. 


Kodak is a leader in contract manufacturing and custom chemical synthesis, and currently 


supplies raw materials to contract manufacturing organizations (CMOs) in the pharmaceutical 


space. Kodak is considered the preferred supplier for a major pharmaceutical CMO and 


provides starting materials for its generics and for its Phase I, Phase II and Phase III trials. 


Kodak also supplies starting materials to innovator pharmaceutical companies for early phase 


trials.  


The existing facility (Building  is already equipped with  reaction vessels,  centrifuges 


and  dryers for a total of  m3 of capacity. 


Initial KSMs of interest will include those that help support complete U.S. domestic 


manufacturing initiatives, such as the public-private partnership with Kodak. 


 


(b) (4)


(b) (4)


(b) (4) (b) (4) (b) (4


(b) ( (b) (4)
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A representative list of potential starting materials is included. Kodak will also work with partners 


such as  to ensure the materials that are procured are not redundant. Kodak’s analysis of 


the proposed synthetic pathways is described for the list of identified KSMs.   


 


 


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Kodak Specialty Chemicals which specializes in the synthesis and scale-up of complex 


heterocycles and currently a supplier of starting materials to Pharmaceutical contract 


manufacturing organizations and innovator pharma companies, will provide a safe and secure 


supply of critical KSMs for use and stockpile.   


 


8.3 CLIN 3: Establish Strategic Regulated KSM and API Ingredient Reserve (SAPIR) 


Facility 


Construction of new storage facilities (WBS 3.2) 


Procurement of new equipment WBS 3.3) 


Establish compliant materials handling systems (WBS 3.4) 


 


Kodak is proposing a to construct a Strategic Active Pharmaceutical Ingredient Reserve 


(SAPIR) Facility that will benefit the nation by providing an insurance policy against potential 


interruptions in the U.S. Regulated KSM and API supply chain used for Essential Medicines. A 


release of Regulated KSMs and APIs from the SAPIR will be able to mitigate the potential 


damages from disruption in international or domestic pharmaceutical ingredient supply and the 


accompanying risk to the healthcare system and rapid price increases.  This facility, when 


completed, will have the capacity to house inventory of Regulated KSMs and APIs produced on 


the Kodak campus, Regulated KSMs and APIs acquired from third parties, and additional 


Regulated KSMs and APIs of strategic interest, which may be required to be stored for the U.S. 


Government. This SAPIR will coordinate strategies with other SAPIR (including  facilities 


to prevent unnecessary redundancy and yet provide resilience to the supply chain. 


Key elements of this CLIN are as follows: 


The SAPIR will be located at Kodak’s site in Rochester, NY. Kodak has several parcels 


available at the Eastman Business Park as illustrated below. Prior to that point, Regulated 


KSMs and APIs would be stored in a temporary warehouse also at the Eastman Business Park 


site.   


The SAPIR will include advanced security measures to ensure adequate protection of the 


Regulated KSMs and APIs in reserve. Kodak will work directly with the USG to finalize the plans 


for the security of this facility. Regulated KSM and API for the SAPIR will be stockpiled from 


batches being produced 1) as a part of the COVID-19 efforts, 2) when manufacturing additional 


Regulated KSMs and APIs to support commercial needs, and 3) will be procured by Kodak 


when Regulated KSMs and APIs of interest are available to be acquired from foreign sources. 


The USG, at its option, may also choose to procure and have Kodak store Regulated KSMs and 


APIs of strategic interest for national health security. 


The inventory will all be managed by Kodak; however, inventory owned by the USG will require 


direction regarding length of storage and stability requirements. Regulated KSM and API will be 


(b) (4)
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transported to the SAPIR either directly on-site from batches manufactured in Rochester, NY, or 


through standard supply and distribution networks. Kodak will maintain its own Quality Systems 


for the SAPIR and will oversee the shelf life of the Regulated KSM and API through an ICH 


stability and stock rotation program for the APIs to ensure the stock is kept within FDA shelf-life 


limits. The inventory and quality management program for the SAPIR will include, at a minimum, 


the following elements: 


• Conducting routine quality assurance on all products 


• Performing annual inventory of all products 


• Inspecting environmental conditions, security, and package maintenance 


• Ensuring the ability to transport items during a public health emergency 


• Tracking the expiration date and manufacturer lot numbers of eligible products 


• Inventory Management and Tracking System 


• Coordinating the shipment of products to FDA for stability testing 


• Receiving and tracking FDA testing results for each lot of product 


• Disposing of and replacing product lots that have failed FDA testing 


• An IT infrastructure, that includes FDA-level validation of the appropriate software 


system to manage the large and rapidly moving inventory 


 


The SAPIR will also be managed under an FDA Part 11 compliant validated Warehouse 


Management System, under Current Good Manufacturing Practices (CGMP) with a quality-


focused team and will be ISO 9001:2015 certified. 


The proposed SAPIR solution currently includes the following: 


1) SF warehouse facility includes 6K SF office and 6 to 8 loading docks 


2) Rectangular pre-engineered metal building with 30 foot clear to underside of structure 


3) Existing as-builts of site utilities and existing foundations available, and assumed 


existing foundations are cut to 2 to 4 foot below grades, $400K allowance included to 


deal with obstructions or demolitions 


4) Acceleration of 12-18 months construction time may lead to premium 


5) Utility proximity for connection to site 


6) Excludes any hazardous material removal.  All soils from existing excavation/backfill to 


remain on site and subject to environmental easement 


The proposed site at Eastman Business Park offers the following infrastructure: 


• Full complement of on-site Utilities available (electric, steam, chilled & high purity water, 


compressed air, nitrogen, industrial sewer service and on-site wastewater treatment 


plant 


(b) (4)
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8.4 CLIN 4: Establish U.S-Based Advanced Manufacturing Capability for Regulated 


KSMs and APIs 


Renovation and construction of manufacturing facilities (Building  (WBS 4.2) 


Validation of New cGMP Hybrid Manufacturing Facility (WBS 4.3) 


Manufacture of API (WBS 4.4) 


Construction of Starting Material Facility #1- Nitration (WBS 4.5) 


Construction of Starting Material Facility #2- Hydrogenation (WBS 4.6) 


 


Kodak will manufacture the required Regulated KSMs and synthesize the APIs as required by 


the USG; a surplus of both will be produced. Both Regulated KSMs and APIs will be stored in a 


secure, environmentally-controlled warehouse. All equipment and utilities will be 


qualified/validated, as appropriate.  Regulated KSMs will be produced under a Quality System 


utilizing Kodak’s existing ISO controls and Good Documentation Practices (GDP) to provide 


100% traceability and to streamline integration throughout the processes. Regulated KSMs and 


APIs will be produced in a new facility and made under ICH Q7 GMPs for Active Pharmaceutical 


Ingredients, both for batch manufacture and continuous manufacturing. Any electronic data 


capture regulated by 21 CFR Part 11 will be Part 11-compliant. New equipment will be 


purchased, qualified/validated as appropriate. For high-risk processes such as nitration and 


hydrogenation two separate buildings will be constructed. As these are exothermic reactions, 


the heat can be captured and used for heating the building or the water supply. 


Approximately $48M will be saved by converting approximately m3 of existing reactor 


capacity to cGMP compliant manufacturing.  Along with new construction, total cGMP reactor 


manufacturing capacity will be approximately m3 with capability of manufacturing between 


 Metric Tons of API per year. 


Locating new Hybrid facility and specialized starting material capability near existing capacity 


will allow for less costly tie to site infrastructure (water supply, sewer, waste handling). 


  


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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Building  Upgrade to cGMP Standards 


 


Project Scope 


(b) (4)


(b) (4)


(b) (4)


(b) (4)







 
Establishing a U.S. Center of Excellence for the Production of Key Starting Materials & Active 
Pharmaceutical Ingredients for Essential Medicines  


 


Page 25 of 48 


Eastman Kodak Company – CONFIDENTIAL – COMPETITION SENSITIVE 


Use or disclosure of the proposal data are subject to the restrictions in Section 2 of this proposal 


Building 


(b) (4)


(b) (4)
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Hybrid cGMP Manufacturing Facility 


A Hybrid manufacturing facility will be built on the same site to expand the manufacture of 


Regulated KSMs and APIs using advanced technologies to lower costs and expand the supply 


chain.  The new Hybrid Manufacturing Facility will connect to and extend west of Building .    


 


Project Scope 


The conceptual design for the HMF is based on existing, proven API manufacturing technology 


which when coupled with the upgrades of the existing Building equipment will allow for 


production of multiple APIs simultaneously.   


 


This new two-story building will accommodate  reactor and  filter-dryers. Together with 


Building , the combined facility will have approximately  m3 of reactor capacity capable 


of manufacturing MT of various APIs per year.   The facility will include all utilities to operate 


the infrastructure but will leverage the existing cold room storage, in-process testing laboratory, 


environmental monitoring laboratory, offices and administration area.   


 


Existing and proven design specifications for reactor systems will be used to expedite the 


procurement of long lead items. 


 


Building 


The design criteria employed on the project is defined below and will be in accordance with the 
requirements of the applicable codes and standards. The proposed building will be a two-story 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4(b) (4)


(b) (4)


(b) (4)
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approximately sq ft facility and will be constructed as a rated structure for hazardous 
manufacturing.  The exterior envelope will be an insulated vent panel system appropriate for the 
climate. 


There will be insulated dock and equipment doors at the perimeter and painted hollow metal 
door assemblies other than in the administration area.  The roof construction will be a gray 
EPDM over foam insulation on metal decking. 


The overall building layout will support production of multiple APIs. The building will be 
connected to Building  to leverage existing assets and improve material flow.  Controlled 
gowning entries will be provided to maintain general cGMP (Good Manufacturing Practice) 
areas.  Gowning areas will be provided per ISO clean room standards 


From the first floor, raw materials can be staged for production, charging of materials from the 
tank farm and other manipulations and transfers can occur. 


Figure 5. New Hybrid cGMP Manufacturing Facility (2 floors sq ft) 


 


There will be large charge booths where materials can be charged in a safe manner and to 


prevent any contamination.  There will be areas for operators to document the process as well 


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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as control the equipment at both levels.  No additional office space will be present in this 


building as existing infrastructure will be utilized for this. Some engineering modifications will 


occur to the plans to enable the latest concepts for continuous manufacturing platforms. 


 


Major Equipment 


Major equipment will be a combination of glass-lined steel and Hastelloy reactors for the 


majority of the processing.  Various support equipment such as pumps, filters, charging devices 


will be utilized to move material throughout the facility.  In addition to this, filter dryers will be 


used to isolate and dry material. 


Starting Material #1 Facility (High Pressure Hydrogenation, Halogenation Facility) 


A manufacturing facility will be built to the west of the new Hybrid Manufacturing facility 


connecting to Building (existing high pressure manufacturing lab).  The new facility will build 


on existing capabilities and will be used for specialized and more hazardous reaction 


chemistries including hydrogenation, halogenation, and ethylene oxide chemistries   


Project Scope 


This new facility will meet cGMP requirements and will include the following: 


• and gallon reactors systems 


• Filtration equipment 


• Drying Equipment 


• Preweigh Equipment 


• Hydrogen storage and compressors 


• Scrubber system 


• High purity Water system 


• Parts cleaning equipment 


 


Building 


The design criteria employed on the project is defined below and will be in accordance with the 


requirements of the applicable codes and standards. The proposed building will be 


approximately  sq ft and will be specially designed with blast resistant walls for hazardous 


manufacturing.   


 


The building will include the following: 


• Production bays 


(b) (4)


(b) (4) (b) (4)


(b) (4)
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• Loading Dock 


• Personnel areas 


• Gowning areas 


• Parts cleaning area 


The new facility will support manufacturing from the combined upgraded Building  and the 


new Hybrid manufacturing facility. 


 


(b) (4)
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Figure 6. Starting Material Facility #1, High Pressure Hydrogenation, Halogenation, Other 


Hazardous Chemistry 


 


(b) (4)
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Starting Material Facility #2 (Nitration Facility) 


An additional manufacturing facility will be built to the south and west of the new Hybrid 


Manufacturing facility.  The new facility will be used for additional hazardous reaction 


chemistries including Nitrations.   


 


Project Scope 


Similar to Starting Material Facility #1, this new facility will include the following: 


 


• to gallon reactors systems 


• Filtration equipment 


• Drying Equipment 


• Preweigh Equipment 


• Acid storage + spent acid tanks 


• Scrubber system 


• High purity Water system 


• Parts cleaning equipment 


 


Building 


The design criteria employed on the project is defined below and will be in accordance with the 


requirements of the applicable codes and standards. The proposed building will be 


approximately sq ft and will be constructed as a rated structure for hazardous 


manufacturing.  The exterior envelope will be an insulated vent panel system appropriate for the 


climate. 


 


The building will include the following: 


• Production bays 


• Loading Dock 


• Personnel areas 


• Gowning areas 


• Parts cleaning area 


The new facility will support manufacturing from the combined upgraded Building and the 


new Hybrid manufacturing facility. 


 


(b) (4) (b) (4)
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Figure 7. Starting Material Facility #2, Nitration, Other Hazardous Chemistry 


(b) (4)
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Common to each of these installations: 


HVAC (Heating Ventilation and Air Conditioning) 


HVAC user requirements for the HVAC and support utility systems have been established to 
convey the overall intended approach to HVAC design and performance requirements and 
serve as the agreed basis for further defining the design and developing P&IDs, General 
Arrangement drawings and Equipment Lists.  During a future design phase, individual 
specification documents for the equipment and systems will be developed for validation 
purposes.   


The validated cleanroom HVAC system will focus on controlling five (5) key variables: 
Classification, Pressurization, Air Handling Unit (AHU) Zoning, Temperature Control and 
Humidity Control.  The design team will specify and design the facility air handling unit to meet 
cGMP (current Good Manufacturing Practices) requirements as outlined by the International 
Society of Pharmaceutical Engineering (ISPE) and the Food and Drug Administration (FDA) 
guidelines which is generally accepted to be defined by Title 21, Parts 210 and 211 of the Code 
of Federal Regulations.  To consider this facility a cGMP facility, minimum critical environmental 
parameters must be achieved by the HVAC systems.   


 


Mechanical Utilities 


Fire/industrial Water will be piped into the building from the existing line and used for fire 


preventative measures.  Accompanying this will be dedicated retention areas to capture any 


discharged fire water. 


Potable and Process Water design, installation, and operation will follow recognized industry 


practices to minimize bacteria formation, growth, and provide for system cleanability and 


sanitization.  The water systems already exist at this location, so this new construction will tie 


into this existing infrastructure.  Also used for safety fixtures such as safety showers and eye 


washes. 


Gaseous Nitrogen is required for all of the equipment in the operations area to inert the 


operations since flammable solvents will be used.  Gaseous nitrogen shall be supplied from an 


existing liquid nitrogen storage tank with evaporator. 


Instrument and Clean Compressed Air will be used for instrumentation and general purposes 


and will leveraged from the existing infrastructure.    


Breathing Air will be used for the operations staff whenever they need to perform a unit 


operation in which they may be exposed to solvent vapors or low oxygen level conditions such 


as entering a reactor for cleaning. 


Process Cooling will be used for cooling the equipment as well as some of the infrastructure 


within the building.  This will be leveraged off of the existing supply. 


Plant Steam will be supplied by the central utilities provider for the industrial site (low pressure 


and 70 psig steam).  Plant steam loads include the processing equipment as well as building 


heat.   
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Bulk and Drum Solvents will be provided from the existing infrastructure.  Extension of pipelines 


from the tank farm will need to be installed, but no new tank storages are anticipated.  There is 


sufficient warehouse space to support additional storage of drummed solvents. 


Electrical will be supplied from existing load centers located nearby. 


Sewer and non-hazardous aqueous waste system will be provided from the existing 


infrastructure which utilizes the on-site industrial wastewater treatment plant. 


Emission Control is required for all emissions from the reactors and processing equipment.  A 


new line will be run to tie into the existing thermal oxidizer on the site to treat all the air 


emissions. 


Organic Waste will be handled through the existing infrastructure.  New piping will be run to tie 


into the bulk waste tank-farm that is located on the site.  Any additional waste that needs to be 


handled through drummed waste will be stored in the existing drum storage designated for 


waste and is removed through a third party contractor to be incinerated. 


Solvent Recovery – All recyclable solvents will be collected and transferred via an existing 


pipeline to central distillation plant located on the industrial site. 


 


cGMP Material Flow 


Process Flow starts in the existing warehouse where all raw materials are received, sampled 


and sent to the QC lab for testing. Once tested and reviewed, QA will print acceptance tags to 


be put on the raw material containers. Once approved, the warehouse staff can moved the 


materials into the staging area of the production facility. The operations staff will then charge 


liquids into the reactors through a polish filter and charge any solids using a solids charge 


feeder. This is all done in a closed system to maintain the integrity of the reactor and an inert 


atmosphere. 


Once the reaction steps are completed, products will be transferred to either  


• a centrifuge through a closed system to isolate and wash the final product.  This product 


is then transferred in a closed system into a separate charging device which will store 


the product as a wet-cake until it is ready to be charged to a dryer.   


• an agitated filter dryer 


After completing the drying operation, the product is discharged into a large container or 


individual drums for final testing and release.   


 


Gowning Requirements and Personnel Flow 


There will be multiple personnel flows based on operations. These operators will provide service 


for the operations and isolation of product. Specific gowning requirements for enter and exiting 


the final product areas are different and will be established.   


   







 
Establishing a U.S. Center of Excellence for the Production of Key Starting Materials & Active 
Pharmaceutical Ingredients for Essential Medicines  


 
  


Page 35 of 48 


Eastman Kodak Company – CONFIDENTIAL – COMPETITION SENSITIVE 


Use or disclosure of the proposal data are subject to the restrictions in Section 2 of this proposal 


Equipment Qualification / Process Validation 


Original equipment manufacturers (OEMs) will be utilized in association with site personnel to 


install, commission, and qualify (Installation Qualification, Operational Qualification, 


Performance Qualification) all cGMP related equipment. Factory Acceptance Tests shall be 


performed on all major pieces of equipment prior to shipment to the facility.  Process 


engineering studies will be performed to determine and verify appropriate product batch sizes 


and scale-up requirements. A site Validation Master Plan will be developed and approved as the 


overall governing document for the site’s validation approach.  As part of the overall validation 


process, FMEAs (Failure Mode and Effects Analysis) and Risk Assessments will be performed. 


This will include identification of Critical Quality Attributes (CQA) and Critical Process 


Parameters. Qualification (water runs) will be initially performed in testing the equipment and 


processes. Media fill runs will be performed to represent all product container/closure 


configurations and volumes for final line qualification. 


 


Associated Processes 


DMFs (Drug Master Files) for specific products will be developed utilizing internal resources but 


may also include purchasing existing DMFs from existing manufacturers.  This will also include 


development of DMF submission documents.  Ownership of the DMFs will provide more control 


and flexibility over commercial manufacturing.   


Analytical Methods and Assays will be developed and validated as part of the overall product 


development and technical transfer processes.  Development of Validation Protocols for 


analytical and assay methods will include aspects of product manufacturing control, 


performance, and product stability indication, etc. and will be developed consistent with the 


overall site Validation Master Plan. Testing will include identity, purity, potency, and stability of 


the bulk drug substance and final drug product in accordance with ICH Standards.   


Product Stability Testing will be completed during the product development process and will 


include both external and site personnel for completion.  Design of stability testing plan and 


conduct of stability studies on bulk and final product will be completed through the externally 


contracted product development process. 


Product Release and Routine Stability Testing of bulk drug substance will be conducted via 


onsite laboratories and the site Quality Unit in accordance with ICH Stability Standards.  


Sufficient storage for both cold chain and controlled drug products will be built or utilized 


between on-site facilities to accommodate routine stability testing requirements. 


Regulatory Inspection activities, including Food and Drug Administration, Drug Enforcement 


Administration, Occupational Safety and Health Administration, etc. will be managed through 


the site Quality Unit in conjunction with other personnel. 


Controlled Drugs and Cold Chain Products will have procedures in place to allow appropriate 


allocations, handling, storage, fill-finish operations, and final release and distribution. 
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Starting Material Facilities will allow for domestic manufacture of these functionalized starting 


materials that currently do not have a domestic supply.     


Continuous manufacturing will provide a way to safely execute the above-mentioned hazardous 


chemistries and transfer these functionalized starting materials to the batch manufacturing wing 


to manufacture the KSMs and APIs.  


Establishing an in-house supply by backward integrating to the functionalized starting materials 


positions Kodak to manufacture KSMs and API in the U.S. without being dependent on non-


domestic sources and supply constraints. 


 


8.5 CLIN 5: Establish a R&D Center of Excellence for Process and Analytical Test 


Development to Support Continuous Manufacturing and Testing of KSMs and APIs 


Renovation of Existing Manufacturing Facilities (WBS 5.2) 


Procurement of Essential Equipment (WBS 5.3) 


Commissioning of R&D Center of Excellence (WBS 5.4) 


Process Development- Outsourced (WBS 5.5) 


Transfer of Continuous Manufacturing Processes for KSMs (WBS 5.6) 


Process Development in R&D Center of Excellence (WBS 5.7) 


 


A crucial activity for success of manufacturing starting materials, intermediates and APIs for the 


pharmaceutical industry is the development of manufacturing processes for both batch reactors 


and continuous manufacturing vessels. Continuous processing methodology has come into 


favor, especially for small molecule compounds, because it is more efficient than batch 


methods, which require frequent interruptions in the process to conduct in-process testing of the 


product for purity, potency, etc.  


Therefore, continued development activities are intended to provide optimum processes for 


manufacturing at scale, to achieve high yields, potency and purity, high quality, and lower cost 


as materials are made at production/commercial scale.  Kodak intends to establish, by 


renovating an existing R&D facility, a “Center of Excellence” to support the continued 


development and optimization of continuous manufacturing processes (as well as batch 


processes where required) for both KSMs and APIs.  High quality and purity are assured by also 


providing for continuous testing of these materials and APIs at key points throughout the 


process, and this is an activity that benefits as well from methodologies developed in the lab. 


For over 100 years, Kodak has been a leader and innovator in materials science. Kodak as an 


inventor and innovator has been awarded over 20,000 U.S. patents in the last century with 


many of them in new materials, materials formulations, and integration of materials into useful 


articles across imaging, printing and healthcare industries. The demonstrated R&D capability 
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and results are not only reflected in U.S. patents, but also in a wide range of technical and 


scientific articles published in peer-reviewed journals.   


This expertise encompasses the following:  


• Invention of new materials for a variety of functions and applications;  


• Formulation of these materials into useful compositions such as color negative films, 


inkjet inks, electrophotographic toners, antimicrobials, offset digital printing plates, and 


more; and,  


Process development in order to scale materials and material formulations into tens of 


thousands of kilograms per year. 


It is this experience and demonstrated capability Kodak brings to the task of process 


development for pharma materials. 


In the Center of Excellence, Kodak will investigate the range of materials noted above to 


develop the manufacturing processes for such materials that exist today and to develop 


processes for new materials being invented well into the future. It is expected the Kodak Center 


of Excellence will optimize existing synthetic routes for starting materials, intermediates, and 


APIs, and explore and develop alternative routes for large scale manufacturing. This has been 


demonstrated for batch reactors and will be an important aspect of process development for 


advanced manufacturing of pharma materials through continuous manufacturing processes.    


The location of the Center of Excellence in the Kodak Research Labs (KRL) ensures the facility 


will be co-located within Eastman Business Park with the manufacturing facilities for the pharma 


materials. This enables ready, in-person interactions to ensure compatibility of developed 


synthetic processes with manufacturing facilities and capability, as well as inclusion of “design 


for manufacturability” (DFM) principles for optimizing yield, quality, and cost.  


KRL includes existing laboratory space that would require facility and equipment updates 


outlined in Figure 5.   
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Kodak will conduct strategic meetings at least once per year to discuss overall project design, 


progress, and performance. These meetings will focus on technical progress and performance 


according to the IMS and budget. 


Meeting Schedule 


Kodak will develop a schedule for internal (Kodak and partners only) and external (Kodak and 


USG) project meetings that are designed to ensure collaboration between USG and Kodak on 


areas of mutual interest and progress towards the project objectives.  


Project teams will meet with USG regularly (e.g., biweekly) via teleconference to report on current 


activities, risks, issues, and planned activities. Teleconferences are designed to ensure continual 


communication and collaboration between Kodak and USG on all project activities.  


Routine Reporting 


For each CLIN, Kodak will provide the following project deliverables: 


• Regular (Biweekly or Monthly) Project Team Meetings 


• Monthly Invoice 


• Monthly Financial Report 


• Monthly Technical Report 


• Annual USG Strategic and Programmatic Review Meeting 


• Other Deliverables as required 


• FDA interactions, ad-hoc meetings, protocols reports, publications, inventions 


Subcontractor Management 


Kodak will develop a subcontractor management plan defining roles and responsibilities among 


Kodak and its subcontractors. Regular meetings will be scheduled with each of the 


subcontractors to track the progress of the subcontractors.  Subcontractor technical progress, 


cost and risk will be regularly updated to keep the project on schedule and within budget and to 


mitigate risks.  Diligent manufacturing and quality oversight are essential to this program. A 


person-in-the-plant will be used to monitor manufacturing activities and quality audits will be 


conducted, as applicable. 


Risk Management 


Kodak will identify, track, and respond to risks as they are identified. The individual project 


teams track and manage risks identified in a Risk Register that assesses the probability and 


impact of a specific risk to establish its severity. The management team will collect, sort, and 


aggregate the risks for reporting to the USG. All risks will be assessed according their potential 


impact on the project goals. 
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10) Global Logistics at Kodak 


Kodak Logistics is responsible for distribution warehousing, transportation and international 


trade compliance. Worldwide distribution of Kodak products is managed out of 35 warehouses 


in 18 countries. Domestic U.S. distribution centers are in Columbus Georgia, Dayton Ohio, City 


of Industry California, and Rochester, New York.  Products stored in these warehouses include 


chemicals, film, inks, toners, printing plates, printing machines and spare parts. Due to the 


requirements of Kodak’s products, the warehouses are temperature controlled. Kodak moves 


over two million kilograms of freight per month and uses virtually all modes of transportation. 


Kodak has well-established partnerships with many of the country’s largest transportation 


companies and has experience transporting both hazardous and non-hazardous freight. 


Kodak is a self-filer for both export and import entries with U.S. Customs. The company 


maintains a secure supply chain and, as a result, has earned C-TPAT Tier III certification. 


Additionally, our carriers and 3PL partners were selected, in part, based on also having 


achieved C-TPAT certification.  


 


11) Program Management at Kodak 


Our Program Management has two elements- one is Capital Program Management the other is 


the New Product Commercialization Management.  


Kodak outsources its Capital Program Management to    


is an established partner that has a strong working relationship with Eastman Kodak that 


goes back many decades. Fourteen years ago  acquired the engineering and construction 


divisions of Kodak and entered into an exclusive agreement to provide capital project services 


for Kodak.   also expanded its client base for the use of these acquired skills and has 


provided program management, engineering, design and construction services for many 


chemical, food and pharmaceutical companies in addition to Kodak.  Clients include Dupont, 


Lonza, Arkema, Thermo Fisher/Life Technologies, Regeneron, Carestream and 


AstraZeneca.    has an engineering and project management team of 100.  In addition to 


EPC services, program & project management, maintains a skilled trades workforce with 


over 100 industrial tradesmen and self-performs much of the capital work.  maintains a 


100,000 square foot shop with custom fabrication capability for pharmaceutical processes 


including a stainless steel welding facility with passivation capability. has been ISO-9000 


certified for 25 years, maintains an outstanding safety record and has a New York State certified 


apprenticeship program for workforce development.   


 has provided over 140 million dollars in project services to Kodak.  Programs and projects 


that has completed for Kodak include: 


• Engineering, Design and Construction of MACT Chemical System  


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
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• Engineer, Design and Installation of CPDI System 


• Kodak Gemini Project Class 1 & 2 Engineering 


• Chemical Plant Dual State Filtration System 


• Project Management and Installation Kodak Xiamen Plant. 


• Acid Plant Design and Construction 


• Software Configuration and Upgrade Roll Coating Machine 


• Batch Chemical Custom Batch Mix System 


• Make and Deliver Systems for Film Coating 


• QC Lab Expansion  


 


Quality Services are Certified Best Practices.  Governing  corporate processes is a 


Quality Management System registered to ISO 9001 since 1994.  In addition to its ISO 


9001:2015 Registration  is also registered to the Best Practices of the Control System 


Integrators Association Certification (CSIA).  As a founding member of CSIA,  is committed 


to improving the business practices of Controls and Information System Integrators.  This 


effectively couples the advantages of an ISO 9001 Quality System to the best practices of 


CSIA.  The emphasis is on process documentation.  The organization has defined quality 


processes for each function of its operation  Quality Policy embodies the fact that 


“Employees of  are committed to building lasting client relationships by striving to provide 


consistently superior project services.” — The pursuit of a repeatable and sustainable approach 


to business makes unique as one of only a few firms that are recognized by both ISO 9001 


and CSIA quality systems.   


As a control system integrator maintains a full staff of automation engineers and technicians 


trained and certified to use all the major brands of control hardware and software.  Expertise 


includes sophisticated batch and continuous control capabilities operating with the best 


functionality of Industry 4.0 technology.  supports a panel fabrication facility registered to UL 


standards. 


 


 


 


 


 


 


 


(b) (4) (b) (4)


(b) (4)


(b) (4)


(b) (4)
(b) (4)


(b) (4)


(b) (4)


(b) (4)
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the New Business Team Technical Director (or designee) and for internal programs, the 


Customer. 


The actual design and development processes utilized by SCID and the results generated are 


documented and controlled.  Typically, materials under consideration for commercialization are 


screened using statistical design of experiments methodology.  Factors are varied and their 


impact on key physical responses are determined.  Modelling identifies the optimal and most 


robust settings for each of the factors.  Products are then prepared multiple times at bench, pilot 


and manufacturing scales and the physical attributes of the product are verified.  The means of 


each response at each level are analyzed for differences and materials are declared scalable 


when no practical differences are present.  Products have limits in place for key quality 


parameters at the time of manufacture which collectively form a specification.  The specification 


lists the release characteristics, unit of measures, limits and test method references.  Those 


based on fitness-for-use are deemed most desirable but when not, they are based on 


manufacturing capability.  Specifications are stored and maintained in an ISO 9001 database.  


 


12) Quality Systems at Kodak 


Specialty Chemicals (SCID) is one of multiple departments that report up to the Eastman Kodak 


Corporation through AMC Advanced Materials and Chemical Division. SCID functions aligned 


with the Mission, Strategic Direction and Business goals set by AMC management.  We are ISO 


9001-2015 certified.  


SCID is a customer focused chemical manufacturing organization. Our strategy is to provide a 


broad and profitable portfolio through new innovative ideas as well as utilizing our core 


manufacturing competencies. In supplying a variety of industrial products, SCID works closely 


with its customers making products that meet specified requirements from existing processes or 


commercialized with close customer input through use of a process development gate model 


(KMCP). SCID functions in compliance with all applicable quality, legal, statutory and regulatory 


requirements. The facilities and its employees are managed under all corporate policies, 


Business Practices, guidelines and values.  
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SCID is based on the following QMS -process model. This model reflects the major processes 


of SCID’s QMS, their interactions, and their alignment with customer focus. 


 


 


Figure 10. SCID Workflow 


 


Within this Business Model there are a number of internal and external issues relevant to our 


operating plan. SCID has identified the critical components of our business and has put in place 


programs and activities to ensure continuity and reduce impact of change. These issues are 


outlined in the Specialty Chemicals Continuity of Supply Plan 


As business conditions change year on year, SCID management participates in a number of 


activities to define our strategies and initiatives along with the associated risks. These issues 


are documented and discussed as part of our annual budgeting and ling term strategic planning 


processes. 


 


13) Workforce Development 


The Western New York region includes a strong network of academic institutions, including 


more than 19 colleges and universities and over 81,000 students. According to the U.S. 


Department of Education, Rochester ranks third in both biological and biomedical sciences 


degrees per area among 53 of the largest metro areas.  
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In addition to prominent institutions such as the University of Rochester and Rochester Institute 


of Technology (RIT), the Greater Rochester area is home to several strong community colleges, 


including Monroe, Genesee and Finger Lakes Community Colleges. These schools offer 


customized programs that support the real-time needs of Upstate New York businesses.  


Local government, community, business and academic leaders have cultivated a strong 


innovation ecosystem that includes a Downtown Innovation Zone, university incubators (e.g. 


URVentures, RIT Venture Creations), and several labs and centers of excellence. 


 


14) Key Personnel 


James V. Continenza, Executive Chairman 


Jim Continenza leads the transformation of Eastman Kodak Company as Executive Chairman. 
He was appointed to that position by the Board of Directors on February 20, 2019. Continenza 
joined the Board of Directors of Kodak in April 2013 and became Chairman of the Board in 
September 2013. 


Continenza brings a proven track record of guiding leading technology companies through 
transformations. Since September 2012, Continenza has served as the Chairman and Chief 
Executive Officer of Vivial, Inc., a privately-held marketing technology and communications 
company. He has also held leadership roles at STi Prepaid, LLC, a telecommunications 
company; Anchor Glass Container Corp., a leading manufacturer of glass containers; Teligent, 
Inc., which provides communications services including voice, data, and internet access; Lucent 
Technologies Product Finance, a global leader in telecom equipment and AT&T. 


In addition to his management experience, Mr. Continenza currently serves on the board of 
Cenveo Corporation, an industry leader in transformative publishing solutions. Continenza also 
serves on the board of Merrill Corporation LLC and has served on the boards of NII Holdings, 
Inc., Tembec and Neff Corporation. He also serves or has served on the boards of a number of 
private companies. 


 


Terry R. Taber, PhD, Chief Technical Officer, Senior Vice President, Advanced Materials 
and Chemicals, Vice President, Eastman Kodak Company 


Terry Taber joined Kodak in 1980. In January 2009, he was named Chief Technical Officer, a 
position he currently holds. The Board of Directors elected him a corporate vice president in 
December 2008. Effective January 1, 2015, Taber was named President of the newly created 
Intellectual Property Solutions segment. Effective May 1, 2017, Dr. Taber was named President 
of Advanced Materials & 3D Printing Technology Division. Effective March 5, 2020, Taber was 
named Senior Vice President, Advanced Materials and Chemicals, expanding his prior role to 
include oversight of chemicals, functional print and all films, including motion picture, consumer, 
professional and industrial. He reports to Executive Chairman Jim Continenza. 


Taber was previously the Chief Operating Officer of Kodak’s Image Sensor Solutions (ISS) 
business, a leading developer of advanced CCD and CMOS sensors serving imaging and 
industrial markets. Prior to joining ISS in 2007, Taber held a series of senior positions in 
Kodak’s research and development and product organizations. During his more than 35 years at 
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Kodak, Taber has been involved in new materials research, product development and 
commercialization, manufacturing, and executive positions in R&D and business management. 


Taber’s early responsibilities included research on new synthetic materials, an area in which he 
holds several patents. He then became a program manager for several film products before 
completing the Sloan Fellows program at the Massachusetts Institute of Technology (MIT). He 
returned from MIT to become the worldwide consumer film business product manager from 
1999 to 2002, and then became an Associate Director of R&D from 2002 to 2005, followed by a 
position as the director of Materials & Media R&D from 2005 to 2007. 


Taber received a B.S. degree in Chemistry from Purdue University and a Ph.D. in Organic 
Chemistry from the California Institute of Technology. He also received an M.S. in General 
Management from MIT as a Kodak Sloan Fellow. Taber was a Board Member of the Innovation 
& Material Sciences Institute and currently serves on the Executive Advisory Board of FIRST 
Rochester (For Inspiration and Recognition of Science and Technology). He also serves on the 
Executive Committee of the Greater Rochester Chamber of Commerce and the Tocqueville 
Society Cabinet of the Greater Rochester United Way. Taber is a trustee of Roberts Wesleyan 
College and Northeastern Seminary. 


 


15) Organizational Chart- Kodak Pharma 


 


Figure 1: Project Organizational Chart 
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Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2042 2043


Eastman Kodak
Revenues in $000s
High Volume APIs
Number of Units sold annually Kilograms
Price per Unit (local currency)
Currency conversion (local currency per USD)
High Volume APIs Revenue in $000s


SPIR Warehousing Revenue
Number of Units sold annually Square Feet
Price per Unit (local currency)
Currency conversion (local currency per USD)
SPIR Warehousing Revenue Revenue in $000s


Reagents
Number of Units sold annually Liters
Price per Unit (local currency)
Currency conversion (local currency per USD)
Reagents Revenue in $000s


Non-Regulated KSMs
Number of Units sold annually Kilograms
Price per Unit (local currency)
Currency conversion (local currency per USD)
Non-Regulated KSMs Revenue in $000s


Low Volume APIs
Number of Units sold annually Kilograms
Price per Unit (local currency)
Currency conversion (local currency per USD)
Low Volume APIs Revenue in $000s


Cost of Goods Sold as % of Total Sales Revenue
Cost of Goods Sold in $000s


Indirect/Overhead Costs
Local Currency Costs


Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Total Local Currency Cost (local 000s) 0


Conversion (local currency per USD)
Total Local currency cost in $000s 0


US Dollar Costs
Startup, Accreditation and other one-time Items
Research and Development
Direct SG&A
Corporate Functions
Research Labs Facility Costs (net of lease income) 0


Total US Dollar Costs ($000s)
Total Indirect Costs ($000s)


Operating Costs in $000s


Total Sales Revenues in $000s


(b) (4)


(b) (4)







Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2042 2043


Capital Costs in $000s
Capital Expenditures (Up-front costs)


Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse


Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility


Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence


Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities


Assets Contributed
Ongoing Cap Ex


ement Essential Medicines for Shortage - Not Depreciated
00


DFC Debt Assumptions and Schedule
te


Total Loan Amount in $000s 655,000
Base Interest Cost (%)
Interest Risk Spread (%) 0.00%


All-in Annual Interest Rate (%)
Commitment Fee (%) 0.00%
Facility/Administrative Fee (%) 0.00%
Total Loan Term (months) 300
Grace Period on Principal Repayment (months)
# of payments per year
Estimated Date of First Drawdown 09/01/20  
Estimated Date of First Principal Repayment
Estimated Maturity Date 09/01/45
Number of Principal Payments
Straight-line or Mortgage-Style?


# of principal Payments if quarterly 4
# of principal Payments if semi-annual 2


4
Outstanding Principal (Start of Year)
DFC Debt Principal Disbursements in $000s 0
DFC Debt Fees (Facility, Commitment) 0
DFC Debt Interest 0
DFC Debt Principal Repayments


Total DFC Debt Service
Outstanding Principal (End of Year)


Other Senior Debt -- Assumptions and Schedule
Name of Lender
Annual Interest Rate (%) 0%


Outstanding Principal (Start of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Disbursements (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Fees (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Interest 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Repayments (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0


Total Other Senior Debt Service 0 0 0 0 0 0 0 0 0 0 0 0 0
Outstanding Principal (End of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0


Name


Total Annual Capital Expenditures


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)
(b) (4)


(b) (4)


(b) (4)


(b) (4)
(b) (4)







Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2042 2043


Short Term Debt -- Assumptions and Schedule
Name of Lender
Annual Interest Rate (%) 0%


Outstanding Principal (Start of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Disbursements (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Fees (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Interest 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Repayments (in $000) 0 0 0 0 0 0 0 0 0 0 0 0 0


Total Short Term Debt Service 0 0 0 0 0 0 0 0 0 0 0 0 0
Outstanding Principal (End of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0


Subordinated Debt -- Assumptions and Schedule
Name of Lender


Outstanding Principal (Start of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Disbursements ($000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Fees or Interest (if allowed) ($000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Repayments ($000s) 0 0 0 0 0 0 0 0 0 0 0 0 0


Total Subordinated Debt Service 0 0 0 0 0 0 0 0 0 0 0 0 0
Outstanding Principal (End of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0


Equity and Reconciliation of Retained Earnings
Equity (Start of Year) in $000s
New Equity Contributions in $000s
Equity (End of Year)


Retained Earnings (Start of Year)
Net Income
Dividend Payout Ratio (%)
Dividends Paid 0
Retained Earnings (End of Year)


Income Tax Assumptions
Tax Rate 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%


Depreciation/Amortization Assumptions
Year Depreciation/Amortization Begins


Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse


Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility


Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence


Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities


Assets Contributed
Ongoing Cap Ex


Total Annual Depreciation Exp


Name


Name


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)







Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2042 2043


Working Capital and Debt Service Reserve Assumpt
Days in Receivables
Days Inventory
Days in Payables
Months Debt Service to Restricted Cash


Cost of Capital (for Net Present Value Calculation Purposes)
Amount of DFC Debt
Amount of other Senior Debt
Amount of Sub-Debt/Equity


Total Project Capitalization


Cost of Debt
Cost of Equity
Weighted Average Cost of Capital


(b) (4)


(b) (4)







Income Statement


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045


Revenues
High Volume APIs Revenue in $000s
SPIR Warehousing Revenue Revenue in $000s
Reagents Revenue in $000s
Non-Regulated KSMs Revenue in $000s
Low Volume APIs Revenue in $000s


Gross Revenues


Cost of Product Sold


Operating Expenses
Operating Expense (local 000s)
Operating Expense (local 000s)
Operating Expense (local 000s)
Operating Expense (local 000s)
Operating Expense (local 000s)


Startup, Accreditation and other one-time Items
Research and Development


Direct SG&A
Corporate Functions


Research Labs Facility Costs (net of lease income)
Total Operating Expenses


Gross Operating Profit (EBITDA)


Depreciation Expense


EBIT


Interest & Fee Income/(Expense)


Income Taxes


Net Income


Dividends


Addition to Retained Earnings


Eastman Kodak


(b) (4)







Cash Flow Statement


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Cash Flow Statement
Sales
Change in Receivables


Cash from Sales


Cost of Goods Sold
Change in Inventory
Change in Payables/Other Curr. Liabilities


Cash Production Costs


Gross Cash Profits


Cash Operating Expenses


Cash After Operations


Taxes Paid


Net Cash After Operations


Capital Expenditures


Net Cash After Investing Activities


Interest & Fee Income/(Expense)
Dividends Paid
Short Term Debt Inflow/(Outflow)
LT Senior Debt Inflow/(Outflow)
Subordinated Debt Inflow/(Outflow)
Equity Inflow/(Outflow)


Net Cash After Financing Activities


Beginning Cash
Change in Cash


Cash (to)/from debt reserve
Ending Cash


Eastman Kodak


(b) (4)







Cash Flow Statement


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045


Debt Service Coverages/Cash Available for Debt Service (CADS)
Operating Debt Service Coverage


Net Cash After Operations
(Operating CADS)


Net Interest & Fee Expense
Principal Payments


Total Debt Service


Operating CADS/Interest & Fee
Operating CADS/Principal
Operating CADS/Total Debt Service
Average Debt Service Coverage


Total Debt Service Coverage
Net Cash Flow
+Interest & Fee Expense
+Principal Repayment
+Dividends Paid


Total CADS


Interest & Fee Expense
Principal Repayment


Total Debt Service


Total CADS/Interest+Fee
Total CADS/Scheduled Principal
Total CADS/Total Debt Service
Average Debt Service Coverage


Discounted Cash Flow (DCF)/Net Present Value (NPV) Analysis
Project Value/Returns


Equity and Debt Invested
Net Cash After Operations


Net (Outflow)/Inflow
Weighted average cost of capital
Internal Rate of Return
Net Present Value


Equity Value/Returns
Equity Invested
Dividen  
Terminal Value


Net (Outflow/Inflow)
Cost of Equity
Internal Rate of Return
Net Present Value


Working Capital Analysis
Increase/(Decrease) in Receivables
Increase/(Decrease) in Inventory
(Increase)/Decrease in Payables


Net Working Capital Cost


Eastman Kodak


(b) (4)


(b) (4)







Balance Sheet


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Assets


Current Assets
Cash
Debt Service Reserve/Restricted Cash
Accounts Receivable
Inventory


Total Current Assets


Non-Current Assets
Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse
Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility
Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence
Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities
Assets Contributed
Ongoing Cap Ex
Procurement Essential Medicines for Shortage - N
Accumulated Depreciation


Total Non-Current Assets


Total Assets


Liabilities and Net Worth


Current Liabilities
Accounts Payable
Short Term Debt


Current Portion -- Long Term Debt
Total Current Liabilities


Non-Current Liabilities
Long Term Debt-Senior


Subordinated Debt
Total Non-Current Liabilities


Net Worth/Stockholders Equity
Stock and Paid in Capital


Retained Earnings
Total Net Worth


Total Liabilites and Net Worth


Reconciliation


Eastman Kodak


(b) (4)







Sources and Uses


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Uses of Funds


Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse
Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility
Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence
Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities
Assets Contributed
Ongoing Cap Ex
Procurement Essential Medicines for Shortage - Not De
Project-Related Working Capital
Funding of Debt Service Reserve
Interest/Fees During Construction
Contingency


Annual Total
Total Project Cost


Sources of Funds


DFC Debt Disbursements
Other LT and Subordinated Debt Disb
New Equity Contributions


Annual Total
Total Financing


Eastman Kodak


(b) (4)







Ratio Analysis


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Liquidity Ratios
Quick Ratio


Current Ratio


Leverage Ratios
Debt/Equity


Senior Debt/Sub-debt+Equity


Cash Flow and Debt Service Coverage Statistics
Operating Cash Flow (USD)


Operating CADS/Interest+Fees
Operating CADS/Scheduled Principal
Operating CADS/Total Debt Service


Profitability Statistics
EBITDA (USD)


EBITDA (%)
Net Income (USD)


Net Income (%)


Return Statistics
Project IRR
Project NPV


Equity IRR
Equity NPV


Eastman Kodak


(b) (4)


(b) (4)
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DFC-Supported Debt







Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045


Eastman Kodak
Revenues in $000s
High Volume APIs
Number of Units sold annually Kilograms
Price per Unit (local currency)
Currency conversion (local currency per USD)
High Volume APIs Revenue in $000s


SPIR Warehousing Revenue
Number of Units sold annually Square Feet
Price per Unit (local currency)
Currency conversion (local currency per USD)
SPIR Warehousing Revenue Revenue in $000s


Reagents
Number of Units sold annually Liters
Price per Unit (local currency)
Currency conversion (local currency per USD)
Reagents Revenue in $000s


Non-Regulated KSMs
Number of Units sold annually Kilograms
Price per Unit (local currency)
Currency conversion (local currency per USD)
Non-Regulated KSMs Revenue in $000s


Low Volume APIs
Number of Units sold annually Kilograms
Price per Unit (local currency)
Currency conversion (local currency per USD)
Low Volume APIs Revenue in $000s


Cost of Goods Sold as % of Total Sales Revenue
Cost of Goods Sold in $000s


Indirect/Overhead Costs
Local Currency Costs


Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Operating Expense (local 000s) 0
Total Local Currency Cost (local 000s) 0


Conversion (local currency per USD)
Total Local currency cost in $000s 0


US Dollar Costs
Startup, Accreditation and other one-time Items
Research and Development
Direct SG&A
Corporate Functions
Research Labs Facility Costs (net of lease income) 0


Total US Dollar Costs ($000s)
Total Indirect Costs ($000s)


Operating Costs in $000s


Total Sales Revenues in $000s


(b) (4)


(b) (4)


(b) (4)







Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045


Capital Costs in $000s
Capital Expenditures (Up-front costs)


Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse


Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility


Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence


Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities


Assets Contributed
Ongoing Cap Ex


ement Essential Medicines for Shortage - Not Depreciated
00


DFC Debt Assumptions and Schedule
Anchor Date


Total Loan Amount in $000s 765,000
Base Interest Cost (%)
Interest Risk Spread (%) 0.00%


All-in Annual Interest Rate (%)
Commitment Fee (%) 0.00%
Facility/Administrative Fee (%) 0.00%
Total Loan Term (months) 300
Grace Period on Principal Repayment (months)
# of payments per year
Estimated Date of First Drawdown 07/01/20  
Estimated Date of First Principal Repayment
Estimated Maturity Date 07/01/45
Number of Principal Payments
Straight-line or Mortgage-Style?


# of principal Payments if quarterly 3
# of principal Payments if semi-annual 1


3
Outstanding Principal (Start of Year)
DFC Debt Principal Disbursements in $000s 0
DFC Debt Fees (Facility, Commitment) 0
DFC Debt Interest
DFC Debt Principal Repayments


Total DFC Debt Service
Outstanding Principal (End of Year)


Other Senior Debt -- Assumptions and Schedule
Name of Lender
Annual Interest Rate (%) 0%


Outstanding Principal (Start of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Disbursements (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Fees (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Interest 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Repayments (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0


Total Other Senior Debt Service 0 0 0 0 0 0 0 0 0 0 0 0 0
Outstanding Principal (End of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0


Name


Total Annual Capital Expenditures


(b) (4)


(b) (4)


(b) (4)


(b) (4)
(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)







Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045


Short Term Debt -- Assumptions and Schedule
Name of Lender
Annual Interest Rate (%) 0%


Outstanding Principal (Start of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Disbursements (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Fees (in $000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Interest 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Repayments (in $000) 0 0 0 0 0 0 0 0 0 0 0 0 0


Total Short Term Debt Service 0 0 0 0 0 0 0 0 0 0 0 0 0
Outstanding Principal (End of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0


Subordinated Debt -- Assumptions and Schedule
Name of Lender


Outstanding Principal (Start of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Disbursements ($000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Fees or Interest (if allowed) ($000s) 0 0 0 0 0 0 0 0 0 0 0 0 0
Principal Repayments ($000s) 0 0 0 0 0 0 0 0 0 0 0 0 0


Total Subordinated Debt Service 0 0 0 0 0 0 0 0 0 0 0 0 0
Outstanding Principal (End of Year) 0 0 0 0 0 0 0 0 0 0 0 0 0


Equity and Reconciliation of Retained Earnings
Equity (Start of Year) in $000s
New Equity Contributions in $000s
Equity (End of Year)


Retained Earnings (Start of Year)
Net Income
Dividend Payout Ratio (%)
Dividends Paid 0
Retained Earnings (End of Year)


Income Tax Assumptions
Tax Rate 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%


Depreciation/Amortization Assumptions
Year Depreciation/Amortization Begins


Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse


Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility


Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence


Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities


Assets Contributed
Ongoing Cap Ex


Total Annual Depreciation Exp.


Name


Name


(b) (4)


(b) (4)


(b) (4)


(b) (4)







Project Assumptions


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045


Working Capital and Debt Service Reserve Assumptions
Days in Receivables
Days Inventory
Days in Payables
Months Debt Service to Restricted Cash


Cost of Capital (for Net Present V poses)
Amount of DFC Debt
Amount of other Senior Debt
Amount of Sub-Debt/Equity


Total Project Capitalization


Cost of Debt
Cost of Equity
Weighted Average Cost of Capital


(b) (4)


(b) (4)







Income Statement


Calendar Year


Revenues
High Volume APIs Revenue in $000s
SPIR Warehousing Revenue Revenue in $000s
Reagents Revenue in $000s
Non-Regulated KSMs Revenue in $000s
Low Volume APIs Revenue in $000s


Gross Revenues


Cost of Product Sold


Operating Expenses
Operating Expense (local 000s)
Operating Expense (local 000s)
Operating Expense (local 000s)
Operating Expense (local 000s)
Operating Expense (local 000s)


Startup, Accreditation and other one-time Items
Research and Development


Direct SG&A
Corporate Functions


Research Labs Facility Costs (net of lease income)
Total Operating Expenses


Gross Operating Profit (EBITDA)


Depreciation Expense


EBIT


Interest & Fee Income/(Expense)


Income Taxes


Net Income


Dividends


Addition to Retained Earnings


Eastman Kodak


(b) (4)







Cash Flow Statement


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Cash Flow Statement
Sales
Change in Receivables


Cash from Sales


Cost of Goods Sold
Change in Inventory
Change in Payables/Other Curr. Liabilities


Cash Production Costs


Gross Cash Profits


Cash Operating Expenses


Cash After Operations


Taxes Paid 0


Net Cash After Operations


Capital Expenditures


Net Cash After Investing Activities


Interest & Fee Income/(Expense)
Dividends Paid 0
Short Term Debt Inflow/(Outflow) 0
LT Senior Debt Inflow/(Outflow)
Subordinated Debt Inflow/(Outflow) 0
Equity Inflow/(Outflow) 0


Net Cash After Financing Activities


Beginning Cash
Change in Cash


Cash (to)/from debt reserve 0
Ending Cash


Eastman Kodak


(b) (4)







Cash Flow Statement


Calendar Year


Debt Service Coverages/Cash Av
Operating Debt Service Coverage


Net Cash After Operations
(Operating CADS)


Net Interest & Fee Expense
Principal Payments


Total Debt Service


Operating CADS/Interest & Fee
Operating CADS/Principal
Operating CADS/Total Debt Service
Average Debt Service Coverage


Total Debt Service Coverage
Net Cash Flow
+Interest & Fee Expense
+Principal Repayment
+Dividends Paid 0


Total CADS


Interest & Fee Expense
Principal Repayment


Total Debt Service


Total CADS/Interest+Fee
Total CADS/Scheduled Principal
Total CADS/Total Debt Service
Average Debt Service Coverage


Discounted Cash Flow (DCF)/Net 
Project Value/Returns


Equity and Debt Invested 0
Net Cash After Operations


Net (Outflow)/Inflow
Weighted average cost of capital
Internal Rate of Return
Net Present Value


Equity Value/Returns
Equity Invested 0
Dividends Paid 0
Terminal Value


Net (Outflow/Inflow) 0
Cost of Equity
Internal Rate of Return
Net Present Value


Working Capital Analysis
Increase/(Decrease) in Receivables
Increase/(Decrease) in Inventory
(Increase)/Decrease in Payables


Net Working Capital Cost


(b) (4)







Balance Sheet


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Assets


Current Assets
Cash
Debt Service Reserve/Restricted Cash
Accounts Receivable
Inventory


Total Current Assets


Non-Current Assets
Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse
Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility
Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence
Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities
Assets Contributed
Ongoing Cap Ex
Procurement Essential Medicines for Shortage 
Accumulated Depreciation


Total Non-Current Assets


Total Assets


Liabilities and Net Worth


Current Liabilities
Accounts Payable
Short Term Debt


Current Portion -- Long Term Debt
Total Current Liabilities


Non-Current Liabilities
Long Term Debt-Senior


Subordinated Debt
Total Non-Current Liabilities


Net Worth/Stockholders Equity
Stock and Paid in Capital


Retained Earnings
Total Net Worth


Total Liabilites and Net Worth


Reconciliation


Eastman Kodak


(b) (4)







Sources and Uses


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Uses of Funds


Construction of SAPIR Warehouse
IT Systems for SAPIR Warehouse
Construction of Hybrid Manufacturing Facility
Equipment for Hybrid Manufacturing Facility
IT Systems for Hybrid Manufacturing Facility
Renovation of facility for Center of Excellence
Equipment for Center of Excellence
IT Systems for Center of Excellence
Renovation for reagent manufacturing facilities
Equipment for reagent manufacturing facilities
IT Systems for reagent manufacturing facilities
Assets Contributed
Ongoing Cap Ex
Procurement Essential Medicines for Shortage - Not D
Project-Related Working Capital
Funding of Debt Service Reserve
Interest/Fees During Construction
Contingency


Annual Total
Total Project Cost


Sources of Funds


DFC Debt Disbursements
Other LT and Subordinated Debt Disb
New Equity Contributions


Annual Total
Total Financing


Eastman Kodak


(b) (4)







Ratio Analysis


Calendar Year 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected


Liquidity Ratios
Quick Ratio


Current Ratio


Leverage Ratios
Debt/Equity


Senior Debt/Sub-debt+Equity


Cash Flow and Debt Service Coverage S
Operating Cash Flow (USD)


Operating CADS/Interest+Fees
Operating CADS/Scheduled Principal
Operating CADS/Total Debt Service


Profitability Statistics
EBITDA (USD)


EBITDA (%)
Net Income (USD)


Net Income (%)


Return Statistics
Project IRR
Project NPV


Equity IRR
Equity NPV


Eastman Kodak


(b) (4)
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MEDIA ADVISORY         Contact: XX 
July 27, 2020                                                               XX (email)   
           XX (phone) 
 


Kodak, DFC to Announce COVID-19 Manufacturing Initiative 
 
For Planning Purposes Only: Eastman Kodak Company (Kodak) Chairman and Chief 
Executive Officer Jim Continenza will be joined by senior government leaders to unveil a new 
manufacturing initiative with U.S. International Development Finance Corporation (DFC) in 
response to the COVID-19 pandemic.  
 
WHO:  Kodak Chairman and Chief Executive Officer Jim Continenza 


DFC CEO Adam Boehler 
  New York Governor Andrew Cuomo 
  Assistant to the President and Director of the Office of Trade and Manufacturing 


Policy Dr. Peter Navarro 
  Deputy Secretary of Defense David Norquist 
  Rear Admiral John Polowczyk  
   
WHAT:  Announcement of new manufacturing initiative 
 
WHERE: Kodak Headquarters 
  1422 Lake Ave, Rochester, NY 14615    
 
WHEN: Tuesday, July 28, 2020; XX p.m. 
 
RSVP:  Name/contact   
 
[Insert note about the social distancing/healthy safety measures that will be in practice, e.g., face 
masks required, distanced seating, etc.] 


### 








MEDIA ADVISORY    Contact: Chelsea Wagner, PR Manager, Kodak 
July 27, 2020          
                                                          
 


Kodak, DFC to Announce COVID-19 Manufacturing Initiative 
 
For Planning Purposes Only: Eastman Kodak Company (Kodak) Executive Chairman and 
Chief Executive Officer Jim Continenza will be joined by senior government leaders to unveil a 
new manufacturing initiative with U.S. International Development Finance Corporation (DFC) in 
response to the COVID-19 pandemic.  
 
WHO:  Kodak Executive Chairman and Chief Executive Officer Jim Continenza 


DFC CEO Adam Boehler 
  Assistant to the President and Director of the Office of Trade and Manufacturing 


Policy Dr. Peter Navarro 
  Deputy Secretary of Defense David Norquist 
  Rear Admiral John Polowczyk  
   
WHAT:  Announcement of new manufacturing initiative 
 
WHERE: Kodak Center 
  200 W Ridge Rd, Rochester, NY 14615    
 
WHEN: Tuesday, July 28, 2020; 5:00 p.m. 
 
RSVP:  Chelsea Wagner, PR Manager, Kodak 
 
Please note: To ensure the safety of our attendees and guests, we ask that you maintain social 
distance, wear a face covering and sit only in designated seats in the theatre. 
  


### 


(b) (6)












MEDIA ADVISORY    Contact: Chelsea Wagner, PR Manager, Kodak 
July 27, 2020          
                                                          
 


Kodak, DFC to Announce COVID-19 Manufacturing Initiative 
 
For Planning Purposes Only: Eastman Kodak Company (Kodak) Executive Chairman and 
Chief Executive Officer Jim Continenza will be joined by senior government leaders to unveil a 
new manufacturing initiative with U.S. International Development Finance Corporation (DFC) in 
response to the COVID-19 pandemic.  
 
WHO:  Kodak Executive Chairman and Chief Executive Officer Jim Continenza 


DFC CEO Adam Boehler 
  Assistant to the President and Director of the Office of Trade and Manufacturing 


Policy Dr. Peter Navarro 
  Deputy Secretary of Defense David Norquist 
  Rear Admiral John Polowczyk  
   
WHAT:  Announcement of new manufacturing initiative 
 
WHERE: Kodak Center 
  200 W Ridge Rd, Rochester, NY 14615    
 
WHEN: Tuesday, July 28, 2020; 4:00 p.m.; preset time for media cameras is 3:15 p.m.  
 
RSVP:  Chelsea Wagner, PR Manager, Kodak 
 
Please note: To ensure the safety of our attendees and guests, we ask that you maintain social 
distance, wear a face covering and sit only in designated seats in the theatre. 
  


### 


(b) (6)












MEDIA ADVISORY    Contact: Chelsea Wagner, PR Manager, Kodak 
July 27, 2020          
                                                          
 


Kodak, DFC to Announce COVID-19 Manufacturing Initiative 
 
For Planning Purposes Only: Eastman Kodak Company (Kodak) Chairman and Chief 
Executive Officer Jim Continenza will be joined by senior government leaders to unveil a new 
manufacturing initiative with U.S. International Development Finance Corporation (DFC) in 
response to the COVID-19 pandemic.  
 
WHO:  Kodak Executive Chairman and Chief Executive Officer Jim Continenza 


DFC CEO Adam Boehler 
  Assistant to the President and Director of the Office of Trade and Manufacturing 


Policy Dr. Peter Navarro 
  Deputy Secretary of Defense David Norquist 
  Rear Admiral John Polowczyk  
   
WHAT:  Announcement of new manufacturing initiative 
 
WHERE: Kodak Center 
  200 W Ridge Rd, Rochester, NY 14615    
 
WHEN: Tuesday, July 28, 2020; 5:00 p.m. 
 
RSVP:  Chelsea Wagner, PR Manager, Kodak 
 
Please note: To ensure the safety of our attendees and guests, we ask that you maintain social 
distance, wear a face covering and sit only in designated seats in the theatre. 
  


### 


(b) (6)












 
 


Establishing a U.S. Center of Excellence for Production of Key Starting 
Materials & Active Pharmaceutical Ingredients for Essential Medicines 


Executive Summary 
 


The United States imports most of its starting materials, intermediates and Active Pharmaceutical Ingredients (APIs), which are the 
main components of finished drug products.  Only 12% of these materials are manufactured within the country for the U.S. market 
today.  A variety of factors have caused this shift over several decades including labor costs, significant capital investments, and 
regulatory requirements.   


The COVID-19 pandemic highlighted the severity of the country’s dependency on non-domestic sources for the majority of its 
pharmaceuticals, which resulted in potential drug shortages.  It is critical to realign the current supply chain to guarantee a strong 
stockpile of treatments during the current pandemic and to minimize the country’s dependence on foreign sources for future needs. 
This realignment could be accomplished by expanding the country’s domestic manufacturing capabilities to produce a strong and 
dependable supply of critical pharmaceutical materials in the United States.   


Kodak’s well-established Specialty Chemicals business is in Eastman Business Park in Rochester, New York, a 1,200-acre industrial 
park, which includes 13 miles of rail, a 117-megawatt powerplant, and its own wastewater facility. By expanding its current facilities, the 
company is well-positioned to serve as a strong manufacturing hub in the U.S.  


In fact, Kodak is uniquely positioned to address this gap in a US based supply chain for key starting materials (KSMs) and APIs: 
 Existing infrastructure at Eastman Business Park includes chemical manufacturing buildings, handling systems  


           for chemicals & waste streams, and utilities which avoids a significant amount of cost to establish a U.S. Center of Excellence for  
           Production of Key Starting Materials & Active Pharmaceutical Ingredients for Essential Medicines. 


 This infrastructure means Kodak will start manufacture of unregulated KSMs immediately. 


 Kodak manufacturing of fine chemicals has a history of more than 100 years and the current Specialty Chemicals team has more 
than two decades of experience. 


 Kodak will contribute buildings & other assets resulting in cost avoidance worth


 


(b) (4)







Kodak proposes to mitigate the risks associated with offshore pharmaceutical manufacturing by applying the following principles:  


 Secure the upstream supply chain – focus on specialized equipment that would enable the production of key starting materials 
in the U.S., reducing the country’s dependence on raw materials from foreign sources, especially for Essential Medicines of 
Strategic National Importance. 


 Reduce production costs— incorporate advanced manufacturing technologies, including continuous platforms and processes, 
in order to enable the long-term, sustainable production of starting materials, intermediates and APIs that improve yields, reduce 
waste, and reduce production costs. 


 Formulate a public-private partnership – collaborate with the Federal Government and its partners to select products aimed at 
improving health outcomes and managing disruptions that may occur due to trade, natural disaster or public health threats. 


 


Using these principles, Kodak proposes to establish a U.S. Center of Excellence for Production of Key Starting Materials & Active 
Pharmaceutical Ingredients for Essential Medicines with four main components:  


1. Supply Chain Partner for Key Starting Materials (Table 1: CLIN1, CLIN 2)– work with the Federal Government and its 
partners to determine key starting materials of strategic national importance for API manufacturing to ensure long-term supply 
chain resiliency. Kodak will begin by procuring and producing starting materials needed to support API production used in 
COVID-19 finished medicine products. This initiative includes manufacturing bulk intermediates as well as compounds for 
COVID-19 related treatments, and as supporting the development of a reserve of KSMs in preparation for future surges and 
shortages. For the long-term, Kodak will incorporate new technologies, which involve hazardous and specialized manufacturing 
capabilities (e.g. nitration and hydrogenation) utilizing continuous manufacturing technology. This will enable the production of 
more starting materials and intermediates within the U.S. 
 


2. KSM & API Manufacturing Facility (Table 1: CLIN 3, CLIN 4) — leverage existing infrastructure, including updating a Specialty 
Chemicals building to create an advanced hybrid manufacturing facility that combines existing batch manufacturing equipment 
with new continuous manufacturing processes. This upgraded facility will have the capacity to manufacture up to  metric tons 
of API per week. Kodak proposes to construct a Strategic Active Pharmaceutical Ingredient Reserve (SAPIR) Facility that will 
benefit the nation by providing an insurance policy against potential interruptions in the U.S. API supply chain used for Essential 
Medicines.  
 


3. KSM & API R&D Center of Excellence (Table 1: CLIN 5) – leveraging existing expertise, upgrade Kodak’s Research & 
Development (R&D) facility and focus on innovation and improvement of continuous manufacturing solutions to support essential 
medicine manufacturing for the United States.  


(b) 
(4)







 
4. Reagent manufacturing facility (Table 1: CLIN 6)- upgrade existing laboratories for diagnostic testing, to include Good 


Laboratory Practice (GLP) manufacture of chemical based bulk reagents required for diagnostic production as well as, long term, 
an assay research and development capabilities. 
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Timeline & Spend Profile1 


 
1 $  program management, contract management, GMP consulting has not been allocated in this profile. 


2025
WBS Task Budget 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3


1 Procurement and Storage of KSMs for Essential Medicines in Shortage
1.1 Procurement of KSMs
1.2 Storage of KSMs


2
Establish U.S.-Based Production of KSMs for Essential Medicines in 
Shortage


2.1 Development of KSM manufacturing processes
2.2 Manufacture of KSMs (304)
3 Establish Strategic API Ingredient Reserve (SAPIR) Facility


3.1 Construction of new storage facilities
3.2 Procurement of new equipment
3.3 Establish compliant materials handeling systems


4
Establish U.S-Based Advanced Manufacturing Capability for KSMs and 
APIs


4.1 Retrofit of Building 303 for cGMP Manufacturing
4.2 Construction of new cGMP Hybrid - CM Manufacturing 
4.3 Validation of new facility
4.4 Manufacture of API (Startup cost)
4.5 Construction of Starting Material Facility #1 (hydrogenation)
4.6 Construction of Starting Material Facility #2 (nitration)
47 Manufacture of KSMs from new facilities


5
Establish a Center of Excellence for Continuous Manufacturing and 
Testing of KSMs and APIs


5.1 Renovation of existing manufacturing facilities
5.2 Purchase of essential equipment
5.3 Commissioning of CoE
5.5 Process Development- outsourced (15 Compounds)
5.4 Transfer of continuous KSM manufacturing processes
5.6 Process Development CoE
6 Establish a Diagnostic Reagent Manufacturing Facility


6.1 Renovation of existing manufacturing facilities
6.2 Procurement of new equipment
6.3 Establish compliant manufacturing and testing systems
6.4 Manufacture of diagnostic reagents
6.5 Storage of diagnostic reagents


Total


2020 2021 2022 2023 2024


(b) (4)(b) (4)


(b) (4)







                                                                                                              


Why Kodak? 


 Kodak offers pharmaceutical manufacturers a unique combination of skills and resources needed to quickly commence 
production and distribution of products that meet the highest standards: a well-established culture of innovation, extensive ready-
now infrastructure and deep experience in intricate manufacturing and supply chain management.   


 Kodak, founded in 1888 and operating publicly for over 117 years, is an iconic American company with a globally recognized 
brand, and is viewed as one of the most innovative companies in the areas of material sciences and chemistry. As an American 
company that has participated in bringing about technological innovations that have changed the way Americans live, Kodak 
wants to do its part to strengthen the U.S. supply chain for the pharmaceutical industry to ensure the American population can 
remain protected and healthy. 


 Kodak’s Eastman Business Park is located on a 1,200-acre campus with 16 million square feet of manufacturing, lab, warehouse 
and office space. To support pharmaceutical manufacturing and distribution, the Park offers built-in, cost-efficient utilities 
(including an on-site 117 MW power plant and access to a 2,400 gallon-per-minute de-mineralized water supply); convenient 
access to transportation (including 13 miles of rail track within the Park and close proximity to the interstate highway system and 
an international airport). This infrastructure allows Kodak to have speed to market as well as competitive labor and capital costs.  
Lastly, Kodak is one of the few companies that has a fully integrated infrastructure to take a new product from lab scale to 
production pilot to full manufacturing all within the same organization. 


 Kodak currently employs hundreds of people in within Specialty Chemicals business ranging from chemists and engineers to 
technicians and chemical operators. Most of these employees have over 20 years of experience. In addition, the Greater 
Rochester region is well-known for its superior academic institutions and workforce development programs. Today, more than 
2,100 people in the area currently work within the pharmaceutical industry.  


 Kodak’s century of science has resulted in more than 20,000 U.S. patents ranging from roll films to the invention of the digital 
camera, inkjet pigmented inks, and process-free digital plates. In addition to its well-known film business, the Company has over 


(b) (4)







the decades adapted its fundamental expertise in material science and chemistry to participate in a variety of industries, 
including organic chemicals manufacturing, clinical diagnostics, space imaging and printing and publishing. In the area of digital 
printing, Kodak has extensive experience with digital printing on a wide range of packaging applications for pharmaceuticals. 


 Kodak also has world renowned expertise in both manufacturing, logistics and supply chain management.  


 Kodak continues its commitment to research and development, with recent innovations including silver-based antimicrobial 
coatings, engineered micro-particle technology, and high-resolution functional printing used to print elements of touch screens, 
antennas, sensors and more including security measures for pharmaceutical packaging (e.g.  RFID, Embedded Data, etc.).   


 With the entrepreneurial passion and agility of a startup and the institutional knowledge and infrastructure of a giant, Kodak is 
prepared to be an invaluable partner for America’s pharmaceutical industry.  


 


 Summary  


Kodak will increase production of critical starting materials, intermediates and APIs in the U.S. with the establishment of the upgraded 
facility, equipment and processes. In partnership with the U.S. Government, Kodak can immediately begin to procure and manufacture 
starting materials that are in critical need for COVID-19 treatments and the Strategic National Stockpile. With the upgrades to its facility 
and necessary supply agreements, Kodak is prepared to serve as a secure and dependable supplier of critical materials for the 
pharmaceutical sector in order to meet the long-term national security needs of the country.   
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 Term Sheet  
 


This term sheet is provided for discussion purposes only so as to develop a framework understanding of 
the proposed transaction.  The term sheet has not been approved by DFC and does not indicate a 
commitment by any party or by any US government agency to participate in this transaction.  The terms 
and conditions of this transaction are not limited to those set forth herein.  Matters that are not covered by 
the provisions hereof are subject to the approval and agreement of the parties. 


 
 


1. Project ID: DFC/DPA/[_________] 
  
2. Lender: United States International Development Finance Corporation (“DFC”). 
  
3. Borrower:   Kodak Pharmaceuticals, Inc., a corporation organized and existing under the laws of Delaware 


(the “Borrower”). 
  
4. Project: The proceeds of the Loan will be used to finance (a) construction of a new manufacturing facility; 


(b) renovation of an existing manufacturing facility for the manufacturing and testing of Key 
Starting Materials (“KSMs”) and Active Pharmaceutical Ingredients (“APIs”); (c) procurement 
and storage of KSMs; (d) construction of new API storage facility and procurement of equipment; 
(e) construction of diagnostic reagent manufacturing facility; (f) development of KSM 
manufacturing processes in Rochester, New York; (g) associated development and FDA 
qualification costs; (f) working capital for the manufacture and storage of KSMs and APIs; and 
(g) interest and principal payments on the Loan during the development period (the “Project”). 


  
5. Commitment 


Amount: 
Principal amount not to exceed $765,000,000 (the “Commitment”, and the loan in relation 
thereto, the “Loan”).  The Loan shall not exceed the amount of the Commitment.   


  
6. Loan Term and 


Repayment: 
Thirteen and one-half (13½) years from the date of the first Disbursement (the “Term”).  The 
Term consists of (a) a grace period of three and one-half (3½) years, beginning on the date of the 
first Disbursement (the “Grace Period”) during which no principal payments will be made, 
followed by (b) a principal repayment period during which the Loan shall be repaid in 
approximately equal installments on Principal Repayment Dates, commencing on the first 
Principal Repayment Date to occur following the expiration of the Grace Period and ending on 
the date that is ten (10) years after the expiration of the Grace Period (the “Maturity Date”); and 
(c) a balloon payment on the Maturity Date equal to the unpaid part of the principal, plus any 
interest and other fees then remaining due.  An amortization period of twenty-five (25) years will 
be used to calculate the interest and principal repayments during the Term and the balloon 
payment due on the Maturity Date.  DFC will commit to refinance the amount due on the Maturity 
Date on terms to be defined in the Finance Agreement. 
 
Any Loan amounts repaid or prepaid cannot be reborrowed. 


  
7. Interest Rate: 2% plus the DFC Cost of Funds, expressed as a rate per annum (such sum, the “Interest Rate”).  
  
8. Total Project 


Costs: 
 (b) (4)







 


 
      2 


 


  
9. Maximum 


Leverage: 
The Loan and any other debt associated with the Project shall not exceed 80% of Total Project 
Costs. 


  
10. Base Equity 


Requirement: 
Not less than 20% of Total Project Costs, which shall be contributed in real estate or other assets 
(machinery and equipment) acceptable to DFC as equity in the project. 
 
All base equity contributions shall be required to be made, and perfected as collateral by DFC, as 
a condition to the first Disbursement. 


  
11. Commitment 


Period: 
A period beginning on the date of the Finance Agreement and ending on the earlier of (x) the fifth 
(5th) anniversary of the date of the Finance Agreement; (y) the Commercial Operations Date; or 
(z) the first date on which Disbursements in an aggregate amount equal to the Commitment have 
been made (the “Commitment Period”). 


  
12. Disbursements: During the Commitment Period, the Borrower may request disbursements of the Loan (each, a 


“Disbursement”) in accordance with the following terms and conditions:   
 
(a) The Borrower shall deliver a Disbursement Request in the form attached to the Finance 


Agreement not fewer than ten (10) business days before the date of the Disbursement.   
 


(b) On or prior to the date of the Disbursement Request, DFC shall have received satisfactory 
evidence that each condition precedent applicable to the Disbursement has been satisfied or 
waived.   


 
(c) There shall be no more than one (1) Disbursement in each fiscal quarter and no more than 


four (4) total Disbursements.   
 


(d) Each Disbursement shall be in an amount of not less than , and not greater than 
   


  
13. Principal 


Repayment Dates: 
Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Principal Repayment 
Dates”). 
 


14. Interest Payment 
Dates: 


Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Interest Payment 
Dates”). 


  
15. Payment of 


Interest: 
The Borrower shall pay interest accrued at the Interest Rate on the outstanding principal balance 
of each Note in arrears on each Interest Payment Date to occur following the first Disbursement; 
provided, that if the Interest Payment Date immediately following any Disbursement occurs 
within fifteen (15) business days after such Disbursement, the Borrower shall make its first 
interest payment under the related Note on the second Interest Payment Date following such 
Disbursement. 


  
16. Default Interest: If the Borrower fails to pay when due any amount due to DFC under any Financing Document, 


interest shall accrue on such unpaid amount at the rate of (a) with respect to amounts due under a 
Note, two percent (2.0%) per annum over and above the Interest Rate specified in the Note, and 
(b) with respect to any other amounts due, two percent (2.0%) per annum above the highest 
Interest Rate set forth in any Note then outstanding. 


  
17. Key Person 


Requirements: 
At all times from and after the first Closing Date until January 1, 2025, each Key Person shall 
dedicate a significant amount of their time to the management of the Borrower. 


(b) (4)
(b) (4)
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18. Voluntary 


Prepayment: 
At any time following the last day of the Commitment Period, upon not fewer than five (5) 
business days’ prior notice to DFC, the Borrower may prepay the Loan in whole or in part, 
together with the payment to DFC of (a) interest accrued to the date of prepayment on the portion 
of the principal amount of each Note that is to be prepaid in the case of a prepayment on an 
Interest Payment Date or a prepayment in whole, and (b) a premium calculated as a percentage 
of the Loan amount prepaid as follows: 
 
Year following expiration of Commitment Period: Prepayment Premium: 
 Year 1  3% 
 Year 2  2% 
 Year 3  1% 
 Year 4 and thereafter  None 
 
All voluntary prepayments shall be applied to principal installments in the inverse order of 
maturity and shall be applied pro rata across outstanding Notes. 


  
19. Mandatory 


Prepayment:  
The Borrower shall apply the following amounts in prepayment of the Loan within five (5) 
business days following receipt thereof: 


 
(a) expropriation proceeds;  
(b) casualty proceeds above a threshold amount to be agreed; 
(c) casualty proceeds falling within threshold amounts to be agreed that are not applied or 


committed to the repair or replacement of assets insured thereby within one hundred eighty 
(180) days after receipt by the Borrower; 


(d) the net proceeds of any sale of any asset (other than any capital asset that is replaced with a 
capital asset of equal or greater value and sales of products); and 


(e) any performance liquidated damages, termination payments or other similar damages or 
indemnity payments under or in connection with the Project Documents (but excluding delay 
liquidated damages, availability liquidated damages, and similar revenue replacement 
damages) that are applied or committed to the construction or development of assets for the 
Project within one hundred eighty (180) days after receipt by the Borrower. 
  


All mandatory prepayments shall be applied to outstanding Notes as determined in the Finance 
Agreement.  No prepayment premium shall be due on mandatory prepayments. 


  
20. Commitment Fee: A commitment fee equal to one-quarter of one percent (0.25%) per annum on the undisbursed 


and uncancelled amount of the Commitment, accruing on a daily basis for each day of the 
Commitment Period, is to be paid to DFC in arrears on each Interest Payment Date and on the 
last day of the Commitment Period. 


  
21. Cancellation Fee:  The Borrower may cancel any part of the undisbursed Commitment at any time upon payment of 


a cancellation fee equal to one percent (1%) of the amount cancelled (the “Cancellation Fee”), 
provided, that the Borrower demonstrates to DFC’s satisfaction that there are sufficient funds 
available to construct and operate the Project.  Except as otherwise provided in the Finance 
Agreement, any part of the Commitment not disbursed at the end of the Commitment Period or 
terminated for any reason shall be deemed to have been cancelled and the Cancellation Fee shall 
apply.  


  
22. Maintenance Fee: The Borrower shall pay to DFC a maintenance fee in the amount of $20,000 per year, which fee 


shall be payable on the first anniversary of the Interest Payment Date immediately following the 
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date of the initial Disbursement, and on each subsequent anniversary thereof for so long as any 
portion of the Loan remains outstanding.   


  
23. Taxes: All sums payable by the Borrower under the Finance Agreement or other Financing Documents 


shall be paid in full.  If the Borrower is required by applicable law to deduct any taxes from or to 
withhold any taxes in respect of any amount payable to DFC under the Finance Agreement or 
under any Financing Document, then the Borrower shall pay such additional amount as may be 
necessary so that the actual amount received by DFC after such deductions or withholdings equals 
the full amount stated to be payable under the Financing Documents. 


  
24. Payments of or 


Reimbursement 
of Expenses: 


DFC may retain such advisors and legal counsel, as determined by DFC in its sole discretion to 
be necessary from time to time at any time, until the Loan is indefeasibly repaid in full.  


Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and 
expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s 
reasonable and documented out-of-pocket costs and expenses incurred, in each case, in 
connection with the negotiation, preparation, execution, delivery of and Disbursements under the 
Financing Documents, including fees, costs, and expenses associated with (a) communications 
and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, 
authentication, registration, and recordation of any of the Financing Documents, (d) preparation 
of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original 
Transaction Documents (where necessary or advisable for the preservation or enforcement of 
DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction 
Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and 
closing set for each Disbursement, and (g) termination of the Transaction Documents and all 
Liens created pursuant to the Security Documents. 


The Borrower shall also pay the documented fees, costs and expenses of such advisors and legal 
counsel, and pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, 
in each case, in connection with (i) any amendment, waiver, consent or other modification of the 
Financing Documents and (ii) preserving in full force and effect, or enforcing its rights under, 
any Financing Document. 


25. Project 
Documents: 


The following documents will be referred to as the Project Documents: 
  
(a) All contracts relating to the design and construction of the Project exceeding a value of 


$100,000,000; 
(b) all contracts for the lease of equipment or facilities for the Project exceeding a value of 


$25,000,000; and 
(c) any other documents designated as such by DFC and the Borrower.  


  
26. Financing 


Documents: 
The terms and conditions of the Loan shall be set forth in a definitive finance agreement, between 
DFC and the Borrower (the “Finance Agreement”).  
 
The following documents will be referred to as the Financing Documents: 
 
(a) the Finance Agreement; 
(b) each Note; 
(c) the Equity Contribution Agreement among the Direct Owner, the Sponsor, the Borrower, 


and DFC (the “Equity Contribution Agreement”); 
(d) the Security Documents; 
(e) the direct agreements with Project Document counterparties; and 
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(f) any other documents designated as such by DFC and the Borrower. 
 


The Financing Documents will require, among other key provisions:  
 
(a) submission to jurisdiction of New York courts and appointment of an agent for or consent to 


service of process;  
(b) designation of New York law as the governing law of the Financing Documents (other than 


certain of the Security Documents) and the designation of New York law, the laws of the 
state or any other jurisdiction where any secured asset is located, as DFC shall determine, as 
the governing law of the Security Documents; and 


(c) indemnity by the Borrower of DFC and its directors, officers, employees, and agents 
covering any losses of such persons as set forth in the Finance Agreement. 


  
27. Security; Security 


Documents: 
The Borrower’s obligations to DFC shall be secured by a perfected, registered, recorded, valid 
and enforceable, first priority Lien on (i) all of the Borrower’s assets, of whatever kind and nature, 
whether tangible or intangible, and wherever situated, both now owned and hereafter acquired, 
including all accounts receivable, inventory, general intangibles, equipment, real and personal 
property, accounts, rights under all project agreements, and in the proceeds thereof, and (ii) all 
share capital in the Borrower held by the Direct Owner. 
 
The following documents will be referred to as the Security Documents: 
 
(a) the Security Agreement;  
(b) the Stock Pledge Agreement; and 
(c) any other documents designated as such by DFC and the Borrower. 


  
28. Conditions 


Precedent to First 
Disbursement: 


The conditions precedent shall be fulfilled on or prior to the date of the first Disbursement 
Request. 
 
Conditions precedent to the first Disbursement will be customary for a transaction similar in 
nature, and shall include, inter alia, the following conditions: 


 
(a) DFC shall have completed to its satisfaction its due diligence investigation of the Borrower, 


the Direct Owner, the Beneficial Owners, the Project, and all other matters relating thereto, 
and shall have completed on-site due diligence of the Borrower's business and the Site, and 
the results of such investigations and on-site due diligence shall be satisfactory to DFC;  


(b) execution and delivery of definitive Transaction Documents in form and substance 
satisfactory to DFC;   


(c) all base equity contributions shall have been made as set out in Section 10, and after giving 
effect to the Disbursement, the Borrower’s debt-to-equity ratio will not exceed four to one; 


(d) all governmental and third party permits, licenses and consents for the Project then required 
to be in full force and effect shall have been obtained and shall be in full force and effect 
unless waived by DFC; 


(e) all Security Documents shall have been properly perfected, filed and registered or recorded 
in any jurisdiction where perfection, filing and registration or recordation is required, as 
applicable, and all liens or pledges in favor of DFC shall have been properly registered in 
favor of DFC; 


(f) DFC shall have received satisfactory legal opinions from legal counsel acceptable to DFC; 
(g) the Borrower, the Direct Owner, the Sponsor, and the counterparties to key Project 


Documents (to be agreed) shall have irrevocably appointed an agent for service of process 
(or have consented to service of process at their respective U.S. addresses, if applicable) until 
the Maturity Date plus six (6) months and paid the fees of such agent in full, if applicable; 
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(h) DFC shall have received a final financial model for the Project, dated as of the date of the 
first Disbursement, which shall be satisfactory to DFC in form and substance;   


(i) DFC shall have received a final construction budget and construction schedule and a form of 
operating budget, each of which shall be satisfactory to DFC in form and substance; 


(j) DFC shall have received a final report, in form and substance satisfactory to DFC, of each 
Advisor; and 


(k) DFC shall have received the Borrower’s marketing plan, which shall be in form and 
substance satisfactory to DFC (the “Marketing Plan”). 


  
29. Conditions 


Precedent to Each 
Disbursement: 


The conditions precedent shall be fulfilled on or prior to the date of the Disbursement Request. 
 
Conditions precedent to each Disbursement (including the first Disbursement) will be customary 
for a transaction similar in nature, and shall include, inter alia, the following conditions: 
 
(a) all representations and warranties under the Financing Documents shall be true and correct in 


all material respects; 
(b) there shall be no default or event of default in existence at the time of or after giving effect to 


the Disbursement; 
(c) no material adverse effect (to be defined in the Finance Agreement) shall have occurred and 


be continuing;1 
(d) all fees and expenses payable by the Borrower shall have been paid in full; 
(e) base equity contributions shall have been made as set out in Section 10, and after giving effect 


to such Disbursement, the Borrower’s debt-to-equity ratio will not exceed four-to-one; and 
(f) DFC shall have received such progress documentation concerning the Project as the parties 


shall agree in the Finance Agreement. 
  


30. Financial Ratio 
Covenants: 


The following financial ratio covenants to be maintained by the Borrower to monitor ongoing 
financial performance: 
 
(a) maintain, as of the end of each fiscal quarter following the third (3rd) anniversary of the 


Commercial Operations Date, a Historical Debt Service Coverage Ratio of not less than 1.15 
to 1; and 


(b) maintain, as of the end of each fiscal quarter following the third (3rd) anniversary of the 
Commercial Operations Date, a Prospective Debt Service Coverage Ratio of not less than 
1.25 to 1. 


  
31. Reporting 


Requirements: 
The Borrower shall comply with reporting requirements customary to a transaction similar in 
nature, including, inter alia: 
 
(a) within 45 days after the end of each fiscal quarter, provide financial statements of the 


Borrower, the Direct Owner, and the Sponsor, prepared in English in accordance with the 
Accounting Standards; 


(b) within 90 days after the end of each fiscal year, provide audited financial statements of the 
Borrower, the Direct Owner, and the Sponsor, prepared in English in accordance with the 
Accounting Standards; 


(c) within 45 days after the end of each fiscal quarter, provide a report summarizing all related 
party transactions during the preceding fiscal quarter; 


 
1  The Finance Agreement will address the treatment of the Loan if a material adverse effect permanently prevents complete funding 


of the Commitment. 
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(d) the Borrower shall notify DFC promptly, and in no event later than 30 days, after any material 
deviation from the Marketing Plan occurs, together with a report on its proposed measures 
to address any such deviation; 


(e) within 15 days after the end of each fiscal quarter during the construction period, provide a 
report on the progress and construction of the Project;   


(f) within 45 days after the end of each fiscal quarter during the operating period (90 days after 
the end of a fiscal year), provide a report on the operations of the Project;  


(g) within 30 days prior to the beginning of the fiscal year, provide a draft annual operating 
budget; and 


(h) within six (6) months after the last Disbursement, provide a certificate setting forth in 
reasonable detail the project costs to which the proceeds of the final Disbursement were 
applied; and 


(i) not later than June 30 of each year, beginning on the first June 30 to occur following the first 
anniversary of the date of the first Disbursement, the DPA Outcomes Survey. 


  
32. Restricted 


Payments: 
 


The Borrower shall not make any Restricted Payment unless, after giving effect to such Restricted 
Payment, each of the following conditions is satisfied: 
 
(a) Project Completion has occurred; 
(b) the Borrower has paid at least one (1) principal installment of the Loan in full and on time 


from revenues generated by the sale of products produced from the Project; 
(c) no default or event of default has occurred and is continuing or will occur after giving effect 


to such Restricted Payment; 
(d) as of the end of the two most recently completed fiscal quarters, the Borrower’s (i) Historical 


Debt Service Coverage Ratio was not less than 1.15 to 1; and (ii) Prospective Debt Service 
Coverage Ratio was not less than 1.25 to 1; 


(e) the DSR Account has been funded to the DSR Requirement; and 
(f) such Restricted Payment will be made on a date that is no less than thirty (30) days following 


any Payment Date. 
  


33. Reserve Account: The Borrower shall establish a debt service reserve account (the “DSR Account”) in New York.  
The initial DSR Account balance shall be funded in an amount not less than the then-current DSR 
Requirement (as defined below) as a condition to the making of any Restricted Payment.   


  
34. DPA and Project-


Specific Policy 
Requirements: 


The Borrower shall represent and warrant that:  
 
(a) the proceeds of the Loan will be used in accordance with the purposes set forth in the EO and 


Section 302 of the Act, and the Project will (A) support the production or supply of an 
industrial resource, critical technology item, or material that is essential to the national 
defense; and (B) create, maintain, protect, expand, or restore domestic industrial base 
capabilities supporting the national response and recovery to the COVID-19 Outbreak or the 
resiliency of any relevant Domestic Supply Chains; and  


(b) financing for the Project is not otherwise available from private sources on reasonable terms. 
  


35. DFC Statutory 
and Policy 
Requirements: 


The Borrower shall make the representations and warranties set out in Part B (Representations 
and Warranties) of Schedule Z (DFC Statutory and Policy Requirements). 
 
The Borrower shall comply with the covenants set out in Part C (Covenants) of Schedule Z (DFC 
Statutory and Policy Requirements). 
 
The event described in Part D (Event of Default) of Schedule Z (DFC Statutory and Policy 
Requirements) shall be an event of default. 
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36. Sponsor: Eastman Kodak Company.   


  
37. Direct Owner: Eastman Kodak Company. 


 
The Direct Owner holds the direct legal and beneficial title to the Borrower’s capital stock in the 
percentage amount set forth next to its name in  of Schedule 1 (Direct Owner) hereto.   


  
38. Beneficial 


Owners: 
The Beneficial Owners hold the indirect legal and beneficial title to the Borrower’s capital stock 
as described in the Direct Owner’s proxy statement and other filings filed with the U.S. Securities 
and Exchange Commission. To Direct Owner’s knowledge, such information is true and correct 
in all material respects. 


  
39. Change of 


Ownership and 
Share Transfer 
Restrictions: 


The following will be events of default in the Finance Agreement:  
 
(a) Any Beneficial Owner is or is owned or controlled by one or more Persons that are (A) 


included in any OFAC List or (B) otherwise the subject or target of Sanctions. 
 
(b) Any Beneficial Ten Percent Owner is or is owned or controlled by one or more Persons that 


are (A) included in any OFAC List or (B) otherwise the subject or target of Sanctions. 
 


 
(c) Any Person, other than the Beneficial Ten Percent Owners set forth in Part I or Part II of 


Schedule 1 (Capitalization) or a “group” including such Beneficial Ten Percent Owners, 
obtains direct or indirect Control of the Borrower without the prior written consent of DFC. 
 


(d) A foreign government or group of foreign governments, or any Person that is Controlled by 
a foreign government or by a group of foreign governments, Controls the Borrower.   


 
In addition, the Equity Contribution Agreement will include, without limitation, (i) base equity 
contribution undertakings, customary subordination provisions subordinating all amounts owing 
by the Borrower to the Direct Owner (including in connection with any shareholder loans from 
the Direct Owner to the Borrower) to all amounts owing by the Borrower to DFC, restrictions on 
payments to the Direct Owner and its Affiliates other than as expressly permitted under the 
Finance Agreement, customary representations and warranties, information (including financial) 
and reporting covenants, and (ii) provisions, to be agreed in the definitive documentation, 
intended to ensure that the Borrower is owned by persons with sufficient financial and technical 
resources.   


  
40. Selected 


Definitions: 
“Accounting Standards” means GAAP, consistently applied.  
 
“Act” means the Defense Production Act, 50 U.S.C. § 4501 et seq. 
 
“Affiliate” means, with respect to any Person, (a) any other Person that is directly or indirectly 
Controlled by, under common Control with, or Controlling such Person; (b) any officer or 
director of such Person; or (c) any spouse or relative of such Person. 
 
“Applicable Law” means, with respect to a given Person on a given date, any constitution, 
statute, law, rule, regulation, ordinance, judgment, order, decree, Consent of a Governmental 
Authority, or any published directive, guideline, requirement or other governmental restriction 
that has the force of law, or any determination by, or interpretation of any of the foregoing by, 
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any judicial authority, that is binding on such Person whether in effect as of the date hereof or 
as of any date thereafter. 
 
“Beneficial Owner” means each Person that holds, directly or indirectly, any ownership interest, 
including any voting or economic interest, in the Borrower, excluding any such interest held 
through a Qualified Public Company or a Qualified Investment Fund. 
 
“Beneficial Ten Percent Owner” means each Person that holds, directly or indirectly, ten percent 
(10%) or more of the ownership interest, including any voting or economic interest, in the 
Borrower, excluding any such interest held through a Qualified Public Company or a Qualified 
Investment Fund. 
 
“Cash Flow” of the Borrower, for any period, means the amount resulting from (a) its net income 
for such period, plus (b) all interest expense, any expense for any fees, and depreciation, 
amortization, deferred income taxes, and other non-cash expenses for such period (but only to the 
extent deducted in determining net income), minus (c) the amount of net increase or net decrease 
in working capital between the first day of such period and the last day of such period, minus (d) 
any capital expenditure incurred in such period for repair or replacement of a capital asset. 
 
“Commercial Operations Date” means the date on which the last aspect of the Project to be 
completed achieves “substantial completion” or such similar expression pursuant to the terms of 
the Project Document relating such aspect of the Project. 
 
“Consent” means any registration, declaration, filing, consent, license, right, approval, 
authorization, or permit.  
 
“Control” means possession, directly or indirectly, of power to direct or cause the direction of 
management or policies, whether through ownership of securities or partnership or other 
ownership interests, by contract, or otherwise, of any Person and, in any event, possession, 
directly or indirectly, of more than 50% of the voting or economic interest in any Person. 
 
“COVID-19 Outbreak” means the outbreak in the United States of COVID-19 (the disease caused 
by the novel coronavirus known as SARS-CoV-2) described in the EO. 
 
“Debt Service”, for any period, means the sum of all payments of principal, interest, and fees 
made or required to be made by the Borrower in respect of its Indebtedness during such period. 
 
“DFC Cost of Funds” means the per annum, fixed rate of interest determined prior to a 
Disbursement in accordance with the monthly average “U.S. Treasury Constant Maturity Yields” 
for the previous calendar month as published in statistical release H.15 (519) of the Board of 
Governors of the Federal Reserve System, or, if not published as of one (1) business day prior to 
the relevant Closing Date, as calculated by DFC using historical data available for such month, 
taking into account for purposes of such determination (a) the Maturity Date and (b) the following 
constant maturities: (i) the 5-year rate in the case of a final maturity date that is at least 1 year but 
less than 5 years after the date of such Disbursement; (ii) the 7-year rate in the case of a final 
maturity date that is at least 5 years but less than 7 years after the date of such Disbursement; (iii) 
the 10-year rate in the case of a final maturity date that is at least 7 years but less than 10 years 
after the date of such Disbursement; and (iv) the 20-year rate in the case of a final maturity date 
that is at least 10 years but not longer than 20 years after the date of such Disbursement. 
 
“Domestic Supply Chain” means any industrial supply chain within the United States and its 
territories. 
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“DSR Requirement” means, for any date, an aggregate Dollar amount equal to the aggregate 
amount of Debt Service with respect to all Long-Term Indebtedness for the immediately 
succeeding six-month period. 
 
“EO” means Executive Order No. 13922 issued on May 14, 2020. 
 
“Equity Contributions” means, either, as the context requires: (a) the proceeds of any 
subscription for Borrower shares; and (b) the proceeds of any subordinated shareholder loan 
(whether made or deemed to be made in accordance with the Financing Documents). 
 
“GAAP” means generally accepted accounting principles in the United States of America (as 
amended, supplemented or re-issued from time to time), applied on a consistent basis both as to 
classification of items and amounts. 
 
“Guaranty” means, with respect to any Person (the “guaranteeing person”), any obligation of the 
guaranteeing person guaranteeing or having the economic effect of guaranteeing any 
Indebtedness (the “primary obligation”) of any other Person (the “primary obligor”) in any 
manner, whether directly or indirectly, including, without limitation, any obligation of the 
guaranteeing person, whether or not contingent, (A) to purchase or pay (or advance or supply 
funds for the purchase or payment of) any such primary obligation or to purchase (or advance or 
supply funds for the purchase of) any security for the payment thereof, (B) to purchase or lease 
property, securities, or services for the purpose of assuring the owner of such primary obligation 
of the payment therefor, (C) to maintain working capital, equity capital, or any other financial 
statement condition or liability of the primary obligor so as to enable the primary obligor to pay 
such primary obligation, or (D) as an account party in respect of any letter of credit or letter of 
guaranty issued to support such primary obligation; provided, however, that the term Guaranty 
shall not include endorsements of instruments for deposit or collection in the ordinary course of 
business. 
 
“Hedge Agreement” means any interest rate swap agreement, interest rate cap agreement, interest 
rate collar agreement, interest rate insurance, currency swap agreement, currency option, futures 
contract, forward contract or any other similar agreement or arrangement with respect to interest 
rates and currency exchange rates, currencies, commodities or indices or to the hedging of assets 
or liabilities. 
 
“Historical Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the most recently completed four (4) consecutive full fiscal quarters, taken as a single 
accounting period.  
 
“Indebtedness” of any Person means, without duplication, (a) all obligations of such Person for 
borrowed money or with respect to deposits or advances of any kind; (b) all obligations of such 
Person evidenced by bonds, debentures, notes or similar instruments; (c) all obligations of such 
Person upon which interest charges are customarily paid; (d) all obligations of such Person under 
conditional sale or other title-retention agreements relating to property acquired by such Person; 
(e) all obligations of such Person in respect of the deferred purchase price of property or services; 
(f) all Indebtedness of others secured by (or for which the holder of such Indebtedness has an 
existing right, contingent or otherwise, to be secured by) any Lien on property owned or acquired 
by such Person, whether or not the Indebtedness secured thereby has been assumed; (g) all 
Guaranties by such Person of Indebtedness of others; (h) all obligations of such Person under any 
lease of property, real or personal, the obligations of the lessee in respect of which are required 
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in accordance with the Accounting Principles to be capitalized on the balance sheet of the lessee; 
(i) all obligations of such Person in respect of any exchange-traded or over-the-counter derivative 
transaction; (j) the currently available amount of all letters of credit issued for the account of such 
Person and, without duplication, all outstanding reimbursement obligations with respect thereto; 
and (k) all obligations of such Person, contingent or otherwise, under trade or bankers’ 
acceptances.  The Indebtedness of any Person shall include the Indebtedness of any other entity 
(including any partnership in which such Person is a general partner) to the extent such Person is 
liable therefor as a result of such Person’s ownership interest in or other relationship with such 
entity, except to the extent the terms of such Indebtedness provide that such Person is not liable 
therefor. 
 
“Key Person” means James V. Continenza. 
 
“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, 
the final maturity of which, by its terms or by the terms of any agreement related to it, falls due 
more than one year after the date of its incurrence. 


“Note” means any promissory note issued by the Borrower pursuant to the Finance Agreement.  
 
“Person” means an individual, a legal entity, including, a partnership, a joint venture, a 
corporation, a trust, and an unincorporated organization, and a government or any department or 
agency thereof.  
 
“Project Completion” means the fulfillment of the following conditions to the satisfaction of 
DFC. 
 
Physical Completion 
 


(a) the Commercial Operations Date has occurred; 


(b) each of the applicable acceptance tests under the Project Documents has 
been completed and approved by the Borrower and the Independent Engineer;  


(c) additional physical completion conditions to be detailed in the Finance 
Agreement; 


Financial Completion 


(d) additional financial completion conditions to be detailed in the Finance 
Agreement;  


Legal Completion 


(e) all Consents then required to be obtained for the operation of the Project 
have been obtained; 


(f) no fines or penalties are outstanding against the Borrower under any 
Project Document; 


(g) there are no outstanding claims by subcontractors and suppliers in 
respect of the construction of the Project or any part thereof (other than claims being contested in 







 


 
      12 


 


good faith and with respect to which the Borrower has made adequate reserves in accordance with 
the Accounting Standards); 


(h) the Borrower is in compliance with the insurance requirements set forth 
in the Finance Agreement; 


(i) the Site, facilities and equipment constituting the Project have been 
developed, constructed and become operational in accordance with Applicable Law, including all 
Applicable Laws regarding the environment, health and safety, and social performance; 


(j) DFC has received a certificate of the Independent Engineer confirming 
that each of the requirements set forth in paragraphs (a) through (b) above have been satisfied; 
and 


(k) DFC has received a certificate of the Borrower certifying that each of the 
requirements set forth in paragraphs (a) through (j) above has been satisfied. 


“Prospective Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the next succeeding four (4) consecutive full fiscal quarters. 
 
“Qualified Investment Fund” means an investment fund which has delivered a letter to DFC, in 
form and substance satisfactory to DFC, in relation to its anti-money laundering and know your 
customer due diligence policies and procedures. 
 
“Qualified Public Company” means a company whose shares are listed on a recognized national 
securities exchange in the United States. 
 
“Reserve Accounts” means the DSR Account. 
 
“Reserve Requirements” means the DSR Requirement. 
 
“Restricted Payment” means (a) any dividend or other distribution by the Borrower (in cash, 
property, or obligations) on, or other payment or distribution on account of, or the setting apart 
of money for a sinking or other analogous fund for, or the purchase, redemption, retirement, or 
other acquisition of, any portion of any ownership interest in the Borrower or of any warrants, 
options, or other rights to acquire any such ownership interest; (b) any payment, purchase, or 
retirement or other acquisition of any debt (whether or not subordinated) owed by the Borrower 
to the Direct Owner, Sponsor or any Affiliate thereof (including any deposit or similar payment 
made to secure any such debt or financial obligation); and (c) any payment of development, 
management or operation fees by the Borrower to any Affiliate of the Borrower. 
 
“Site” means the portion of Eastman Business Park in Rochester, New York on which the 
buildings and other assets constituting the base equity contributions are situated. 
 
“Transaction Documents” means the Financing Documents and the Project Documents. 
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SCHEDULE 1 
 


DIRECT OWNER 
 
 


Name of Direct 
Owner 


Type of Entity / 
Individual 


State or Country of 
Incorporation / 


Nationality 


% Direct Ownership 
of Borrower 


Eastman Kodak 
Company 


Corporation New Jersey 100% 


 
 







 


 


SCHEDULE Z 


DFC STATUTORY AND POLICY REQUIREMENTS 
 


PART A. DEFINITIONS. 


“Anti-Money Laundering Laws” means (a) the Bank Secrecy Act of 1970, Pub. L. No. 91-508, 84 Stat. 1114 
to 1124 (codified as amended in scattered sections of 12 U.S.C., 15 U.S.C., and 31 U.S.C.) as amended by, inter alia, 
the USA PATRIOT Act of 2001, Pub. L. No. 107-56 (codified as amended in scattered sections of the U.S.C.), (b) the 
Money Laundering Control Act of 1986, 18 U.S.C. §§ 1956 and 1957, and (c) any other law, regulation, order, decree 
or directive of any relevant jurisdiction having the force of law and relating to anti-money laundering.  


 
“Corrupt Practices Laws” means (a) the Foreign Corrupt Practices Act of 1977, 15 U.S.C. § 78dd-1 et seq., 


as amended, and (b) any other Applicable Law relating to bribery, corruption, kick-backs, or similar business 
practices. 


 
“Inverted Domestic Corporation” means an entity formed outside of the U.S. which is treated as an inverted 


domestic corporation under Section 835(b) of the Homeland Security Act of 2002, 6 U.S.C. § 395(b). 
 
“OFAC” means the Office of Foreign Assets Control of the U.S. Department of the Treasury, which 


administers and enforces economic and trade sanctions based on U.S. foreign policy and national security goals 
against targeted individuals, organizations, and foreign countries and regimes. 


 
“OFAC Lists” means the Specially Designated Nationals and Blocked Persons List and any other lists 


administered or enforced by OFAC, including but not limited to the Sectoral Sanctions Identifications List, the 
Foreign Sanctions Evaders List, the Palestinian Legislative Council List, and the List of Foreign Financial Institutions 
Subject to Correspondent Account or Payable-Through Account Sanctions, in each case as published by OFAC from 
time to time. 


 
“Official” means (a) an employee, officer, or representative of, or any person otherwise acting in an official 


capacity for or on behalf of a Governmental Authority, (b) any person exercising executive, legislative, judicial, 
regulatory or administrative functions of or pertaining to any Governmental Authority, (c) a candidate for political 
office, (d) an individual who holds any other official, ceremonial, or other appointed or inherited position with a 
government or any of its agencies, or (e) an officer or employee of a public international organization. 


 
“Prohibited Payment” means the giving or making by any Person (such Person, the “Payor”) of any offer, 


gift, payment, promise to pay or authorization of the payment of any money or anything of value, directly or 
indirectly, to or for the use or benefit of any Official (including to or for the use or benefit of any other Person if the 
Payor knows, or has reasonable grounds for believing, that the other Person would use such offer, gift, payment, 
promise or authorization of payment for the benefit of any such Official), for the purpose of influencing any act or 
decision or omission of any Official in order to obtain, retain or direct business to, or to secure any improper benefit 
or advantage for, the Borrower or the Project, or any other Person; provided that any such offer, gift, payment, 
promise or authorization of payment shall not be considered a Prohibited Payment if it is expressly permitted by 
written Applicable Law. 


 
“Sanctioned Territory” means any country or territory that is the subject or target of Sanctions. 
 
“Sanctions” means any economic or financial sanctions, or trade embargoes or restrictive measures, 


implemented, administered or enforced by OFAC, the U.S. Department of State or the U.S. Department of 
Commerce, including through rules, regulations or directives, and any U.S. Executive Orders imposing economic or 
financial sanctions on any individuals, entities or foreign countries or regimes. 
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“Subsidiary Of An Inverted Domestic Corporation” means an entity that is more than fifty percent (50%) 
owned (a) directly by an Inverted Domestic Corporation, or (b) through another entity that is more than fifty percent 
(50%) owned by an Inverted Domestic Corporation. 


 
PART B. REPRESENTATIONS AND WARRANTIES. 


The Borrower represents and warrants to DFC that: 
 
(a) The Borrower and its officers, directors, employees, and agents have complied with applicable Corrupt 


Practices Laws in obtaining all Consents in respect of the Borrower’s business and the Project and have conducted and are 
conducting the Project and the Borrower’s business in compliance with applicable Corrupt Practices Laws.  The Borrower’s 
internal management, compliance policies and procedures, and accounting practices and controls are sufficient to (i) provide 
reasonable assurances of compliance with applicable Corrupt Practices Laws and the prevention of Prohibited Payments 
and (ii) ensure that the Borrower does not provide material or financial support for terrorism, drug trafficking, or human 
trafficking, or order or otherwise direct serious or gross violations of human rights. Neither the Borrower nor any Person 
acting on behalf of the Borrower has made any Prohibited Payment.  


(b) The Borrower and each entity owned or controlled by the Borrower is in compliance with the applicable 
requirements of (1) the Anti-Money Laundering Laws, (2) Sanctions, and (3) all other applicable export control, anti-boycott 
and sanctions laws relating to its business and facilities. 


(c) The Borrower has not, nor has any Direct Owner or Beneficial Owner, taken or knowingly agreed to take 
actions within the past three (3) years, which demonstrate or otherwise evidence intent to comply with, further, or support 
any boycott in violation of Section 1773(a) of the Export Control Reform Act of 2018, 58 U.S.C. § 4842(a) (subtitle B of 
title XVII of Public Law 115–232). 


(d) None of the Borrower, its directors, members of its senior management, its subsidiaries (if any), any of the 
Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or 
representatives, is a Person that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise 
the subject or target of Sanctions. 


(e) No event has occurred and no condition exists that is likely to result in the debarment or suspension of the 
Borrower from contracting with the U.S. Government or any agency or instrumentality thereof, and the Borrower is not 
now and has not been subject to any such debarment or suspension. 


(f) The Borrower is not an Inverted Domestic Corporation nor is it a Subsidiary Of An Inverted Domestic 
Corporation. 


PART C. COVENANTS. 


(a) The Borrower shall comply with and conduct its business in compliance with the applicable requirements 
of (a) all Corrupt Practices Laws, (b) the Anti-Money Laundering Laws, (c) Sanctions, and (d) all other applicable export 
control, anti-boycott and sanctions laws relating to its business and facilities. 


(b) The Borrower shall maintain internal management, compliance policies and procedures, and accounting 
practices and controls that are sufficient to (i) provide reasonable assurances of compliance with applicable Corrupt 
Practices Laws and the prevention of Prohibited Payments, and (ii) ensure that the Borrower does not provide material or 
financial support for terrorism, drug trafficking, or human trafficking, or order or otherwise direct serious or gross violations 
of human rights.   


(c) None of the Borrower, its directors, members of its senior management, any of the Direct Owners or the 
Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, shall be a Person 
that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise the subject or target of 
Sanctions. 
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(d) The Borrower shall not, and shall ensure that none of its directors, officers, employees, Affiliates, agents, 
or Persons acting on its behalf will, directly or indirectly, use, lend, make payments of, contribute or otherwise make 
available, all or any part of proceeds of the Loan to fund any trade, business, or other activities (i) involving or for the 
benefit of any Person included in any OFAC List or otherwise the subject or target of Sanctions, (ii) in any country or 
territory that is a Sanctioned Territory, or (iii) that could result in any Person (including DFC) being in breach of Sanctions, 
becoming included in any OFAC List, or otherwise becoming the subject or target of Sanctions. 


(e) Neither the Borrower nor any Person acting on behalf of the Borrower shall make any Prohibited Payment. 


(f) The Borrower shall not use the proceeds of the Loan in a manner or for a purpose that would violate 
applicable Corrupt Practices Laws. 


(g) The Borrower shall not use the proceeds of the Loan to directly or indirectly pay for any activity designed 
to support or defeat the enactment of legislation, appropriations or regulations proposed or pending before any legislative 
body other than technical or factual presentations related to the Borrower’s business or the Project in response to a 
documented request made by a member of that legislative body. 


(h) The Borrower shall not use the proceeds of the Loan to: (a) pay for the performance of abortions as a method 
of family planning; (b) motivate or coerce any person to practice abortions; (c) pay for the performance of involuntary 
sterilizations as a method of family planning; (d) coerce or provide any financial incentive to any person to undergo 
sterilizations; or (e) pay for any biomedical research which relates, in whole or in part, to methods of, or the performance 
of, abortions or involuntary sterilization as a means of family planning. 


PART D. EVENTS OF DEFAULT. 


(a) The Borrower fails to comply with any covenant or provision set forth in Part C (Covenants) of this 
Schedule Z. 





		DFC may retain such advisors, including the Advisors and legal counsel, as determined by DFC in its sole discretion to be necessary from time to time at any time, until the Loan is indefeasibly repaid in full. 

		Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s reasonable and documented out-of-pocket costs and expenses incurred, in each case, in connection with the negotiation, preparation, execution, delivery of and Disbursements under the Financing Documents, including fees, costs, and expenses associated with (a) communications and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, authentication, registration, and recordation of any of the Financing Documents, (d) preparation of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original Transaction Documents (where necessary or advisable for the preservation or enforcement of DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and closing set for each Disbursement, and (g) termination of the Transaction Documents and all Liens created pursuant to the Security Documents.

		The Borrower shall also pay the documented fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, in each case, in connection with (i) any amendment, waiver, consent or other modification of the Financing Documents and (ii) preserving in full force and effect, or enforcing its rights under, any Financing Document.

		“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, the final maturity of which, by its terms or by the terms of any agreement related to it, falls due more than one year after the date of its incurrence.

		(a) the Commercial Operations Date has occurred;

		(b) each of the applicable acceptance tests under the Project Documents has been completed and approved by the Borrower and the Independent Engineer; 

		(c) additional physical completion conditions to be detailed in the Finance Agreement;

		(d) additional financial completion conditions to be detailed in the Finance Agreement; 

		(e) all Consents then required to be obtained for the operation of the Project have been obtained;

		(f) no fines or penalties are outstanding against the Borrower under any Project Document;

		(g) there are no outstanding claims by subcontractors and suppliers in respect of the construction of the Project or any part thereof (other than claims being contested in good faith and with respect to which the Borrower has made adequate reserves in accordance with the Accounting Standards);

		(h) the Borrower is in compliance with the insurance requirements set forth in the Finance Agreement;

		(i) the Site, facilities and equipment constituting the Project have been developed, constructed and become operational in accordance with Applicable Law, including all Applicable Laws regarding the environment, health and safety, and social performance;

		(j) DFC has received a certificate of the Independent Engineer confirming that each of the requirements set forth in paragraphs (a) through (b) above have been satisfied; and

		(k) DFC has received a certificate of the Borrower certifying that each of the requirements set forth in paragraphs (a) through (j) above has been satisfied.].
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		(b) The Borrower and each entity owned or controlled by the Borrower is in compliance with the applicable requirements of (1) the Anti-Money Laundering Laws, (2) Sanctions, and (3) all other applicable export control, anti-boycott and sanctions laws r...

		(c) The Borrower has not, nor has any Direct Owner or Beneficial Owner, taken or knowingly agreed to take actions within the past three (3) years, which demonstrate or otherwise evidence intent to comply with, further, or support any boycott in violat...

		(d) None of the Borrower, its directors, members of its senior management, its subsidiaries (if any), any of the Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, is a Person ...

		(e) No event has occurred and no condition exists that is likely to result in the debarment or suspension of the Borrower from contracting with the U.S. Government or any agency or instrumentality thereof, and the Borrower is not now and has not been ...

		(f) The Borrower is not an Inverted Domestic Corporation nor is it a Subsidiary Of An Inverted Domestic Corporation.
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		(a) The Borrower shall comply with and conduct its business in compliance with the applicable requirements of (a) all Corrupt Practices Laws, (b) the Anti-Money Laundering Laws, (c) Sanctions, and (d) all other applicable export control, anti-boycott ...

		(b) The Borrower shall maintain internal management, compliance policies and procedures, and accounting practices and controls that are sufficient to (i) provide reasonable assurances of compliance with applicable Corrupt Practices Laws and the preven...

		(c) None of the Borrower, its directors, members of its senior management, any of the Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, shall be a Person that is, or is owned ...

		(d) The Borrower shall not, and shall ensure that none of its directors, officers, employees, Affiliates, agents, or Persons acting on its behalf will, directly or indirectly, use, lend, make payments of, contribute or otherwise make available, all or...

		(e) Neither the Borrower nor any Person acting on behalf of the Borrower shall make any Prohibited Payment.

		(f) The Borrower shall not use the proceeds of the Loan in a manner or for a purpose that would violate applicable Corrupt Practices Laws.

		(g) The Borrower shall not use the proceeds of the Loan to directly or indirectly pay for any activity designed to support or defeat the enactment of legislation, appropriations or regulations proposed or pending before any legislative body other than...

		(h) The Borrower shall not use the proceeds of the Loan to: (a) pay for the performance of abortions as a method of family planning; (b) motivate or coerce any person to practice abortions; (c) pay for the performance of involuntary sterilizations as ...
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		(a) The Borrower fails to comply with any covenant or provision set forth in Part C (Covenants) of this Schedule Z.














DRAFT 
EKC Comments 


7/27/2020 
 
 


Kodak Pharmaceuticals, Inc. 
 


Kodak – API/KSM Manufacturer – US 
 


 Term Sheet  
 


This term sheet is provided for discussion purposes only so as to develop a framework understanding of 
the proposed transaction.  The term sheet has not been approved by DFC and does not indicate a 
commitment by any party or by any US government agency to participate in this transaction.  The terms 
and conditions of this transaction are not limited to those set forth herein.  Matters that are not covered by 
the provisions hereof are subject to the approval and agreement of the parties. 


 
 


1. Project ID: DFC/DPA/[_________] 
  
2. Lender: United States International Development Finance Corporation (“DFC”). 
  
3. Borrower:   Kodak Pharmaceuticals, Inc., a corporation organized and existing under the laws of Delaware 


(the “Borrower”). 
  
4. Project: The proceeds of the Loan will be used to finance (a) construction of a new manufacturing facility; 


(b) renovation of an existing manufacturing facility for the manufacturing and testing of Key 
Starting Materials (“KSMs”) and Active Pharmaceutical Ingredients (“APIs”); (c) procurement 
and storage of KSMs; (d) construction of new API storage facility and procurement of equipment; 
(e) construction of diagnostic reagent manufacturing facility; (f) development of KSM 
manufacturing processes in Rochester, New York; (g) associated development and FDA 
qualification costs; (f) working capital for the manufacture and storage of KSMs and APIs; and 
(g) interest and principal payments on the Loan during the development period (the “Project”). 


  
5. Commitment 


Amount: 
Principal amount not to exceed $765,000,000 (the “Commitment”, and the loan in relation 
thereto, the “Loan”).  The Loan shall not exceed the amount of the Commitment.   


  
6. Loan Term and 


Repayment: 
Thirteen and one-half (13½) years from the date of the first Disbursement (the “Term”).  The 
Term consists of (a) a grace period of three and one-half (3½) years, beginning on the date of the 
first Disbursement (the “Grace Period”) during which no principal payments will be made, 
followed by (b) a principal repayment period during which the Loan shall be repaid in 
approximately equal installments on Principal Repayment Dates, commencing on the first 
Principal Repayment Date to occur following the expiration of the Grace Period and ending on 
the date that is ten (10) years after the expiration of the Grace Period (the “Maturity Date”); and 
(c) a balloon payment on the Maturity Date equal to the unpaid part of the principal, plus any 
interest and other fees then remaining due.  An amortization period of twenty-five (25) years will 
be used to calculate the interest and principal repayments during the Term and the balloon 
payment due on the Maturity Date.  DFC will commit to refinance the amount due on the Maturity 
Date on terms to be defined in the Finance Agreement. 
 
Any Loan amounts repaid or prepaid cannot be reborrowed. 


  
7. Interest Rate: 2% plus the DFC Cost of Funds, expressed as a rate per annum (such sum, the “Interest Rate”).  
  
8. Total Project 


Costs: 
(b) (4)
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9. Maximum 


Leverage: 
The Loan and any other debt associated with the Project shall not exceed 80% of Total Project 
Costs. 


  
10. Base Equity 


Requirement: 
Not less than 20% of Total Project Costs, which shall be contributed in real estate or other assets 
(machinery and equipment) acceptable to DFC as equity in the project. 
 
All base equity contributions shall be required to be made, and perfected as collateral by DFC, as 
a condition to the first Disbursement. 


  
11. Commitment 


Period: 
A period beginning on the date of the Finance Agreement and ending on the earlier of (x) the fifth 
(5th) anniversary of the date of the Finance Agreement; (y) the Commercial Operations Date; or 
(z) the first date on which Disbursements in an aggregate amount equal to the Commitment have 
been made (the “Commitment Period”). 


  
12. Disbursements: During the Commitment Period, the Borrower may request disbursements of the Loan (each, a 


“Disbursement”) in accordance with the following terms and conditions:   
 
(a) The Borrower shall deliver a Disbursement Request in the form attached to the Finance 


Agreement not fewer than ten (10) business days before the date of the Disbursement.   
 


(b) On or prior to the date of the Disbursement Request, DFC shall have received satisfactory 
evidence that each condition precedent applicable to the Disbursement has been satisfied or 
waived.   


 
(c) There shall be no more than one (1) Disbursement in each fiscal quarter and no more than 


four (4) total Disbursements.   
 


(d) Each Disbursement shall be in an amount of not less than  and not greater than 
   


  
13. Principal 


Repayment Dates: 
Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Principal Repayment 
Dates”). 
 


14. Interest Payment 
Dates: 


Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Interest Payment 
Dates”). 


  
15. Payment of 


Interest: 
The Borrower shall pay interest accrued at the Interest Rate on the outstanding principal balance 
of each Note in arrears on each Interest Payment Date to occur following the first Disbursement; 
provided, that if the Interest Payment Date immediately following any Disbursement occurs 
within fifteen (15) business days after such Disbursement, the Borrower shall make its first 
interest payment under the related Note on the second Interest Payment Date following such 
Disbursement. 


  
16. Default Interest: If the Borrower fails to pay when due any amount due to DFC under any Financing Document, 


interest shall accrue on such unpaid amount at the rate of (a) with respect to amounts due under a 
Note, two percent (2.0%) per annum over and above the Interest Rate specified in the Note, and 
(b) with respect to any other amounts due, two percent (2.0%) per annum above the highest 
Interest Rate set forth in any Note then outstanding. 


  
17. Key Person 


Requirements: 
At all times from and after the first Closing Date until January 1, 2025, each Key Person shall 
dedicate a significant amount of their time to the management of the Borrower. 


(b) (4)
(b) (4)
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18. Voluntary 


Prepayment: 
At any time following the last day of the Commitment Period, upon not fewer than five (5) 
business days’ prior notice to DFC, the Borrower may prepay the Loan in whole or in part, 
together with the payment to DFC of (a) interest accrued to the date of prepayment on the portion 
of the principal amount of each Note that is to be prepaid in the case of a prepayment on an 
Interest Payment Date or a prepayment in whole, and (b) a premium calculated as a percentage 
of the Loan amount prepaid as follows: 
 
Year following expiration of Commitment Period: Prepayment Premium: 
 Year 1  3% 
 Year 2  2% 
 Year 3  1% 
 Year 4 and thereafter  None 
 
All voluntary prepayments shall be applied to principal installments in the inverse order of 
maturity and shall be applied pro rata across outstanding Notes. 


  
19. Mandatory 


Prepayment:  
The Borrower shall apply the following amounts in prepayment of the Loan within five (5) 
business days following receipt thereof: 


 
(a) expropriation proceeds;  
(b) casualty proceeds above a threshold amount to be agreed; 
(c) casualty proceeds falling within threshold amounts to be agreed that are not applied or 


committed to the repair or replacement of assets insured thereby within one hundred eighty 
(180) days after receipt by the Borrower; 


(d) the net proceeds of any sale of any asset (other than any capital asset that is replaced with a 
capital asset of equal or greater value and sales of products); and 


(e) any performance liquidated damages, termination payments or other similar damages or 
indemnity payments under or in connection with the Project Documents (but excluding delay 
liquidated damages, availability liquidated damages, and similar revenue replacement 
damages) that are applied or committed to the construction or development of assets for the 
Project within one hundred eighty (180) days after receipt by the Borrower. 
  


All mandatory prepayments shall be applied to outstanding Notes as determined in the Finance 
Agreement.  No prepayment premium shall be due on mandatory prepayments. 


  
20. Commitment Fee: A commitment fee equal to one-quarter of one percent (0.25%) per annum on the undisbursed 


and uncancelled amount of the Commitment, accruing on a daily basis for each day of the 
Commitment Period, is to be paid to DFC in arrears on each Interest Payment Date and on the 
last day of the Commitment Period. 


  
21. Cancellation Fee:  The Borrower may cancel any part of the undisbursed Commitment at any time upon payment of 


a cancellation fee equal to one percent (1%) of the amount cancelled (the “Cancellation Fee”), 
provided, that the Borrower demonstrates to DFC’s satisfaction that there are sufficient funds 
available to construct and operate the Project.  Except as otherwise provided in the Finance 
Agreement, any part of the Commitment not disbursed at the end of the Commitment Period or 
terminated for any reason shall be deemed to have been cancelled and the Cancellation Fee shall 
apply.  


  
22. Maintenance Fee: The Borrower shall pay to DFC a maintenance fee in the amount of $20,000 per year, which fee 


shall be payable on the first anniversary of the Interest Payment Date immediately following the 
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date of the initial Disbursement, and on each subsequent anniversary thereof for so long as any 
portion of the Loan remains outstanding.   


  
23. Taxes: All sums payable by the Borrower under the Finance Agreement or other Financing Documents 


shall be paid in full.  If the Borrower is required by applicable law to deduct any taxes from or to 
withhold any taxes in respect of any amount payable to DFC under the Finance Agreement or 
under any Financing Document, then the Borrower shall pay such additional amount as may be 
necessary so that the actual amount received by DFC after such deductions or withholdings equals 
the full amount stated to be payable under the Financing Documents. 


  
24. Payments of or 


Reimbursement 
of Expenses: 


DFC may retain such advisors and legal counsel, as determined by DFC in its sole discretion to 
be necessary from time to time at any time, until the Loan is indefeasibly repaid in full.  


Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and 
expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s 
reasonable and documented out-of-pocket costs and expenses incurred, in each case, in 
connection with the negotiation, preparation, execution, delivery of and Disbursements under the 
Financing Documents, including fees, costs, and expenses associated with (a) communications 
and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, 
authentication, registration, and recordation of any of the Financing Documents, (d) preparation 
of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original 
Transaction Documents (where necessary or advisable for the preservation or enforcement of 
DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction 
Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and 
closing set for each Disbursement, and (g) termination of the Transaction Documents and all 
Liens created pursuant to the Security Documents. 


The Borrower shall also pay the documented fees, costs and expenses of such advisors and legal 
counsel, and pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, 
in each case, in connection with (i) any amendment, waiver, consent or other modification of the 
Financing Documents and (ii) preserving in full force and effect, or enforcing its rights under, 
any Financing Document. 


25. Project 
Documents: 


The following documents will be referred to as the Project Documents: 
  
(a) All contracts relating to the design and construction of the Project exceeding a value of 


$100,000,000; 
(b) all contracts for the lease of equipment or facilities for the Project exceeding a value of 


$25,000,000; and 
(c) any other documents designated as such by DFC and the Borrower.  


  
26. Financing 


Documents: 
The terms and conditions of the Loan shall be set forth in a definitive finance agreement, between 
DFC and the Borrower (the “Finance Agreement”).  
 
The following documents will be referred to as the Financing Documents: 
 
(a) the Finance Agreement; 
(b) each Note; 
(c) the Equity Contribution Agreement among the Direct Owner, the Sponsor, the Borrower, 


and DFC (the “Equity Contribution Agreement”); 
(d) the Security Documents; 
(e) the direct agreements with Project Document counterparties; and 
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(f) any other documents designated as such by DFC and the Borrower. 
 


The Financing Documents will require, among other key provisions:  
 
(a) submission to jurisdiction of New York courts and appointment of an agent for or consent to 


service of process;  
(b) designation of New York law as the governing law of the Financing Documents (other than 


certain of the Security Documents) and the designation of New York law, the laws of the 
state or any other jurisdiction where any secured asset is located, as DFC shall determine, as 
the governing law of the Security Documents; and 


(c) indemnity by the Borrower of DFC and its directors, officers, employees, and agents 
covering any losses of such persons as set forth in the Finance Agreement. 


  
27. Security; Security 


Documents: 
The Borrower’s obligations to DFC shall be secured by a perfected, registered, recorded, valid 
and enforceable, first priority Lien on (i) all of the Borrower’s assets, of whatever kind and nature, 
whether tangible or intangible, and wherever situated, both now owned and hereafter acquired, 
including all accounts receivable, inventory, general intangibles, equipment, real and personal 
property, accounts, rights under all project agreements, and in the proceeds thereof, and (ii) all 
share capital in the Borrower held by the Direct Owner. 
 
The following documents will be referred to as the Security Documents: 
 
(a) the Security Agreement;  
(b) the Stock Pledge Agreement; and 
(c) any other documents designated as such by DFC and the Borrower. 


  
28. Conditions 


Precedent to First 
Disbursement: 


The conditions precedent shall be fulfilled on or prior to the date of the first Disbursement 
Request. 
 
Conditions precedent to the first Disbursement will be customary for a transaction similar in 
nature, and shall include, inter alia, the following conditions: 


 
(a) DFC shall have completed to its satisfaction its due diligence investigation of the Borrower, 


the Direct Owner, the Beneficial Owners, the Project, and all other matters relating thereto, 
and shall have completed on-site due diligence of the Borrower's business and the Site, and 
the results of such investigations and on-site due diligence shall be satisfactory to DFC;  


(b) execution and delivery of definitive Transaction Documents in form and substance 
satisfactory to DFC;   


(c) all base equity contributions shall have been made as set out in Section 10, and after giving 
effect to the Disbursement, the Borrower’s debt-to-equity ratio will not exceed four to one; 


(d) all governmental and third party permits, licenses and consents for the Project then required 
to be in full force and effect shall have been obtained and shall be in full force and effect 
unless waived by DFC; 


(e) all Security Documents shall have been properly perfected, filed and registered or recorded 
in any jurisdiction where perfection, filing and registration or recordation is required, as 
applicable, and all liens or pledges in favor of DFC shall have been properly registered in 
favor of DFC; 


(f) DFC shall have received satisfactory legal opinions from legal counsel acceptable to DFC; 
(g) the Borrower, the Direct Owner, the Sponsor, and the counterparties to key Project 


Documents (to be agreed) shall have irrevocably appointed an agent for service of process 
(or have consented to service of process at their respective U.S. addresses, if applicable) until 
the Maturity Date plus six (6) months and paid the fees of such agent in full, if applicable; 
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(h) DFC shall have received a final financial model for the Project, dated as of the date of the 
first Disbursement, which shall be satisfactory to DFC in form and substance;   


(i) DFC shall have received a final construction budget and construction schedule and a form of 
operating budget, each of which shall be satisfactory to DFC in form and substance; 


(j) DFC shall have received a final report, in form and substance satisfactory to DFC, of each 
Advisor; and 


(k) DFC shall have received the Borrower’s marketing plan, which shall be in form and 
substance satisfactory to DFC (the “Marketing Plan”). 


  
29. Conditions 


Precedent to Each 
Disbursement: 


The conditions precedent shall be fulfilled on or prior to the date of the Disbursement Request. 
 
Conditions precedent to each Disbursement (including the first Disbursement) will be customary 
for a transaction similar in nature, and shall include, inter alia, the following conditions: 
 
(a) all representations and warranties under the Financing Documents shall be true and correct in 


all material respects; 
(b) there shall be no default or event of default in existence at the time of or after giving effect to 


the Disbursement; 
(c) no material adverse effect (to be defined in the Finance Agreement) shall have occurred and 


be continuing;1 
(d) all fees and expenses payable by the Borrower shall have been paid in full; 
(e) base equity contributions shall have been made as set out in Section 10, and after giving effect 


to such Disbursement, the Borrower’s debt-to-equity ratio will not exceed four-to-one; and 
(f) DFC shall have received such progress documentation concerning the Project as the parties 


shall agree in the Finance Agreement. 
  


30. Financial Ratio 
Covenants: 


The following financial ratio covenants to be maintained by the Borrower to monitor ongoing 
financial performance: 
 
(a) maintain, as of the end of each fiscal quarter following the third (3rd) anniversary of the 


Commercial Operations Date, a Historical Debt Service Coverage Ratio of not less than 1.15 
to 1; and 


(b) maintain, as of the end of each fiscal quarter following the third (3rd) anniversary of the 
Commercial Operations Date, a Prospective Debt Service Coverage Ratio of not less than 
1.25 to 1. 


  
31. Reporting 


Requirements: 
The Borrower shall comply with reporting requirements customary to a transaction similar in 
nature, including, inter alia: 
 
(a) within 45 days after the end of each fiscal quarter, provide financial statements of the 


Borrower, the Direct Owner, and the Sponsor, prepared in English in accordance with the 
Accounting Standards; 


(b) within 90 days after the end of each fiscal year, provide audited financial statements of the 
Borrower, the Direct Owner, and the Sponsor, prepared in English in accordance with the 
Accounting Standards; 


(c) within 45 days after the end of each fiscal quarter, provide a report summarizing all related 
party transactions during the preceding fiscal quarter; 


 
1  The Finance Agreement will address the treatment of the Loan if a material adverse effect permanently prevents complete funding 


of the Commitment. 
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(d) the Borrower shall notify DFC promptly, and in no event later than 30 days, after any material 
deviation from the Marketing Plan occurs, together with a report on its proposed measures 
to address any such deviation; 


(e) within 15 days after the end of each fiscal quarter during the construction period, provide a 
report on the progress and construction of the Project;   


(f) within 45 days after the end of each fiscal quarter during the operating period (90 days after 
the end of a fiscal year), provide a report on the operations of the Project;  


(g) within 30 days prior to the beginning of the fiscal year, provide a draft annual operating 
budget; and 


(h) within six (6) months after the last Disbursement, provide a certificate setting forth in 
reasonable detail the project costs to which the proceeds of the final Disbursement were 
applied; and 


(i) not later than June 30 of each year, beginning on the first June 30 to occur following the first 
anniversary of the date of the first Disbursement, the DPA Outcomes Survey. 


  
32. Restricted 


Payments: 
 


The Borrower shall not make any Restricted Payment unless, after giving effect to such Restricted 
Payment, each of the following conditions is satisfied: 
 
(a) Project Completion has occurred; 
(b) the Borrower has paid at least one (1) principal installment of the Loan in full and on time 


from revenues generated by the sale of products produced from the Project; 
(c) no default or event of default has occurred and is continuing or will occur after giving effect 


to such Restricted Payment; 
(d) as of the end of the two most recently completed fiscal quarters, the Borrower’s (i) Historical 


Debt Service Coverage Ratio was not less than 1.15 to 1; and (ii) Prospective Debt Service 
Coverage Ratio was not less than 1.25 to 1; 


(e) the DSR Account has been funded to the DSR Requirement; and 
(f) such Restricted Payment will be made on a date that is no less than thirty (30) days following 


any Payment Date. 
  


33. Reserve Account: The Borrower shall establish a debt service reserve account (the “DSR Account”) in New York.  
The initial DSR Account balance shall be funded in an amount not less than the then-current DSR 
Requirement (as defined below) as a condition to the making of any Restricted Payment.   


  
34. DPA and Project-


Specific Policy 
Requirements: 


The Borrower shall represent and warrant that:  
 
(a) the proceeds of the Loan will be used in accordance with the purposes set forth in the EO and 


Section 302 of the Act, and the Project will (A) support the production or supply of an 
industrial resource, critical technology item, or material that is essential to the national 
defense; and (B) create, maintain, protect, expand, or restore domestic industrial base 
capabilities supporting the national response and recovery to the COVID-19 Outbreak or the 
resiliency of any relevant Domestic Supply Chains; and  


(b) financing for the Project is not otherwise available from private sources on reasonable terms. 
  


35. DFC Statutory 
and Policy 
Requirements: 


The Borrower shall make the representations and warranties set out in Part B (Representations 
and Warranties) of Schedule Z (DFC Statutory and Policy Requirements). 
 
The Borrower shall comply with the covenants set out in Part C (Covenants) of Schedule Z (DFC 
Statutory and Policy Requirements). 
 
The event described in Part D (Event of Default) of Schedule Z (DFC Statutory and Policy 
Requirements) shall be an event of default. 
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36. Sponsor: Eastman Kodak Company.   


  
37. Direct Owner: Eastman Kodak Company. 


 
The Direct Owner holds the direct legal and beneficial title to the Borrower’s capital stock in the 
percentage amount set forth next to its name in  of Schedule 1 (Direct Owner) hereto.   


  
38. Beneficial 


Owners: 
The Beneficial Owners hold the indirect legal and beneficial title to the Borrower’s capital stock 
as described in the Direct Owner’s proxy statement and other filings filed with the U.S. Securities 
and Exchange Commission. To Direct Owner’s knowledge, such information is true and correct 
in all material respects. 


  
39. Change of 


Ownership and 
Share Transfer 
Restrictions: 


The following will be events of default in the Finance Agreement:  
 
(a) Any Beneficial Owner is or is owned or controlled by one or more Persons that are (A) 


included in any OFAC List or (B) otherwise the subject or target of Sanctions. 
 
(b) Any Beneficial Ten Percent Owner is or is owned or controlled by one or more Persons that 


are (A) included in any OFAC List or (B) otherwise the subject or target of Sanctions. 
 


 
(c) Any Person, other than the Beneficial Ten Percent Owners set forth in Part I or Part II of 


Schedule 1 (Capitalization) or a “group” including such Beneficial Ten Percent Owners, 
obtains direct or indirect Control of the Borrower without the prior written consent of DFC. 
 


(d) A foreign government or group of foreign governments, or any Person that is Controlled by 
a foreign government or by a group of foreign governments, Controls the Borrower.   


 
In addition, the Equity Contribution Agreement will include, without limitation, (i) base equity 
contribution undertakings, customary subordination provisions subordinating all amounts owing 
by the Borrower to the Direct Owner (including in connection with any shareholder loans from 
the Direct Owner to the Borrower) to all amounts owing by the Borrower to DFC, restrictions on 
payments to the Direct Owner and its Affiliates other than as expressly permitted under the 
Finance Agreement, customary representations and warranties, information (including financial) 
and reporting covenants, and (ii) provisions, to be agreed in the definitive documentation, 
intended to ensure that the Borrower is owned by persons with sufficient financial and technical 
resources.   


  
40. Selected 


Definitions: 
“Accounting Standards” means GAAP, consistently applied.  
 
“Act” means the Defense Production Act, 50 U.S.C. § 4501 et seq. 
 
“Affiliate” means, with respect to any Person, (a) any other Person that is directly or indirectly 
Controlled by, under common Control with, or Controlling such Person; (b) any officer or 
director of such Person; or (c) any spouse or relative of such Person. 
 
“Applicable Law” means, with respect to a given Person on a given date, any constitution, 
statute, law, rule, regulation, ordinance, judgment, order, decree, Consent of a Governmental 
Authority, or any published directive, guideline, requirement or other governmental restriction 
that has the force of law, or any determination by, or interpretation of any of the foregoing by, 
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any judicial authority, that is binding on such Person whether in effect as of the date hereof or 
as of any date thereafter. 
 
“Beneficial Owner” means each Person that holds, directly or indirectly, any ownership interest, 
including any voting or economic interest, in the Borrower, excluding any such interest held 
through a Qualified Public Company or a Qualified Investment Fund. 
 
“Beneficial Ten Percent Owner” means each Person that holds, directly or indirectly, ten percent 
(10%) or more of the ownership interest, including any voting or economic interest, in the 
Borrower, excluding any such interest held through a Qualified Public Company or a Qualified 
Investment Fund. 
 
“Cash Flow” of the Borrower, for any period, means the amount resulting from (a) its net income 
for such period, plus (b) all interest expense, any expense for any fees, and depreciation, 
amortization, deferred income taxes, and other non-cash expenses for such period (but only to the 
extent deducted in determining net income), minus (c) the amount of net increase or net decrease 
in working capital between the first day of such period and the last day of such period, minus (d) 
any capital expenditure incurred in such period for repair or replacement of a capital asset. 
 
“Commercial Operations Date” means the date on which the last aspect of the Project to be 
completed achieves “substantial completion” or such similar expression pursuant to the terms of 
the Project Document relating such aspect of the Project. 
 
“Consent” means any registration, declaration, filing, consent, license, right, approval, 
authorization, or permit.  
 
“Control” means possession, directly or indirectly, of power to direct or cause the direction of 
management or policies, whether through ownership of securities or partnership or other 
ownership interests, by contract, or otherwise, of any Person and, in any event, possession, 
directly or indirectly, of more than 50% of the voting or economic interest in any Person. 
 
“COVID-19 Outbreak” means the outbreak in the United States of COVID-19 (the disease caused 
by the novel coronavirus known as SARS-CoV-2) described in the EO. 
 
“Debt Service”, for any period, means the sum of all payments of principal, interest, and fees 
made or required to be made by the Borrower in respect of its Indebtedness during such period. 
 
“DFC Cost of Funds” means the per annum, fixed rate of interest determined prior to a 
Disbursement in accordance with the monthly average “U.S. Treasury Constant Maturity Yields” 
for the previous calendar month as published in statistical release H.15 (519) of the Board of 
Governors of the Federal Reserve System, or, if not published as of one (1) business day prior to 
the relevant Closing Date, as calculated by DFC using historical data available for such month, 
taking into account for purposes of such determination (a) the Maturity Date and (b) the following 
constant maturities: (i) the 5-year rate in the case of a final maturity date that is at least 1 year but 
less than 5 years after the date of such Disbursement; (ii) the 7-year rate in the case of a final 
maturity date that is at least 5 years but less than 7 years after the date of such Disbursement; (iii) 
the 10-year rate in the case of a final maturity date that is at least 7 years but less than 10 years 
after the date of such Disbursement; and (iv) the 20-year rate in the case of a final maturity date 
that is at least 10 years but not longer than 20 years after the date of such Disbursement. 
 
“Domestic Supply Chain” means any industrial supply chain within the United States and its 
territories. 
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“DSR Requirement” means, for any date, an aggregate Dollar amount equal to the aggregate 
amount of Debt Service with respect to all Long-Term Indebtedness for the immediately 
succeeding six-month period. 
 
“EO” means Executive Order No. 13922 issued on May 14, 2020. 
 
“Equity Contributions” means, either, as the context requires: (a) the proceeds of any 
subscription for Borrower shares; and (b) the proceeds of any subordinated shareholder loan 
(whether made or deemed to be made in accordance with the Financing Documents). 
 
“GAAP” means generally accepted accounting principles in the United States of America (as 
amended, supplemented or re-issued from time to time), applied on a consistent basis both as to 
classification of items and amounts. 
 
“Guaranty” means, with respect to any Person (the “guaranteeing person”), any obligation of the 
guaranteeing person guaranteeing or having the economic effect of guaranteeing any 
Indebtedness (the “primary obligation”) of any other Person (the “primary obligor”) in any 
manner, whether directly or indirectly, including, without limitation, any obligation of the 
guaranteeing person, whether or not contingent, (A) to purchase or pay (or advance or supply 
funds for the purchase or payment of) any such primary obligation or to purchase (or advance or 
supply funds for the purchase of) any security for the payment thereof, (B) to purchase or lease 
property, securities, or services for the purpose of assuring the owner of such primary obligation 
of the payment therefor, (C) to maintain working capital, equity capital, or any other financial 
statement condition or liability of the primary obligor so as to enable the primary obligor to pay 
such primary obligation, or (D) as an account party in respect of any letter of credit or letter of 
guaranty issued to support such primary obligation; provided, however, that the term Guaranty 
shall not include endorsements of instruments for deposit or collection in the ordinary course of 
business. 
 
“Hedge Agreement” means any interest rate swap agreement, interest rate cap agreement, interest 
rate collar agreement, interest rate insurance, currency swap agreement, currency option, futures 
contract, forward contract or any other similar agreement or arrangement with respect to interest 
rates and currency exchange rates, currencies, commodities or indices or to the hedging of assets 
or liabilities. 
 
“Historical Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the most recently completed four (4) consecutive full fiscal quarters, taken as a single 
accounting period.  
 
“Indebtedness” of any Person means, without duplication, (a) all obligations of such Person for 
borrowed money or with respect to deposits or advances of any kind; (b) all obligations of such 
Person evidenced by bonds, debentures, notes or similar instruments; (c) all obligations of such 
Person upon which interest charges are customarily paid; (d) all obligations of such Person under 
conditional sale or other title-retention agreements relating to property acquired by such Person; 
(e) all obligations of such Person in respect of the deferred purchase price of property or services; 
(f) all Indebtedness of others secured by (or for which the holder of such Indebtedness has an 
existing right, contingent or otherwise, to be secured by) any Lien on property owned or acquired 
by such Person, whether or not the Indebtedness secured thereby has been assumed; (g) all 
Guaranties by such Person of Indebtedness of others; (h) all obligations of such Person under any 
lease of property, real or personal, the obligations of the lessee in respect of which are required 
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in accordance with the Accounting Principles to be capitalized on the balance sheet of the lessee; 
(i) all obligations of such Person in respect of any exchange-traded or over-the-counter derivative 
transaction; (j) the currently available amount of all letters of credit issued for the account of such 
Person and, without duplication, all outstanding reimbursement obligations with respect thereto; 
and (k) all obligations of such Person, contingent or otherwise, under trade or bankers’ 
acceptances.  The Indebtedness of any Person shall include the Indebtedness of any other entity 
(including any partnership in which such Person is a general partner) to the extent such Person is 
liable therefor as a result of such Person’s ownership interest in or other relationship with such 
entity, except to the extent the terms of such Indebtedness provide that such Person is not liable 
therefor. 
 
“Key Person” means James V. Continenza. 
 
“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, 
the final maturity of which, by its terms or by the terms of any agreement related to it, falls due 
more than one year after the date of its incurrence. 


“Note” means any promissory note issued by the Borrower pursuant to the Finance Agreement.  
 
“Person” means an individual, a legal entity, including, a partnership, a joint venture, a 
corporation, a trust, and an unincorporated organization, and a government or any department or 
agency thereof.  
 
“Project Completion” means the fulfillment of the following conditions to the satisfaction of 
DFC. 
 
Physical Completion 
 


(a) the Commercial Operations Date has occurred; 


(b) each of the applicable acceptance tests under the Project Documents has 
been completed and approved by the Borrower and the Independent Engineer;  


(c) additional physical completion conditions to be detailed in the Finance 
Agreement; 


Financial Completion 


(d) additional financial completion conditions to be detailed in the Finance 
Agreement;  


Legal Completion 


(e) all Consents then required to be obtained for the operation of the Project 
have been obtained; 


(f) no fines or penalties are outstanding against the Borrower under any 
Project Document; 


(g) there are no outstanding claims by subcontractors and suppliers in 
respect of the construction of the Project or any part thereof (other than claims being contested in 
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good faith and with respect to which the Borrower has made adequate reserves in accordance with 
the Accounting Standards); 


(h) the Borrower is in compliance with the insurance requirements set forth 
in the Finance Agreement; 


(i) the Site, facilities and equipment constituting the Project have been 
developed, constructed and become operational in accordance with Applicable Law, including all 
Applicable Laws regarding the environment, health and safety, and social performance; 


(j) DFC has received a certificate of the Independent Engineer confirming 
that each of the requirements set forth in paragraphs (a) through (b) above have been satisfied; 
and 


(k) DFC has received a certificate of the Borrower certifying that each of the 
requirements set forth in paragraphs (a) through (j) above has been satisfied. 


“Prospective Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the next succeeding four (4) consecutive full fiscal quarters. 
 
“Qualified Investment Fund” means an investment fund which has delivered a letter to DFC, in 
form and substance satisfactory to DFC, in relation to its anti-money laundering and know your 
customer due diligence policies and procedures. 
 
“Qualified Public Company” means a company whose shares are listed on a recognized national 
securities exchange in the United States. 
 
“Reserve Accounts” means the DSR Account. 
 
“Reserve Requirements” means the DSR Requirement. 
 
“Restricted Payment” means (a) any dividend or other distribution by the Borrower (in cash, 
property, or obligations) on, or other payment or distribution on account of, or the setting apart 
of money for a sinking or other analogous fund for, or the purchase, redemption, retirement, or 
other acquisition of, any portion of any ownership interest in the Borrower or of any warrants, 
options, or other rights to acquire any such ownership interest; (b) any payment, purchase, or 
retirement or other acquisition of any debt (whether or not subordinated) owed by the Borrower 
to the Direct Owner, Sponsor or any Affiliate thereof (including any deposit or similar payment 
made to secure any such debt or financial obligation); and (c) any payment of development, 
management or operation fees by the Borrower to any Affiliate of the Borrower. 
 
“Site” means the portion of Eastman Business Park in Rochester, New York on which the 
buildings and other assets constituting the base equity contributions are situated. 
 
“Transaction Documents” means the Financing Documents and the Project Documents. 
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SCHEDULE 1 
 


DIRECT OWNER 
 
 


Name of Direct 
Owner 


Type of Entity / 
Individual 


State or Country of 
Incorporation / 


Nationality 


% Direct Ownership 
of Borrower 


Eastman Kodak 
Company 


Corporation New Jersey 100% 


 
 







 


 


SCHEDULE Z 


DFC STATUTORY AND POLICY REQUIREMENTS 
 


PART A. DEFINITIONS. 


“Anti-Money Laundering Laws” means (a) the Bank Secrecy Act of 1970, Pub. L. No. 91-508, 84 Stat. 1114 
to 1124 (codified as amended in scattered sections of 12 U.S.C., 15 U.S.C., and 31 U.S.C.) as amended by, inter alia, 
the USA PATRIOT Act of 2001, Pub. L. No. 107-56 (codified as amended in scattered sections of the U.S.C.), (b) the 
Money Laundering Control Act of 1986, 18 U.S.C. §§ 1956 and 1957, and (c) any other law, regulation, order, decree 
or directive of any relevant jurisdiction having the force of law and relating to anti-money laundering.  


 
“Corrupt Practices Laws” means (a) the Foreign Corrupt Practices Act of 1977, 15 U.S.C. § 78dd-1 et seq., 


as amended, and (b) any other Applicable Law relating to bribery, corruption, kick-backs, or similar business 
practices. 


 
“Inverted Domestic Corporation” means an entity formed outside of the U.S. which is treated as an inverted 


domestic corporation under Section 835(b) of the Homeland Security Act of 2002, 6 U.S.C. § 395(b). 
 
“OFAC” means the Office of Foreign Assets Control of the U.S. Department of the Treasury, which 


administers and enforces economic and trade sanctions based on U.S. foreign policy and national security goals 
against targeted individuals, organizations, and foreign countries and regimes. 


 
“OFAC Lists” means the Specially Designated Nationals and Blocked Persons List and any other lists 


administered or enforced by OFAC, including but not limited to the Sectoral Sanctions Identifications List, the 
Foreign Sanctions Evaders List, the Palestinian Legislative Council List, and the List of Foreign Financial Institutions 
Subject to Correspondent Account or Payable-Through Account Sanctions, in each case as published by OFAC from 
time to time. 


 
“Official” means (a) an employee, officer, or representative of, or any person otherwise acting in an official 


capacity for or on behalf of a Governmental Authority, (b) any person exercising executive, legislative, judicial, 
regulatory or administrative functions of or pertaining to any Governmental Authority, (c) a candidate for political 
office, (d) an individual who holds any other official, ceremonial, or other appointed or inherited position with a 
government or any of its agencies, or (e) an officer or employee of a public international organization. 


 
“Prohibited Payment” means the giving or making by any Person (such Person, the “Payor”) of any offer, 


gift, payment, promise to pay or authorization of the payment of any money or anything of value, directly or 
indirectly, to or for the use or benefit of any Official (including to or for the use or benefit of any other Person if the 
Payor knows, or has reasonable grounds for believing, that the other Person would use such offer, gift, payment, 
promise or authorization of payment for the benefit of any such Official), for the purpose of influencing any act or 
decision or omission of any Official in order to obtain, retain or direct business to, or to secure any improper benefit 
or advantage for, the Borrower or the Project, or any other Person; provided that any such offer, gift, payment, 
promise or authorization of payment shall not be considered a Prohibited Payment if it is expressly permitted by 
written Applicable Law. 


 
“Sanctioned Territory” means any country or territory that is the subject or target of Sanctions. 
 
“Sanctions” means any economic or financial sanctions, or trade embargoes or restrictive measures, 


implemented, administered or enforced by OFAC, the U.S. Department of State or the U.S. Department of 
Commerce, including through rules, regulations or directives, and any U.S. Executive Orders imposing economic or 
financial sanctions on any individuals, entities or foreign countries or regimes. 
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“Subsidiary Of An Inverted Domestic Corporation” means an entity that is more than fifty percent (50%) 
owned (a) directly by an Inverted Domestic Corporation, or (b) through another entity that is more than fifty percent 
(50%) owned by an Inverted Domestic Corporation. 


 
PART B. REPRESENTATIONS AND WARRANTIES. 


The Borrower represents and warrants to DFC that: 
 
(a) The Borrower and its officers, directors, employees, and agents have complied with applicable Corrupt 


Practices Laws in obtaining all Consents in respect of the Borrower’s business and the Project and have conducted and are 
conducting the Project and the Borrower’s business in compliance with applicable Corrupt Practices Laws.  The Borrower’s 
internal management, compliance policies and procedures, and accounting practices and controls are sufficient to (i) provide 
reasonable assurances of compliance with applicable Corrupt Practices Laws and the prevention of Prohibited Payments 
and (ii) ensure that the Borrower does not provide material or financial support for terrorism, drug trafficking, or human 
trafficking, or order or otherwise direct serious or gross violations of human rights. Neither the Borrower nor any Person 
acting on behalf of the Borrower has made any Prohibited Payment.  


(b) The Borrower and each entity owned or controlled by the Borrower is in compliance with the applicable 
requirements of (1) the Anti-Money Laundering Laws, (2) Sanctions, and (3) all other applicable export control, anti-boycott 
and sanctions laws relating to its business and facilities. 


(c) The Borrower has not, nor has any Direct Owner or Beneficial Owner, taken or knowingly agreed to take 
actions within the past three (3) years, which demonstrate or otherwise evidence intent to comply with, further, or support 
any boycott in violation of Section 1773(a) of the Export Control Reform Act of 2018, 58 U.S.C. § 4842(a) (subtitle B of 
title XVII of Public Law 115–232). 


(d) None of the Borrower, its directors, members of its senior management, its subsidiaries (if any), any of the 
Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or 
representatives, is a Person that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise 
the subject or target of Sanctions. 


(e) No event has occurred and no condition exists that is likely to result in the debarment or suspension of the 
Borrower from contracting with the U.S. Government or any agency or instrumentality thereof, and the Borrower is not 
now and has not been subject to any such debarment or suspension. 


(f) The Borrower is not an Inverted Domestic Corporation nor is it a Subsidiary Of An Inverted Domestic 
Corporation. 


PART C. COVENANTS. 


(a) The Borrower shall comply with and conduct its business in compliance with the applicable requirements 
of (a) all Corrupt Practices Laws, (b) the Anti-Money Laundering Laws, (c) Sanctions, and (d) all other applicable export 
control, anti-boycott and sanctions laws relating to its business and facilities. 


(b) The Borrower shall maintain internal management, compliance policies and procedures, and accounting 
practices and controls that are sufficient to (i) provide reasonable assurances of compliance with applicable Corrupt 
Practices Laws and the prevention of Prohibited Payments, and (ii) ensure that the Borrower does not provide material or 
financial support for terrorism, drug trafficking, or human trafficking, or order or otherwise direct serious or gross violations 
of human rights.   


(c) None of the Borrower, its directors, members of its senior management, any of the Direct Owners or the 
Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, shall be a Person 
that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise the subject or target of 
Sanctions. 







 


      Sch. Z - 3  


 


(d) The Borrower shall not, and shall ensure that none of its directors, officers, employees, Affiliates, agents, 
or Persons acting on its behalf will, directly or indirectly, use, lend, make payments of, contribute or otherwise make 
available, all or any part of proceeds of the Loan to fund any trade, business, or other activities (i) involving or for the 
benefit of any Person included in any OFAC List or otherwise the subject or target of Sanctions, (ii) in any country or 
territory that is a Sanctioned Territory, or (iii) that could result in any Person (including DFC) being in breach of Sanctions, 
becoming included in any OFAC List, or otherwise becoming the subject or target of Sanctions. 


(e) Neither the Borrower nor any Person acting on behalf of the Borrower shall make any Prohibited Payment. 


(f) The Borrower shall not use the proceeds of the Loan in a manner or for a purpose that would violate 
applicable Corrupt Practices Laws. 


(g) The Borrower shall not use the proceeds of the Loan to directly or indirectly pay for any activity designed 
to support or defeat the enactment of legislation, appropriations or regulations proposed or pending before any legislative 
body other than technical or factual presentations related to the Borrower’s business or the Project in response to a 
documented request made by a member of that legislative body. 


(h) The Borrower shall not use the proceeds of the Loan to: (a) pay for the performance of abortions as a method 
of family planning; (b) motivate or coerce any person to practice abortions; (c) pay for the performance of involuntary 
sterilizations as a method of family planning; (d) coerce or provide any financial incentive to any person to undergo 
sterilizations; or (e) pay for any biomedical research which relates, in whole or in part, to methods of, or the performance 
of, abortions or involuntary sterilization as a means of family planning. 


PART D. EVENTS OF DEFAULT. 


(a) The Borrower fails to comply with any covenant or provision set forth in Part C (Covenants) of this 
Schedule Z. 





		DFC may retain such advisors and legal counsel, as determined by DFC in its sole discretion to be necessary from time to time at any time, until the Loan is indefeasibly repaid in full. 

		Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s reasonable and documented out-of-pocket costs and expenses incurred, in each case, in connection with the negotiation, preparation, execution, delivery of and Disbursements under the Financing Documents, including fees, costs, and expenses associated with (a) communications and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, authentication, registration, and recordation of any of the Financing Documents, (d) preparation of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original Transaction Documents (where necessary or advisable for the preservation or enforcement of DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and closing set for each Disbursement, and (g) termination of the Transaction Documents and all Liens created pursuant to the Security Documents.

		The Borrower shall also pay the documented fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, in each case, in connection with (i) any amendment, waiver, consent or other modification of the Financing Documents and (ii) preserving in full force and effect, or enforcing its rights under, any Financing Document.

		“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, the final maturity of which, by its terms or by the terms of any agreement related to it, falls due more than one year after the date of its incurrence.

		(a) the Commercial Operations Date has occurred;

		(b) each of the applicable acceptance tests under the Project Documents has been completed and approved by the Borrower and the Independent Engineer; 

		(c) additional physical completion conditions to be detailed in the Finance Agreement;

		(d) additional financial completion conditions to be detailed in the Finance Agreement; 

		(e) all Consents then required to be obtained for the operation of the Project have been obtained;

		(f) no fines or penalties are outstanding against the Borrower under any Project Document;

		(g) there are no outstanding claims by subcontractors and suppliers in respect of the construction of the Project or any part thereof (other than claims being contested in good faith and with respect to which the Borrower has made adequate reserves in accordance with the Accounting Standards);

		(h) the Borrower is in compliance with the insurance requirements set forth in the Finance Agreement;

		(i) the Site, facilities and equipment constituting the Project have been developed, constructed and become operational in accordance with Applicable Law, including all Applicable Laws regarding the environment, health and safety, and social performance;

		(j) DFC has received a certificate of the Independent Engineer confirming that each of the requirements set forth in paragraphs (a) through (b) above have been satisfied; and

		(k) DFC has received a certificate of the Borrower certifying that each of the requirements set forth in paragraphs (a) through (j) above has been satisfied.
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		(d) None of the Borrower, its directors, members of its senior management, its subsidiaries (if any), any of the Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, is a Person ...

		(e) No event has occurred and no condition exists that is likely to result in the debarment or suspension of the Borrower from contracting with the U.S. Government or any agency or instrumentality thereof, and the Borrower is not now and has not been ...
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DRAFT 
EKC Comments 


7/27/2020 
 
 


Kodak Pharmaceuticals, Inc. 
 


Kodak – API/KSM Manufacturer – US 
 


 Term Sheet  
 


This term sheet is provided for discussion purposes only so as to develop a framework understanding of 
the proposed transaction.  The term sheet has not been approved by DFC and does not indicate a 
commitment by any party or by any US government agency to participate in this transaction.  The terms 
and conditions of this transaction are not limited to those set forth herein.  Matters that are not covered by 
the provisions hereof are subject to the approval and agreement of the parties. 


 
 


1. Project ID: DFC/DPA/[_________] 
  
2. Lender: United States International Development Finance Corporation (“DFC”). 
  
3. Borrower:   Kodak Pharmaceuticals, Inc., a corporation organized and existing under the laws of Delaware 


(the “Borrower”). 
  
4. Project: The proceeds of the Loan will be used to finance (a) construction of a new manufacturing facility; 


(b) renovation of an existing manufacturing facility for the manufacturing and testing of Key 
Starting Materials (“KSMs”) and Active Pharmaceutical Ingredients (“APIs”); (c) procurement 
and storage of KSMs; (d) construction of new API storage facility and procurement of equipment; 
(e) construction of diagnostic reagent manufacturing facility; (f) development of KSM 
manufacturing processes in Rochester, New York; (g) associated development and FDA 
qualification costs; (f) working capital for the manufacture and storage of KSMs and APIs; and 
(g) interest and principal payments on the Loan during the development period (the “Project”). 


  
5. Commitment 


Amount: 
Principal amount not to exceed $765,000,000 (the “Commitment”, and the loan in relation 
thereto, the “Loan”).  The Loan shall not exceed the amount of the Commitment.   


  
6. Loan Term and 


Repayment: 
Thirteen and one-half (13½) years from the date of the first Disbursement (the “Term”).  The 
Term consists of (a) a grace period of three and one-half (3½) years, beginning on the date of the 
first Disbursement (the “Grace Period”) during which no principal payments will be made, 
followed by (b) a principal repayment period during which the Loan shall be repaid in 
approximately equal installments on Principal Repayment Dates, commencing on the first 
Principal Repayment Date to occur following the expiration of the Grace Period and ending on 
the date that is ten (10) years after the expiration of the Grace Period (the “Maturity Date”); and 
(c) a balloon payment on the Maturity Date equal to the unpaid part of the principal, plus any 
interest and other fees then remaining due.  An amortization period of twenty-five (25) years will 
be used to calculate the interest and principal repayments during the Term and the balloon 
payment due on the Maturity Date.  DFC will commit to refinance the amount due on the Maturity 
Date on terms to be defined in the Finance Agreement. 
 
Any Loan amounts repaid or prepaid cannot be reborrowed. 


  
7. Interest Rate: 2% plus the DFC Cost of Funds, expressed as a rate per annum (such sum, the “Interest Rate”).  
 
8. Total Project 


Costs: 


(b) (4)
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9. Maximum 


Leverage: 
The Loan and any other debt associated with the Project shall not exceed 80% of Total Project 
Costs. 


  
10. Base Equity 


Requirement: 
Not less than 20% of Total Project Costs, which shall be contributed in real estate or other assets 
(machinery and equipment) acceptable to DFC as equity in the project. 
 
All base equity contributions shall be required to be made, and perfected as collateral by DFC, as 
a condition to the first Disbursement. 


  
11. Commitment 


Period: 
A period beginning on the date of the Finance Agreement and ending on the earlier of (x) the fifth 
(5th) anniversary of the date of the Finance Agreement; (y) the Commercial Operations Date; or 
(z) the first date on which Disbursements in an aggregate amount equal to the Commitment have 
been made (the “Commitment Period”). 


  
12. Disbursements: During the Commitment Period, the Borrower may request disbursements of the Loan (each, a 


“Disbursement”) in accordance with the following terms and conditions:   
 
(a) The Borrower shall deliver a Disbursement Request in the form attached to the Finance 


Agreement not fewer than ten (10) business days before the date of the Disbursement.   
 


(b) On or prior to the date of the Disbursement Request, DFC shall have received satisfactory 
evidence that each condition precedent applicable to the Disbursement has been satisfied or 
waived.   


 
(c) There shall be no more than one (1) Disbursement in each fiscal quarter and no more than 


four (4) total Disbursements.   
 


(d) Each Disbursement shall be in an amount of not less than and not greater than 
   


  
13. Principal 


Repayment Dates: 
Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Principal Repayment 
Dates”). 
 


14. Interest Payment 
Dates: 


Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Interest Payment 
Dates”). 


  
15. Payment of 


Interest: 
The Borrower shall pay interest accrued at the Interest Rate on the outstanding principal balance 
of each Note in arrears on each Interest Payment Date to occur following the first Disbursement; 
provided, that if the Interest Payment Date immediately following any Disbursement occurs 
within fifteen (15) business days after such Disbursement, the Borrower shall make its first 
interest payment under the related Note on the second Interest Payment Date following such 
Disbursement. 


  
16. Default Interest: If the Borrower fails to pay when due any amount due to DFC under any Financing Document, 


interest shall accrue on such unpaid amount at the rate of (a) with respect to amounts due under a 
Note, two percent (2.0%) per annum over and above the Interest Rate specified in the Note, and 
(b) with respect to any other amounts due, two percent (2.0%) per annum above the highest 
Interest Rate set forth in any Note then outstanding. 


  
17. Key Person 


Requirements: 
At all times from and after the first Closing Date until January 1, 2025, each Key Person shall 
dedicate a significant amount of their time to the management of the Borrower. 


(b) (4)
(b) (4)
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18. Voluntary 


Prepayment: 
At any time following the last day of the Commitment Period, upon not fewer than five (5) 
business days’ prior notice to DFC, the Borrower may prepay the Loan in whole or in part, 
together with the payment to DFC of (a) interest accrued to the date of prepayment on the portion 
of the principal amount of each Note that is to be prepaid in the case of a prepayment on an 
Interest Payment Date or a prepayment in whole, and (b) a premium calculated as a percentage 
of the Loan amount prepaid as follows: 
 
Year following expiration of Commitment Period: Prepayment Premium: 
 Year 1  3% 
 Year 2  2% 
 Year 3  1% 
 Year 4 and thereafter  None 
 
All voluntary prepayments shall be applied to principal installments in the inverse order of 
maturity and shall be applied pro rata across outstanding Notes. 


  
19. Mandatory 


Prepayment:  
The Borrower shall apply the following amounts in prepayment of the Loan within five (5) 
business days following receipt thereof: 


 
(a) expropriation proceeds;  
(b) casualty proceeds above a threshold amount to be agreed; 
(c) casualty proceeds falling within threshold amounts to be agreed that are not applied or 


committed to the repair or replacement of assets insured thereby within one hundred eighty 
(180) days after receipt by the Borrower; 


(d) the net proceeds of any sale of any asset (other than any capital asset that is replaced with a 
capital asset of equal or greater value and sales of products); and 


(e) any performance liquidated damages, termination payments or other similar damages or 
indemnity payments under or in connection with the Project Documents (but excluding delay 
liquidated damages, availability liquidated damages, and similar revenue replacement 
damages) that are applied or committed to the construction or development of assets for the 
Project within one hundred eighty (180) days after receipt by the Borrower. 
  


All mandatory prepayments shall be applied to outstanding Notes as determined in the Finance 
Agreement.  No prepayment premium shall be due on mandatory prepayments. 


  
20. Commitment Fee: A commitment fee equal to one-quarter of one percent (0.25%) per annum on the undisbursed 


and uncancelled amount of the Commitment, accruing on a daily basis for each day of the 
Commitment Period, is to be paid to DFC in arrears on each Interest Payment Date and on the 
last day of the Commitment Period. 


  
21. Cancellation Fee:  The Borrower may cancel any part of the undisbursed Commitment at any time upon payment of 


a cancellation fee equal to one percent (1%) of the amount cancelled (the “Cancellation Fee”), 
provided, that the Borrower demonstrates to DFC’s satisfaction that there are sufficient funds 
available to construct and operate the Project.  Except as otherwise provided in the Finance 
Agreement, any part of the Commitment not disbursed at the end of the Commitment Period or 
terminated for any reason shall be deemed to have been cancelled and the Cancellation Fee shall 
apply.  


  
22. Maintenance Fee: The Borrower shall pay to DFC a maintenance fee in the amount of $20,000 per year, which fee 


shall be payable on the first anniversary of the Interest Payment Date immediately following the 
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date of the initial Disbursement, and on each subsequent anniversary thereof for so long as any 
portion of the Loan remains outstanding.   


  
23. Taxes: All sums payable by the Borrower under the Finance Agreement or other Financing Documents 


shall be paid in full.  If the Borrower is required by applicable law to deduct any taxes from or to 
withhold any taxes in respect of any amount payable to DFC under the Finance Agreement or 
under any Financing Document, then the Borrower shall pay such additional amount as may be 
necessary so that the actual amount received by DFC after such deductions or withholdings equals 
the full amount stated to be payable under the Financing Documents. 


  
24. Payments of or 


Reimbursement 
of Expenses: 


DFC may retain such advisors and legal counsel, as determined by DFC in its sole discretion to 
be necessary from time to time at any time, until the Loan is indefeasibly repaid in full.  


Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and 
expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s 
reasonable and documented out-of-pocket costs and expenses incurred, in each case, in 
connection with the negotiation, preparation, execution, delivery of and Disbursements under the 
Financing Documents, including fees, costs, and expenses associated with (a) communications 
and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, 
authentication, registration, and recordation of any of the Financing Documents, (d) preparation 
of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original 
Transaction Documents (where necessary or advisable for the preservation or enforcement of 
DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction 
Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and 
closing set for each Disbursement, and (g) termination of the Transaction Documents and all 
Liens created pursuant to the Security Documents. 


The Borrower shall also pay the documented fees, costs and expenses of such advisors and legal 
counsel, and pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, 
in each case, in connection with (i) any amendment, waiver, consent or other modification of the 
Financing Documents and (ii) preserving in full force and effect, or enforcing its rights under, 
any Financing Document. 


25. Project 
Documents: 


The following documents will be referred to as the Project Documents: 
  
(a) All contracts relating to the design and construction of the Project exceeding a value of 


$100,000,000; 
(b) all contracts for the lease of equipment or facilities for the Project exceeding a value of 


$25,000,000; and 
(c) any other documents designated as such by DFC and the Borrower.  


  
26. Financing 


Documents: 
The terms and conditions of the Loan shall be set forth in a definitive finance agreement, between 
DFC and the Borrower (the “Finance Agreement”).  
 
The following documents will be referred to as the Financing Documents: 
 
(a) the Finance Agreement; 
(b) each Note; 
(c) the Equity Contribution Agreement among the Direct Owner, the Sponsor, the Borrower, 


and DFC (the “Equity Contribution Agreement”); 
(d) the Security Documents; 
(e) the direct agreements with Project Document counterparties; and 







 


 
      5 


 


(f) any other documents designated as such by DFC and the Borrower. 
 


The Financing Documents will require, among other key provisions:  
 
(a) submission to jurisdiction of New York courts and appointment of an agent for or consent to 


service of process;  
(b) designation of New York law as the governing law of the Financing Documents (other than 


certain of the Security Documents) and the designation of New York law, the laws of the 
state or any other jurisdiction where any secured asset is located, as DFC shall determine, as 
the governing law of the Security Documents; and 


(c) indemnity by the Borrower of DFC and its directors, officers, employees, and agents 
covering any losses of such persons as set forth in the Finance Agreement. 


  
27. Security; Security 


Documents: 
The Borrower’s obligations to DFC shall be secured by a perfected, registered, recorded, valid 
and enforceable, first priority Lien on (i) all of the Borrower’s assets, of whatever kind and nature, 
whether tangible or intangible, and wherever situated, both now owned and hereafter acquired, 
including all accounts receivable, inventory, general intangibles, equipment, real and personal 
property, accounts, rights under all project agreements, and in the proceeds thereof, and (ii) all 
share capital in the Borrower held by the Direct Owner. 
 
The following documents will be referred to as the Security Documents: 
 
(a) the Security Agreement;  
(b) the Stock Pledge Agreement; and 
(c) any other documents designated as such by DFC and the Borrower. 


  
28. Conditions 


Precedent to First 
Disbursement: 


The conditions precedent shall be fulfilled on or prior to the date of the first Disbursement 
Request. 
 
Conditions precedent to the first Disbursement will be customary for a transaction similar in 
nature, and shall include, inter alia, the following conditions: 


 
(a) DFC shall have completed to its satisfaction its due diligence investigation of the Borrower, 


the Direct Owner, the Beneficial Owners, the Project, and all other matters relating thereto, 
and shall have completed on-site due diligence of the Borrower's business and the Site, and 
the results of such investigations and on-site due diligence shall be satisfactory to DFC;  


(b) execution and delivery of definitive Transaction Documents in form and substance 
satisfactory to DFC;   


(c) all base equity contributions shall have been made as set out in Section 10, and after giving 
effect to the Disbursement, the Borrower’s debt-to-equity ratio will not exceed four to one; 


(d) all governmental and third party permits, licenses and consents for the Project then required 
to be in full force and effect shall have been obtained and shall be in full force and effect 
unless waived by DFC; 


(e) all Security Documents shall have been properly perfected, filed and registered or recorded 
in any jurisdiction where perfection, filing and registration or recordation is required, as 
applicable, and all liens or pledges in favor of DFC shall have been properly registered in 
favor of DFC; 


(f) DFC shall have received satisfactory legal opinions from legal counsel acceptable to DFC; 
(g) the Borrower, the Direct Owner, the Sponsor, and the counterparties to key Project 


Documents (to be agreed) shall have irrevocably appointed an agent for service of process 
(or have consented to service of process at their respective U.S. addresses, if applicable) until 
the Maturity Date plus six (6) months and paid the fees of such agent in full, if applicable; 
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(h) DFC shall have received a final financial model for the Project, dated as of the date of the 
first Disbursement, which shall be satisfactory to DFC in form and substance;   


(i) DFC shall have received a final construction budget and construction schedule and a form of 
operating budget, each of which shall be satisfactory to DFC in form and substance; 


(j) DFC shall have received a final report, in form and substance satisfactory to DFC, of each 
Advisor; and 


(k) DFC shall have received the Borrower’s marketing plan, which shall be in form and 
substance satisfactory to DFC (the “Marketing Plan”). 


  
29. Conditions 


Precedent to Each 
Disbursement: 


The conditions precedent shall be fulfilled on or prior to the date of the Disbursement Request. 
 
Conditions precedent to each Disbursement (including the first Disbursement) will be customary 
for a transaction similar in nature, and shall include, inter alia, the following conditions: 
 
(a) all representations and warranties under the Financing Documents shall be true and correct in 


all material respects; 
(b) there shall be no default or event of default in existence at the time of or after giving effect to 


the Disbursement; 
(c) no material adverse effect (to be defined in the Finance Agreement) shall have occurred and 


be continuing;1 
(d) all fees and expenses payable by the Borrower shall have been paid in full; 
(e) base equity contributions shall have been made as set out in Section 10, and after giving effect 


to such Disbursement, the Borrower’s debt-to-equity ratio will not exceed four-to-one; and 
(f) DFC shall have received such progress documentation concerning the Project as the parties 


shall agree in the Finance Agreement. 
  


30. Financial Ratio 
Covenants: 


The following financial ratio covenants to be maintained by the Borrower to monitor ongoing 
financial performance: 
 
(a) maintain, as of the end of each fiscal quarter following the third (3rd) anniversary of the 


Commercial Operations Date, a Historical Debt Service Coverage Ratio of not less than 1.15 
to 1; and 


(b) maintain, as of the end of each fiscal quarter following the third (3rd) anniversary of the 
Commercial Operations Date, a Prospective Debt Service Coverage Ratio of not less than 
1.25 to 1. 


  
31. Reporting 


Requirements: 
The Borrower shall comply with reporting requirements customary to a transaction similar in 
nature, including, inter alia: 
 
(a) within 45 days after the end of each fiscal quarter, provide financial statements of the 


Borrower, the Direct Owner, and the Sponsor, prepared in English in accordance with the 
Accounting Standards; 


(b) within 90 days after the end of each fiscal year, provide audited financial statements of the 
Borrower, the Direct Owner, and the Sponsor, prepared in English in accordance with the 
Accounting Standards; 


(c) within 45 days after the end of each fiscal quarter, provide a report summarizing all related 
party transactions during the preceding fiscal quarter; 


 
1  The Finance Agreement will address the treatment of the Loan if a material adverse effect permanently prevents complete funding 


of the Commitment. 
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(d) the Borrower shall notify DFC promptly, and in no event later than 30 days, after any material 
deviation from the Marketing Plan occurs, together with a report on its proposed measures 
to address any such deviation; 


(e) within 15 days after the end of each fiscal quarter during the construction period, provide a 
report on the progress and construction of the Project;   


(f) within 45 days after the end of each fiscal quarter during the operating period (90 days after 
the end of a fiscal year), provide a report on the operations of the Project;  


(g) within 30 days prior to the beginning of the fiscal year, provide a draft annual operating 
budget; and 


(h) within six (6) months after the last Disbursement, provide a certificate setting forth in 
reasonable detail the project costs to which the proceeds of the final Disbursement were 
applied; and 


(i) not later than June 30 of each year, beginning on the first June 30 to occur following the first 
anniversary of the date of the first Disbursement, the DPA Outcomes Survey. 


  
32. Restricted 


Payments: 
 


The Borrower shall not make any Restricted Payment unless, after giving effect to such Restricted 
Payment, each of the following conditions is satisfied: 
 
(a) Project Completion has occurred; 
(b) the Borrower has paid at least one (1) principal installment of the Loan in full and on time 


from revenues generated by the sale of products produced from the Project; 
(c) no default or event of default has occurred and is continuing or will occur after giving effect 


to such Restricted Payment; 
(d) as of the end of the two most recently completed fiscal quarters, the Borrower’s (i) Historical 


Debt Service Coverage Ratio was not less than 1.15 to 1; and (ii) Prospective Debt Service 
Coverage Ratio was not less than 1.25 to 1; 


(e) the DSR Account has been funded to the DSR Requirement; and 
(f) such Restricted Payment will be made on a date that is no less than thirty (30) days following 


any Payment Date. 
  


33. Reserve Account: The Borrower shall establish a debt service reserve account (the “DSR Account”) in New York.  
The initial DSR Account balance shall be funded in an amount not less than the then-current DSR 
Requirement (as defined below) as a condition to the making of any Restricted Payment.   


  
34. DPA and Project-


Specific Policy 
Requirements: 


The Borrower shall represent and warrant that:  
 
(a) the proceeds of the Loan will be used in accordance with the purposes set forth in the EO and 


Section 302 of the Act, and the Project will (A) support the production or supply of an 
industrial resource, critical technology item, or material that is essential to the national 
defense; and (B) create, maintain, protect, expand, or restore domestic industrial base 
capabilities supporting the national response and recovery to the COVID-19 Outbreak or the 
resiliency of any relevant Domestic Supply Chains; and  


(b) financing for the Project is not otherwise available from private sources on reasonable terms. 
  


35. DFC Statutory 
and Policy 
Requirements: 


The Borrower shall make the representations and warranties set out in Part B (Representations 
and Warranties) of Schedule Z (DFC Statutory and Policy Requirements). 
 
The Borrower shall comply with the covenants set out in Part C (Covenants) of Schedule Z (DFC 
Statutory and Policy Requirements). 
 
The event described in Part D (Event of Default) of Schedule Z (DFC Statutory and Policy 
Requirements) shall be an event of default. 
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36. Sponsor: Eastman Kodak Company.   


  
37. Direct Owner: Eastman Kodak Company. 


 
The Direct Owner holds the direct legal and beneficial title to the Borrower’s capital stock in the 
percentage amount set forth next to its name in  of Schedule 1 (Direct Owner) hereto.   


  
38. Beneficial 


Owners: 
The Beneficial Owners hold the indirect legal and beneficial title to the Borrower’s capital stock 
as described in the Direct Owner’s proxy statement and other filings filed with the U.S. Securities 
and Exchange Commission. To Direct Owner’s knowledge, such information is true and correct 
in all material respects. 


  
39. Change of 


Ownership and 
Share Transfer 
Restrictions: 


The following will be events of default in the Finance Agreement:  
 
(a) Any Beneficial Owner is or is owned or controlled by one or more Persons that are (A) 


included in any OFAC List or (B) otherwise the subject or target of Sanctions. 
 
(b) Any Beneficial Ten Percent Owner is or is owned or controlled by one or more Persons that 


are (A) included in any OFAC List or (B) otherwise the subject or target of Sanctions. 
 


 
(c) Any Person, other than the Beneficial Ten Percent Owners set forth in Part I or Part II of 


Schedule 1 (Capitalization) or a “group” including such Beneficial Ten Percent Owners, 
obtains direct or indirect Control of the Borrower without the prior written consent of DFC. 
 


(d) A foreign government or group of foreign governments, or any Person that is Controlled by 
a foreign government or by a group of foreign governments, Controls the Borrower.   


 
In addition, the Equity Contribution Agreement will include, without limitation, (i) base equity 
contribution undertakings, customary subordination provisions subordinating all amounts owing 
by the Borrower to the Direct Owner (including in connection with any shareholder loans from 
the Direct Owner to the Borrower) to all amounts owing by the Borrower to DFC, restrictions on 
payments to the Direct Owner and its Affiliates other than as expressly permitted under the 
Finance Agreement, customary representations and warranties, information (including financial) 
and reporting covenants, and (ii) provisions, to be agreed in the definitive documentation, 
intended to ensure that the Borrower is owned by persons with sufficient financial and technical 
resources.   


  
40. Selected 


Definitions: 
“Accounting Standards” means GAAP, consistently applied.  
 
“Act” means the Defense Production Act, 50 U.S.C. § 4501 et seq. 
 
“Affiliate” means, with respect to any Person, (a) any other Person that is directly or indirectly 
Controlled by, under common Control with, or Controlling such Person; (b) any officer or 
director of such Person; or (c) any spouse or relative of such Person. 
 
“Applicable Law” means, with respect to a given Person on a given date, any constitution, 
statute, law, rule, regulation, ordinance, judgment, order, decree, Consent of a Governmental 
Authority, or any published directive, guideline, requirement or other governmental restriction 
that has the force of law, or any determination by, or interpretation of any of the foregoing by, 
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any judicial authority, that is binding on such Person whether in effect as of the date hereof or 
as of any date thereafter. 
 
“Beneficial Owner” means each Person that holds, directly or indirectly, any ownership interest, 
including any voting or economic interest, in the Borrower, excluding any such interest held 
through a Qualified Public Company or a Qualified Investment Fund. 
 
“Beneficial Ten Percent Owner” means each Person that holds, directly or indirectly, ten percent 
(10%) or more of the ownership interest, including any voting or economic interest, in the 
Borrower, excluding any such interest held through a Qualified Public Company or a Qualified 
Investment Fund. 
 
“Cash Flow” of the Borrower, for any period, means the amount resulting from (a) its net income 
for such period, plus (b) all interest expense, any expense for any fees, and depreciation, 
amortization, deferred income taxes, and other non-cash expenses for such period (but only to the 
extent deducted in determining net income), minus (c) the amount of net increase or net decrease 
in working capital between the first day of such period and the last day of such period, minus (d) 
any capital expenditure incurred in such period for repair or replacement of a capital asset. 
 
“Commercial Operations Date” means the date on which the last aspect of the Project to be 
completed achieves “substantial completion” or such similar expression pursuant to the terms of 
the Project Document relating such aspect of the Project. 
 
“Consent” means any registration, declaration, filing, consent, license, right, approval, 
authorization, or permit.  
 
“Control” means possession, directly or indirectly, of power to direct or cause the direction of 
management or policies, whether through ownership of securities or partnership or other 
ownership interests, by contract, or otherwise, of any Person and, in any event, possession, 
directly or indirectly, of more than 50% of the voting or economic interest in any Person. 
 
“COVID-19 Outbreak” means the outbreak in the United States of COVID-19 (the disease caused 
by the novel coronavirus known as SARS-CoV-2) described in the EO. 
 
“Debt Service”, for any period, means the sum of all payments of principal, interest, and fees 
made or required to be made by the Borrower in respect of its Indebtedness during such period. 
 
“DFC Cost of Funds” means the per annum, fixed rate of interest determined prior to a 
Disbursement in accordance with the monthly average “U.S. Treasury Constant Maturity Yields” 
for the previous calendar month as published in statistical release H.15 (519) of the Board of 
Governors of the Federal Reserve System, or, if not published as of one (1) business day prior to 
the relevant Closing Date, as calculated by DFC using historical data available for such month, 
taking into account for purposes of such determination (a) the Maturity Date and (b) the following 
constant maturities: (i) the 5-year rate in the case of a final maturity date that is at least 1 year but 
less than 5 years after the date of such Disbursement; (ii) the 7-year rate in the case of a final 
maturity date that is at least 5 years but less than 7 years after the date of such Disbursement; (iii) 
the 10-year rate in the case of a final maturity date that is at least 7 years but less than 10 years 
after the date of such Disbursement; and (iv) the 20-year rate in the case of a final maturity date 
that is at least 10 years but not longer than 20 years after the date of such Disbursement. 
 
“Domestic Supply Chain” means any industrial supply chain within the United States and its 
territories. 
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“DSR Requirement” means, for any date, an aggregate Dollar amount equal to the aggregate 
amount of Debt Service with respect to all Long-Term Indebtedness for the immediately 
succeeding six-month period. 
 
“EO” means Executive Order No. 13922 issued on May 14, 2020. 
 
“Equity Contributions” means, either, as the context requires: (a) the proceeds of any 
subscription for Borrower shares; and (b) the proceeds of any subordinated shareholder loan 
(whether made or deemed to be made in accordance with the Financing Documents). 
 
“GAAP” means generally accepted accounting principles in the United States of America (as 
amended, supplemented or re-issued from time to time), applied on a consistent basis both as to 
classification of items and amounts. 
 
“Guaranty” means, with respect to any Person (the “guaranteeing person”), any obligation of the 
guaranteeing person guaranteeing or having the economic effect of guaranteeing any 
Indebtedness (the “primary obligation”) of any other Person (the “primary obligor”) in any 
manner, whether directly or indirectly, including, without limitation, any obligation of the 
guaranteeing person, whether or not contingent, (A) to purchase or pay (or advance or supply 
funds for the purchase or payment of) any such primary obligation or to purchase (or advance or 
supply funds for the purchase of) any security for the payment thereof, (B) to purchase or lease 
property, securities, or services for the purpose of assuring the owner of such primary obligation 
of the payment therefor, (C) to maintain working capital, equity capital, or any other financial 
statement condition or liability of the primary obligor so as to enable the primary obligor to pay 
such primary obligation, or (D) as an account party in respect of any letter of credit or letter of 
guaranty issued to support such primary obligation; provided, however, that the term Guaranty 
shall not include endorsements of instruments for deposit or collection in the ordinary course of 
business. 
 
“Hedge Agreement” means any interest rate swap agreement, interest rate cap agreement, interest 
rate collar agreement, interest rate insurance, currency swap agreement, currency option, futures 
contract, forward contract or any other similar agreement or arrangement with respect to interest 
rates and currency exchange rates, currencies, commodities or indices or to the hedging of assets 
or liabilities. 
 
“Historical Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the most recently completed four (4) consecutive full fiscal quarters, taken as a single 
accounting period.  
 
“Indebtedness” of any Person means, without duplication, (a) all obligations of such Person for 
borrowed money or with respect to deposits or advances of any kind; (b) all obligations of such 
Person evidenced by bonds, debentures, notes or similar instruments; (c) all obligations of such 
Person upon which interest charges are customarily paid; (d) all obligations of such Person under 
conditional sale or other title-retention agreements relating to property acquired by such Person; 
(e) all obligations of such Person in respect of the deferred purchase price of property or services; 
(f) all Indebtedness of others secured by (or for which the holder of such Indebtedness has an 
existing right, contingent or otherwise, to be secured by) any Lien on property owned or acquired 
by such Person, whether or not the Indebtedness secured thereby has been assumed; (g) all 
Guaranties by such Person of Indebtedness of others; (h) all obligations of such Person under any 
lease of property, real or personal, the obligations of the lessee in respect of which are required 







 


 
      11 


 


in accordance with the Accounting Principles to be capitalized on the balance sheet of the lessee; 
(i) all obligations of such Person in respect of any exchange-traded or over-the-counter derivative 
transaction; (j) the currently available amount of all letters of credit issued for the account of such 
Person and, without duplication, all outstanding reimbursement obligations with respect thereto; 
and (k) all obligations of such Person, contingent or otherwise, under trade or bankers’ 
acceptances.  The Indebtedness of any Person shall include the Indebtedness of any other entity 
(including any partnership in which such Person is a general partner) to the extent such Person is 
liable therefor as a result of such Person’s ownership interest in or other relationship with such 
entity, except to the extent the terms of such Indebtedness provide that such Person is not liable 
therefor. 
 
“Key Person” means James V. Continenza. 
 
“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, 
the final maturity of which, by its terms or by the terms of any agreement related to it, falls due 
more than one year after the date of its incurrence. 


“Note” means any promissory note issued by the Borrower pursuant to the Finance Agreement.  
 
“Person” means an individual, a legal entity, including, a partnership, a joint venture, a 
corporation, a trust, and an unincorporated organization, and a government or any department or 
agency thereof.  
 
“Project Completion” means the fulfillment of the following conditions to the satisfaction of 
DFC. 
 
Physical Completion 
 


(a) the Commercial Operations Date has occurred; 


(b) each of the applicable acceptance tests under the Project Documents has 
been completed and approved by the Borrower and the Independent Engineer;  


(c) additional physical completion conditions to be detailed in the Finance 
Agreement; 


Financial Completion 


(d) additional financial completion conditions to be detailed in the Finance 
Agreement;  


Legal Completion 


(e) all Consents then required to be obtained for the operation of the Project 
have been obtained; 


(f) no fines or penalties are outstanding against the Borrower under any 
Project Document; 


(g) there are no outstanding claims by subcontractors and suppliers in 
respect of the construction of the Project or any part thereof (other than claims being contested in 
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good faith and with respect to which the Borrower has made adequate reserves in accordance with 
the Accounting Standards); 


(h) the Borrower is in compliance with the insurance requirements set forth 
in the Finance Agreement; 


(i) the Site, facilities and equipment constituting the Project have been 
developed, constructed and become operational in accordance with Applicable Law, including all 
Applicable Laws regarding the environment, health and safety, and social performance; 


(j) DFC has received a certificate of the Independent Engineer confirming 
that each of the requirements set forth in paragraphs (a) through (b) above have been satisfied; 
and 


(k) DFC has received a certificate of the Borrower certifying that each of the 
requirements set forth in paragraphs (a) through (j) above has been satisfied. 


“Prospective Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the next succeeding four (4) consecutive full fiscal quarters. 
 
“Qualified Investment Fund” means an investment fund which has delivered a letter to DFC, in 
form and substance satisfactory to DFC, in relation to its anti-money laundering and know your 
customer due diligence policies and procedures. 
 
“Qualified Public Company” means a company whose shares are listed on a recognized national 
securities exchange in the United States. 
 
“Reserve Accounts” means the DSR Account. 
 
“Reserve Requirements” means the DSR Requirement. 
 
“Restricted Payment” means (a) any dividend or other distribution by the Borrower (in cash, 
property, or obligations) on, or other payment or distribution on account of, or the setting apart 
of money for a sinking or other analogous fund for, or the purchase, redemption, retirement, or 
other acquisition of, any portion of any ownership interest in the Borrower or of any warrants, 
options, or other rights to acquire any such ownership interest; (b) any payment, purchase, or 
retirement or other acquisition of any debt (whether or not subordinated) owed by the Borrower 
to the Direct Owner, Sponsor or any Affiliate thereof (including any deposit or similar payment 
made to secure any such debt or financial obligation); and (c) any payment of development, 
management or operation fees by the Borrower to any Affiliate of the Borrower. 
 
“Site” means the portion of Eastman Business Park in Rochester, New York on which the 
buildings and other assets constituting the base equity contributions are situated. 
 
“Transaction Documents” means the Financing Documents and the Project Documents. 
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SCHEDULE 1 
 


DIRECT OWNER 
 
 


Name of Direct 
Owner 


Type of Entity / 
Individual 


State or Country of 
Incorporation / 


Nationality 


% Direct Ownership 
of Borrower 


Eastman Kodak 
Company 


Corporation New Jersey 100% 


 
 







 


 


SCHEDULE Z 


DFC STATUTORY AND POLICY REQUIREMENTS 
 


PART A. DEFINITIONS. 


“Anti-Money Laundering Laws” means (a) the Bank Secrecy Act of 1970, Pub. L. No. 91-508, 84 Stat. 1114 
to 1124 (codified as amended in scattered sections of 12 U.S.C., 15 U.S.C., and 31 U.S.C.) as amended by, inter alia, 
the USA PATRIOT Act of 2001, Pub. L. No. 107-56 (codified as amended in scattered sections of the U.S.C.), (b) the 
Money Laundering Control Act of 1986, 18 U.S.C. §§ 1956 and 1957, and (c) any other law, regulation, order, decree 
or directive of any relevant jurisdiction having the force of law and relating to anti-money laundering.  


 
“Corrupt Practices Laws” means (a) the Foreign Corrupt Practices Act of 1977, 15 U.S.C. § 78dd-1 et seq., 


as amended, and (b) any other Applicable Law relating to bribery, corruption, kick-backs, or similar business 
practices. 


 
“Inverted Domestic Corporation” means an entity formed outside of the U.S. which is treated as an inverted 


domestic corporation under Section 835(b) of the Homeland Security Act of 2002, 6 U.S.C. § 395(b). 
 
“OFAC” means the Office of Foreign Assets Control of the U.S. Department of the Treasury, which 


administers and enforces economic and trade sanctions based on U.S. foreign policy and national security goals 
against targeted individuals, organizations, and foreign countries and regimes. 


 
“OFAC Lists” means the Specially Designated Nationals and Blocked Persons List and any other lists 


administered or enforced by OFAC, including but not limited to the Sectoral Sanctions Identifications List, the 
Foreign Sanctions Evaders List, the Palestinian Legislative Council List, and the List of Foreign Financial Institutions 
Subject to Correspondent Account or Payable-Through Account Sanctions, in each case as published by OFAC from 
time to time. 


 
“Official” means (a) an employee, officer, or representative of, or any person otherwise acting in an official 


capacity for or on behalf of a Governmental Authority, (b) any person exercising executive, legislative, judicial, 
regulatory or administrative functions of or pertaining to any Governmental Authority, (c) a candidate for political 
office, (d) an individual who holds any other official, ceremonial, or other appointed or inherited position with a 
government or any of its agencies, or (e) an officer or employee of a public international organization. 


 
“Prohibited Payment” means the giving or making by any Person (such Person, the “Payor”) of any offer, 


gift, payment, promise to pay or authorization of the payment of any money or anything of value, directly or 
indirectly, to or for the use or benefit of any Official (including to or for the use or benefit of any other Person if the 
Payor knows, or has reasonable grounds for believing, that the other Person would use such offer, gift, payment, 
promise or authorization of payment for the benefit of any such Official), for the purpose of influencing any act or 
decision or omission of any Official in order to obtain, retain or direct business to, or to secure any improper benefit 
or advantage for, the Borrower or the Project, or any other Person; provided that any such offer, gift, payment, 
promise or authorization of payment shall not be considered a Prohibited Payment if it is expressly permitted by 
written Applicable Law. 


 
“Sanctioned Territory” means any country or territory that is the subject or target of Sanctions. 
 
“Sanctions” means any economic or financial sanctions, or trade embargoes or restrictive measures, 


implemented, administered or enforced by OFAC, the U.S. Department of State or the U.S. Department of 
Commerce, including through rules, regulations or directives, and any U.S. Executive Orders imposing economic or 
financial sanctions on any individuals, entities or foreign countries or regimes. 
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“Subsidiary Of An Inverted Domestic Corporation” means an entity that is more than fifty percent (50%) 
owned (a) directly by an Inverted Domestic Corporation, or (b) through another entity that is more than fifty percent 
(50%) owned by an Inverted Domestic Corporation. 


 
PART B. REPRESENTATIONS AND WARRANTIES. 


The Borrower represents and warrants to DFC that: 
 
(a) The Borrower and its officers, directors, employees, and agents have complied with applicable Corrupt 


Practices Laws in obtaining all Consents in respect of the Borrower’s business and the Project and have conducted and are 
conducting the Project and the Borrower’s business in compliance with applicable Corrupt Practices Laws.  The Borrower’s 
internal management, compliance policies and procedures, and accounting practices and controls are sufficient to (i) provide 
reasonable assurances of compliance with applicable Corrupt Practices Laws and the prevention of Prohibited Payments 
and (ii) ensure that the Borrower does not provide material or financial support for terrorism, drug trafficking, or human 
trafficking, or order or otherwise direct serious or gross violations of human rights. Neither the Borrower nor any Person 
acting on behalf of the Borrower has made any Prohibited Payment.  


(b) The Borrower and each entity owned or controlled by the Borrower is in compliance with the applicable 
requirements of (1) the Anti-Money Laundering Laws, (2) Sanctions, and (3) all other applicable export control, anti-boycott 
and sanctions laws relating to its business and facilities. 


(c) The Borrower has not, nor has any Direct Owner or Beneficial Owner, taken or knowingly agreed to take 
actions within the past three (3) years, which demonstrate or otherwise evidence intent to comply with, further, or support 
any boycott in violation of Section 1773(a) of the Export Control Reform Act of 2018, 58 U.S.C. § 4842(a) (subtitle B of 
title XVII of Public Law 115–232). 


(d) None of the Borrower, its directors, members of its senior management, its subsidiaries (if any), any of the 
Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or 
representatives, is a Person that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise 
the subject or target of Sanctions. 


(e) No event has occurred and no condition exists that is likely to result in the debarment or suspension of the 
Borrower from contracting with the U.S. Government or any agency or instrumentality thereof, and the Borrower is not 
now and has not been subject to any such debarment or suspension. 


(f) The Borrower is not an Inverted Domestic Corporation nor is it a Subsidiary Of An Inverted Domestic 
Corporation. 


PART C. COVENANTS. 


(a) The Borrower shall comply with and conduct its business in compliance with the applicable requirements 
of (a) all Corrupt Practices Laws, (b) the Anti-Money Laundering Laws, (c) Sanctions, and (d) all other applicable export 
control, anti-boycott and sanctions laws relating to its business and facilities. 


(b) The Borrower shall maintain internal management, compliance policies and procedures, and accounting 
practices and controls that are sufficient to (i) provide reasonable assurances of compliance with applicable Corrupt 
Practices Laws and the prevention of Prohibited Payments, and (ii) ensure that the Borrower does not provide material or 
financial support for terrorism, drug trafficking, or human trafficking, or order or otherwise direct serious or gross violations 
of human rights.   


(c) None of the Borrower, its directors, members of its senior management, any of the Direct Owners or the 
Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, shall be a Person 
that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise the subject or target of 
Sanctions. 
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(d) The Borrower shall not, and shall ensure that none of its directors, officers, employees, Affiliates, agents, 
or Persons acting on its behalf will, directly or indirectly, use, lend, make payments of, contribute or otherwise make 
available, all or any part of proceeds of the Loan to fund any trade, business, or other activities (i) involving or for the 
benefit of any Person included in any OFAC List or otherwise the subject or target of Sanctions, (ii) in any country or 
territory that is a Sanctioned Territory, or (iii) that could result in any Person (including DFC) being in breach of Sanctions, 
becoming included in any OFAC List, or otherwise becoming the subject or target of Sanctions. 


(e) Neither the Borrower nor any Person acting on behalf of the Borrower shall make any Prohibited Payment. 


(f) The Borrower shall not use the proceeds of the Loan in a manner or for a purpose that would violate 
applicable Corrupt Practices Laws. 


(g) The Borrower shall not use the proceeds of the Loan to directly or indirectly pay for any activity designed 
to support or defeat the enactment of legislation, appropriations or regulations proposed or pending before any legislative 
body other than technical or factual presentations related to the Borrower’s business or the Project in response to a 
documented request made by a member of that legislative body. 


(h) The Borrower shall not use the proceeds of the Loan to: (a) pay for the performance of abortions as a method 
of family planning; (b) motivate or coerce any person to practice abortions; (c) pay for the performance of involuntary 
sterilizations as a method of family planning; (d) coerce or provide any financial incentive to any person to undergo 
sterilizations; or (e) pay for any biomedical research which relates, in whole or in part, to methods of, or the performance 
of, abortions or involuntary sterilization as a means of family planning. 


PART D. EVENTS OF DEFAULT. 


(a) The Borrower fails to comply with any covenant or provision set forth in Part C (Covenants) of this 
Schedule Z. 





		DFC may retain such advisors and legal counsel, as determined by DFC in its sole discretion to be necessary from time to time at any time, until the Loan is indefeasibly repaid in full. 

		Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s reasonable and documented out-of-pocket costs and expenses incurred, in each case, in connection with the negotiation, preparation, execution, delivery of and Disbursements under the Financing Documents, including fees, costs, and expenses associated with (a) communications and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, authentication, registration, and recordation of any of the Financing Documents, (d) preparation of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original Transaction Documents (where necessary or advisable for the preservation or enforcement of DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and closing set for each Disbursement, and (g) termination of the Transaction Documents and all Liens created pursuant to the Security Documents.

		The Borrower shall also pay the documented fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, in each case, in connection with (i) any amendment, waiver, consent or other modification of the Financing Documents and (ii) preserving in full force and effect, or enforcing its rights under, any Financing Document.

		“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, the final maturity of which, by its terms or by the terms of any agreement related to it, falls due more than one year after the date of its incurrence.

		(a) the Commercial Operations Date has occurred;

		(b) each of the applicable acceptance tests under the Project Documents has been completed and approved by the Borrower and the Independent Engineer; 

		(c) additional physical completion conditions to be detailed in the Finance Agreement;

		(d) additional financial completion conditions to be detailed in the Finance Agreement; 

		(e) all Consents then required to be obtained for the operation of the Project have been obtained;

		(f) no fines or penalties are outstanding against the Borrower under any Project Document;

		(g) there are no outstanding claims by subcontractors and suppliers in respect of the construction of the Project or any part thereof (other than claims being contested in good faith and with respect to which the Borrower has made adequate reserves in accordance with the Accounting Standards);

		(h) the Borrower is in compliance with the insurance requirements set forth in the Finance Agreement;

		(i) the Site, facilities and equipment constituting the Project have been developed, constructed and become operational in accordance with Applicable Law, including all Applicable Laws regarding the environment, health and safety, and social performance;

		(j) DFC has received a certificate of the Independent Engineer confirming that each of the requirements set forth in paragraphs (a) through (b) above have been satisfied; and

		(k) DFC has received a certificate of the Borrower certifying that each of the requirements set forth in paragraphs (a) through (j) above has been satisfied.
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Kodak Pharmaceuticals, Inc. 
 


Kodak – API/KSM Manufacturer -- US 
 


 Term Sheet  
 


This term sheet is provided for discussion purposes only so as to develop a framework understanding of the proposed 
transaction.  The term sheet has not been approved by DFC and does not indicate a commitment by DFC to participate in 


this transaction. The terms and conditions of the Loan are not limited to those set forth herein.  Matters that are not 
covered by the provisions hereof are subject to the approval and agreement of the parties. 


 
 


1. Project ID: DFC/DPA/[_________] 
  
2. Lender: United States International Development Finance Corporation (“DFC”). 
  
3. Borrower:   Kodak Pharmaceuticals, Inc., a corporation organized and existing under the laws of Delaware 


(the “Borrower”). 
  
4. Project: The proceeds of the Loan will be used to finance (a) construction of a new manufacturing facility; 


(b) renovation of an existing manufacturing facility manufacturing and testing of Key Starting 
Materials (“KSMs”) and Active Pharmaceutical Ingredients (“APIs”); (c) procurement and 
storage of KSMs; (d) construction of new API storage facility and procurement of equipment; (e) 
construction of diagnostic reagent manufacturing facility; and (f) development of KSM 
manufacturing processes in Rochester, New York (the “Project”). 


  
5. Commitment 


Amount: 
Principal amount not to exceed $765,000,000 (the “Commitment”, and the loan in relation 
thereto, the “Loan”).  The Loan shall not exceed the amount of the Commitment.   
 


  
6. [Intentionally 


Omitted] 
 


  
7. Loan Term and 


Repayment: 
Not more than thirteen and one-half (13½) years from the date of the first Disbursement (the 
“Term”).  The Term consists of (a) a grace period, not to exceed three and one-half (3½) years, 
beginning on the date of the first Disbursement and ending on the date of the final Disbursement 
(the “Grace Period”), followed by (b) a principal repayment period during which the Loan shall 
be repaid in approximately equal installments on Principal Repayment Dates, commencing on the 
first Principal Repayment Date to occur following the expiration of the Grace Period and ending 
on the date that is 10 years after the expiration of the Grace Period (the “Maturity Date”).  
 
Any Loan amounts repaid or prepaid cannot be reborrowed. 


  
8. Interest Rate: 2% plus the DFC Cost of Funds, expressed as a rate per annum (such sum, the “Interest Rate”). 
  
9. Total Project 


Costs: 
  


10. Maximum 
Leverage: 


The Loan and any other debt associated with the Project shall not exceed 80% of Total Project 
Costs. 


  


(b) (4)
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11. Base Equity 
Requirement: 


Not less than 20% of Total Project Costs, which shall be contributed in cash, real estate, or other 
assets (machinery and equipment) acceptable to DFC as equity in the project. 
 
All base equity contributions shall be required to be made, and perfected as collateral by DFC, as 
a condition to the first Disbursement. 


  
12. [Intentionally 


Omitted] 
 


  
13. Commitment 


Period: 
A period not to exceed three and one-half (3½) years, beginning on the date of the Finance 
Agreement and ending on the last Interest Payment Date to occur prior to the earlier of (x) the 
last day of the Grace Period, and (y) the Commercial Operations Date (the “Commitment 
Period”).  In addition, the Commitment Period shall expire (a) no later than the date that is eight 
(8) years after the date of the Finance Agreement, and (b) automatically on the first date on which 
the Commitment equals zero. 


  
14. Disbursements: During the Commitment Period, the Borrower may request disbursements of the Loan (each, a 


“Disbursement”) in accordance with the following terms and conditions:   
 
(a) The Borrower shall deliver a Disbursement Request in the form attached to the Finance 


Agreement not fewer than ten (10) business days before the date of the Disbursement.   
 


(b) On or prior to the date of the Disbursement Request, DFC shall have received satisfactory 
evidence that each condition precedent applicable to the Disbursement has been satisfied or 
waived.   


 
(c) There shall be no more than one (1) Disbursement in each fiscal quarter and no more than 


four (4) total Disbursements.   
 


(d) Each Disbursement shall be in an amount of not less than and not greater than 
   


  
15. Principal 


Repayment Dates: 
Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Principal Repayment 
Dates”). 
 
 


16. Interest Payment 
Dates: 


Quarterly on January 1, April 1, July 1, and October 1 of each year (the “Interest Payment 
Dates”). 


  
17. Payment of 


Interest: 
The Borrower shall pay interest accrued at the Interest Rate on the outstanding principal balance 
of each Note in arrears on each Interest Payment Date to occur following the first Disbursement; 
provided, that if the Interest Payment Date immediately following any Disbursement occurs 
within fifteen (15) business days after such Disbursement, the Borrower shall make its first 
interest payment under the related Note on the second Interest Payment Date following such 
Disbursement. 


  
18. Default Interest: If the Borrower fails to pay when due any amount due to DFC under any Financing Document, 


interest shall accrue on such unpaid amount at the rate of (a) with respect to amounts due under a 
Note, two percent (2.0%) per annum over and above the Interest Rate specified in the Note, and 
(b) with respect to any other amounts due, two percent (2.0%) per annum above the highest 
Interest Rate set forth in any Note then outstanding. 


  


(b) (4)
(b) (4)
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19. Key Person 
Requirements: 


At all times from and after the first Closing Date until January 1, 2025, each Key Person shall 
dedicate a significant amount of their time to the management of the Borrower. 


  
20. Voluntary 


Prepayment: 
At any time following the last day of the Commitment Period, upon not fewer than five (5) 
business days’ prior notice to DFC, the Borrower may prepay the Loan in whole or in part, 
together with the payment to DFC of (a) interest accrued to the date of prepayment on the portion 
of the principal amount of each Note that is to be prepaid in the case of a prepayment on an 
Interest Payment Date or a prepayment in whole, and (b) a premium calculated as a percentage 
of the Loan amount prepaid as follows: 
 
Year following expiration of Commitment Period: Prepayment Premium: 
 Year 1  3% 
 Year 2  2% 
 Year 3  1% 
 Year 4 and thereafter  None 
 
All voluntary prepayments shall be applied to principal installments in the inverse order of 
maturity and shall be applied pro rata across outstanding Notes. 


  
21. Mandatory 


Prepayment:  
The Borrower shall apply the following amounts in prepayment of the Loan within five (5) 
business days following receipt thereof: 


 
(a) expropriation proceeds;  
(b) casualty proceeds above a threshold amount to be agreed; 
(c) casualty proceeds falling within threshold amounts to be agreed that are not applied or 


committed to the repair or replacement of assets insured thereby within one hundred eighty 
(180) days after receipt by the Borrower; 


(d) the net proceeds of any sale of any asset (other than any capital asset that is replaced with a 
capital asset of equal or greater value);  


(e) any performance liquidated damages, termination payments or other similar damages or 
indemnity payments under or in connection with the Project Documents (but excluding delay 
liquidated damages, availability liquidated damages, and similar revenue replacement 
damages); and 


(f) all amounts held in the Restricted Payment Account, in the event that any amount has been 
held in the Restricted Payment Account for two consecutive Interest Payment Dates because 
of the Borrower’s failure to satisfy the Restricted Payment Conditions. 
 


All mandatory prepayments shall be applied to outstanding Notes as determined in the Finance 
Agreement.  


  
22. Commitment Fee: A commitment fee equal to one-half of one percent (0.5%) per annum on the undisbursed and 


uncancelled amount of the Commitment, accruing on a daily basis for each day of the 
Commitment Period, is to be paid to DFC in arrears on each Interest Payment Date and on the 
last day of the Commitment Period. 


  
23. Cancellation Fee:  The Borrower may cancel any part of the undisbursed Commitment at any time upon payment of 


a cancellation fee equal to one percent (1%) of the amount cancelled (the “Cancellation Fee”), 
provided, that the Borrower demonstrates to DFC’s satisfaction that there are sufficient funds 
available to construct and operate the Project. Any part of the Commitment not disbursed at the 
end of the Commitment Period or terminated for any reason shall be deemed to have been 
cancelled and the Cancellation Fee shall apply.  
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24. [Intentionally 
Omitted]: 


 


  
25. Maintenance Fee: The Borrower shall pay to DFC a maintenance fee in the amount of $20,000 per year, which fee 


shall be payable on the first anniversary of the Interest Payment Date immediately following the 
date of the initial Disbursement, and on each subsequent anniversary thereof for so long as any 
portion of the Loan remains outstanding.   


  
26. Taxes: All sums payable by the Borrower under the Finance Agreement or other Financing Documents 


shall be paid in full.  If the Borrower is required by applicable law to deduct any taxes from or to 
withhold any taxes in respect of any amount payable to DFC under the Finance Agreement or 
under any Financing Document, then the Borrower shall pay such additional amount as may be 
necessary so that the actual amount received by DFC after such deductions or withholdings equals 
the full amount stated to be payable under the Financing Documents. 


  
27. Payments of or 


Reimbursement 
of Expenses: 


DFC may retain such advisors, including the Advisors and legal counsel, as determined by DFC 
in its sole discretion to be necessary from time to time at any time until the Loan is indefeasibly 
repaid in full.  


Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and 
expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s 
reasonable and documented out-of-pocket costs and expenses incurred, in each case, in 
connection with the negotiation, preparation, execution, delivery of and disbursements under the 
Financing Documents, including fees, costs, and expenses associated with (a) communications 
and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, 
authentication, registration, and recordation of any of the Financing Documents, (d) preparation 
of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original 
Transaction Documents (where necessary or advisable for the preservation or enforcement of 
DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction 
Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and 
closing set for each Disbursement, and (g) termination of the Transaction Documents and all 
Liens created pursuant to the Security Documents.   


The Borrower shall also pay the fees, costs and expenses of such advisors and legal counsel, and 
pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, in each case, 
in connection with (i) any amendment, waiver, consent or other modification of the Financing 
Documents and (ii) preserving in full force and effect, or enforcing its rights under, any Financing 
Document. 


28. Project 
Documents: 


The following documents will be referred to as the Project Documents: 
  
(a) All contracts relating to the design and construction of the Project exceeding a value of 


$200,000; 
(b) all contracts for the lease of equipment or facilities for the Project exceeding a value of 


$100,000; 
(c) all contracts to provide services to the Project exceeding a value of $200,000; and 
(d) any other documents designated as such by DFC and the Borrower.  


  
29. Financing 


Documents: 
The terms and conditions of the Loan shall be set forth in a definitive finance agreement, between 
DFC and the Borrower (the “Finance Agreement”).  
 
The following documents will be referred to as the Financing Documents: 
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(a) the Finance Agreement; 
(b) each Note; 
(c) the Equity Contribution Agreement among the Direct Owners, the Sponsor, the Borrower, 


and DFC (the “Equity Contribution Agreement”)]; 
(d) the Security Documents; 
(e) the direct agreements with Project Document counterparties; and 
(f)  any other documents designated as such by DFC and the Borrower. 


 
 
The Financing Documents will require, among other key provisions:  
 
(a) submission to jurisdiction of New Yorkcourts and appointment of an agent for or consent to 


service of process;  
(b) designation of New York law as the governing law of the Financing Documents (other than 


certain of the Security Documents) and the designation of New York law, the laws of the 
state or any other jurisdiction where any secured asset is located, as DFC shall determine, as 
the governing law of the Security Documents; and 


(c) indemnity by the Borrower of DFC and its directors, officers, employees, and agents 
covering any losses of such persons as set forth in the Finance Agreement.. 


  
30. Security; Security 


Documents: 
The Borrower’s obligations to DFC shall be secured by a perfected, registered, recorded, valid 
and enforceable, first priority Lien on (i) all of the Borrower’s assets, of whatever kind and nature, 
whether tangible or intangible, and wherever situated, both now owned and hereafter acquired, 
including all accounts receivable, inventory, general intangibles, equipment, real and personal 
property, accounts, rights under all project agreements, and in the proceeds thereof and (ii) all 
share capital of the Borrower and the Direct Owners. 
 
The following documents will be referred to as the Security Documents: 
 
(a) the Security Agreement;  
(b) the Deed of Trust; and 
(c)  any other documents designated as such by DFC and the Borrower. 


  
31. Conditions 


Precedent to First 
Disbursement: 


The conditions precedent shall be fulfilled, to DFC’s satisfaction in its sole discretion, on or prior 
to the date of the first Disbursement Request. 
 
Conditions precedent to the first Disbursement will be customary for a transaction similar in 
nature, and shall include, inter alia, the following conditions: 


 
(a) DFC shall have completed to its satisfaction its due diligence investigation of the Borrower, 


the Direct Owners, the Beneficial Owners, the Project, and all other matters relating thereto, 
and shall have completed on-site due diligence of the Borrower's business and the Site, and 
the results of such investigations and on-site due diligence shall be satisfactory to DFC;  


(b) execution and delivery of definitive Transaction Documents in form and substance 
satisfactory to DFC;   


(c) all base equity contributions shall have been made as set out in Section 11, and after giving 
effect to the Disbursement, the Borrower’s debt-to-equity ratio will not exceed four to one; 


(d) all governmental and third party permits, licenses and consents for the Project then required 
to be in full force and effect shall have been obtained and shall be in full force and effect; 


(e) all Security Documents shall have been properly perfected, filed and registered or recorded 
in any jurisdiction where perfection, filing and registration or recordation is required, as 
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applicable, and all liens or pledges in favor of DFC shall have been properly registered in 
favor of DFC; 


(f) DFC shall have received satisfactory legal opinions from legal counsel acceptable to DFC; 
(g) the Borrower, the Direct Owners, the Sponsor, and the counterparties to key Project 


Documents (to be agreed) shall have irrevocably appointed an agent for service of process 
(or have consented to service of process at their respective U.S. addresses, if applicable) until 
the Maturity Date plus six (6) months and paid the fees of such agent in full; 


(h) DFC shall have received a final financial model for the Project, dated as of the date of the 
first Disbursement, which shall be satisfactory to DFC in form and substance;   


(i) DFC shall have received a final construction budget and construction schedule and a form of 
operating budget, each of which shall be satisfactory to DFC in form and substance; 


(j) DFC shall have received a final report, in form and substance satisfactory to DFC, of each 
Advisor; and 


(k) DFC shall have received the Borrower’s marketing plan, which shall be in form and 
substance satisfactory to DFC (the “Marketing Plan”). 


 
  
32. Conditions 


Precedent to Each 
Disbursement: 


The conditions precedent shall be fulfilled, to DFC’s satisfaction in its sole discretion, on or prior 
to the date of the Disbursement Request. 
 
Conditions precedent to each Disbursement (including the first Disbursement) will be customary 
for a transaction similar in nature, and shall include, inter alia, the following conditions: 
 
(a) all representations and warranties under the Financing Documents shall be true and correct in 


all material respects; 
(b) there shall be no default or event of default in existence at the time of or after giving effect to 


the Disbursement; 
(c) no material adverse effect (to be defined in the Finance Agreement) shall have occurred and 


be continuing; 
(d) all fees and expenses payable by the Borrower shall have been paid in full; 
(e) base equity contributions shall have been made as set out in Section 11, and after giving effect 


to such Disbursement, the Borrower’s debt-to-equity ratio will not exceed four-to-one;  
(f) after giving effect to the [final] Disbursement, the DSR Account and any other applicable 


reserve accounts shall be funded up to the then-required amount(s);  
(g) DFC shall have received from the Independent Engineer a certificate describing the Project’s 


adherence to the construction budget and the construction schedule and such other matters to 
be determined, in form and substance satisfactory to DFC; 


  
33. Financial Ratio 


Covenants: 
Financial ratio covenants to be maintained by the Borrower to monitor ongoing financial 
performance, including, inter alia: 
 
(a) maintain, as of the end of each fiscal quarter following the Commercial Operations Date, a 


Historical Debt Service Coverage Ratio of not less than [TBD] to 1; and 
(b) maintain, as of the end of each fiscal quarter following the Commercial Operations Date, a 


Prospective Debt Service Coverage Ratio of not less than [TBD] to 1. 
  


34. Reporting 
Requirements: 


The Borrower shall comply with reporting requirements customary to a transaction similar in 
nature, including, inter alia: 
 
(a) within 45 days after the end of each fiscal quarter, provide financial statements of the 


Borrower, the Direct Owners, the Sponsor, and other key parties to be agreed prepared in 
English in accordance with the Accounting Standards; 
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(b) within 90 days after the end of each fiscal year, provide audited financial statements of the 
Borrower, the Direct Owners, [the Sponsor], and [other key parties to be agreed] prepared in 
English in accordance with the Accounting Standards; 


(c) within 45 days after the end of each fiscal quarter, provide a report summarizing all related 
party transactions during the preceding fiscal quarter; 


(d) the Borrower shall notify DFC promptly, and in no event later than 30 days, after any material 
deviation from the Marketing Plan occurs, together with a report on its proposed measures 
to address any such deviation; 


(e) within 15 days after the end of each fiscal quarter during the construction period, provide a 
report on the progress and construction of the Project;   


(f) within 30 days after the end of each fiscal quarter during the operating period, provide a 
report on the operations of the Project;  


(g) within 30 days prior to the beginning of the fiscal year, provide a draft annual operating 
budget for review and approval of DFC; and 


(h) within six (6) months after the last Disbursement, provide a certificate setting forth in 
reasonable detail the project costs to which the proceeds of the final Disbursement were 
applied; and 


(i) not later than June 30 of each year, beginning on the first June 30 to occur following the first 
anniversary of the date of the first Disbursement, the DPA Outcomes Survey. 


  
35. Restricted 


Payments: 
 


The Borrower shall not make any Restricted Payment unless, after giving effect to such Restricted 
Payment, each of the following conditions is satisfied: 
 
(a) Project Completion has occurred; 
(b) the Borrower has paid at least one (1) principal installment of the Loan in full and on time 


from revenues generated by the sale of products produced from the Project; 
(c) no default or event of default has occurred and is continuing or will occur after giving effect 


to such Restricted Payment; 
(d) as of the end of the two most recently completed fiscal quarters, the Borrower’s (i) Historical 


Debt Service Coverage Ratio was not less than 1.15 to 1; and (ii) Prospective Debt Service 
Coverage Ratio was not less than 1.25 to 1; 


(e) the DSR Account has been funded to the DSR Requirement; and 
(f) such Restricted Payment will be made on a date that is no less than thirty (30) days following 


any Payment Date. 
  


36. Reserve 
Accounts: 


The Borrower shall establish a debt service reserve account (the “DSR Account”) in New York.  
The initial DSR Account balance shall be funded in an amount not less than the then-current DSR 
Requirement (as defined below) as a condition to the final disbursement.   


  
37. DPA and Project-


Specific Policy 
Requirements: 


The Borrower shall represent and warrant that:  
 
(a) the proceeds of the Loan will be used in accordance with the purposes set forth in the EO and 


Section 302 of the Act, and the Project will (A) support the production or supply of an 
industrial resource, critical technology item, or material that is essential to the national 
defense; and (B) create, maintain, protect, expand, or restore domestic industrial base 
capabilities supporting the national response and recovery to the COVID-19 Outbreak or the 
resiliency of any relevant Domestic Supply Chains; and  


(b) financing for the Project is not otherwise available from private sources on reasonable terms. 
  


38. DFC Statutory 
and Policy 
Requirements: 


The Borrower shall make the representations and warranties set out in Part B (Representations 
and Warranties) of Schedule Z (DFC Statutory and Policy Requirements). 
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The Borrower shall comply with the covenants set out in Part C (Covenants) of Schedule Z (DFC 
Statutory and Policy Requirements). 
 
The event described in Part D (Event of Default) of Schedule Z (DFC Statutory and Policy 
Requirements) shall be an event of default. 


  
39. Sponsor: Eastman Kodak Company.   


  
40. Direct Owners: Eastman Kodak Company. 


 
The Direct Owners hold the direct legal and beneficial title to the Borrower’s capital stock in the 
percentage amounts set forth next to their names in Part I (Direct Owners) of Schedule 1 
(Capitalization) hereto.   


  
41. Beneficial 


Owners: 
The Beneficial Owners hold the indirect legal and beneficial title to the Borrower’s capital stock 
in the percentage amounts set forth next to their names in Part II (Beneficial Owners) of Schedule 
1 (Capitalization) hereto.  


  
42. Ownership 


Structure 
Diagram: 


The diagram in Part III of Schedule 1 (Capitalization) hereto sets out the shareholding of the 
Beneficial Owners and the Direct Owners in the Borrower. 


  
43. Change of 


Ownership and 
Share Transfer 
Restrictions: 


The following will be events of default in the Finance Agreement:  
 
(a) Any Beneficial Owner is or is owned or controlled by one or more Persons that are (A) 


included in any OFAC List or (B) otherwise the subject or target of Sanctions. 
 
(b) Any Person, other than the Beneficial Ten Percent Owners set forth in Part I or Part II of 


Schedule 1 (Capitalization), becomes a Beneficial Ten Percent Owner of the Borrower 
without the prior written consent of DFC. 
 


(c) A foreign government or group of foreign governments, or any Person that is Controlled by 
a foreign government or by a group of foreign governments, Controls the Borrower.   


 
In addition, the Equity Contribution Agreement will include, without limitation, (i) base equity 
contribution undertakings, ongoing equity contribution obligations, customary subordination 
provisions subordinating all amounts owing by the Borrower to the Direct Owners (including in 
connection with any shareholder loans from the Direct Owners to the Borrower) to all amounts 
owing by the Borrower to DFC, restrictions on payments to the Direct Owners and their affiliates 
other than as expressly permitted under the Finance Agreement, customary representations and 
warranties, information (including financial) and reporting covenants, and (ii) provisions, to be 
agreed in the definitive documentation, intended to ensure that the Borrower is owned by persons 
with sufficient financial and technical resources.   


  
44. DFC’s Advisors:  Independent Engineer: [_____] 


 
Insurance Advisor: [_____] 
 
Model Auditor: [_____] 
 
E&S Consultant:  [_____] 
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DFC’s New York Counsel: [_____] 
 


  
45. Borrower’s 


Counsel: 
Borrower’s New York Counsel: [_____] 
 
 


  
46. Selected 


Definitions: 
“Acceptable Letter of Credit” means an unconditional, irrevocable standby letter of credit in favor 
of DFC, in a form acceptable to DFC, issued without recourse to the Borrower by a bank or 
financial institution with a minimum long term credit rating of “A2” or higher by Moody’s or 
“A” or higher by S&P or Fitch. 
 
“Accounting Standards” means GAAP, consistently applied.  
 
“Act” means the Defense Production Act, 50 U.S.C. § 4501 et seq. 
 
“Advisors” means, collectively, the advisors to DFC described in Section 44.   
 
“Applicable Law” means, with respect to a given Person on a given date, any constitution, 
statute, law, rule, regulation, ordinance, judgment, order, decree, Consent of a Governmental 
Authority, or any published directive, guideline, requirement or other governmental restriction 
that has the force of law, or any determination by, or interpretation of any of the foregoing by, 
any judicial authority, that is binding on such Person whether in effect as of the date hereof or 
as of any date thereafter. 
 
Beneficial Owner” means each Person that holds, directly or indirectly, any ownership interest, 
including any voting or economic interest, in the Borrower, excluding any such interest held 
through a Qualified Public Company or a Qualified Investment Fund. 
 
“Beneficial Ten Percent Owner” means each Person that holds, directly or indirectly, ten percent 
(10%) or more of the ownership interest, including any voting or economic interest, in the 
Borrower, excluding any such interest held through a Qualified Public Company or a Qualified 
Investment Fund. 
 
“Cash Flow” of the Borrower, for any period, means the amount resulting from (a) its net income 
for such period, plus (b) all interest expense, any expense for any fees, and depreciation, 
amortization, deferred income taxes, and other non-cash expenses for such period (but only to the 
extent deducted in determining net income), minus (c) the amount of net increase or net decrease 
in working capital between the first day of such period and the last day of such period, minus (d) 
any capital expenditure incurred in such period for repair or replacement of a capital asset. 
 
“Commercial Operations Date” means December 1, 2020. 


 
“Consent” means any registration, declaration, filing, consent, license, right, approval, 
authorization, or permit.  
 
“Control” means possession, directly or indirectly, of power to direct or cause the direction of 
management or policies, whether through ownership of securities or partnership or other 
ownership interests, by contract, or otherwise. of any Person and, in any event, possession, 
directly or indirectly, of more than 50% of the voting or economic interest in any Person. 
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“COVID-19 Outbreak” means the outbreak in the United States of COVID-19 (the disease caused 
by the novel coronavirus known as SARS-CoV-2) described in the EO. 
 
“Debt Service”, for any period, means the sum of all payments of principal, interest, and fees 
made or required to be made by the Borrower in respect of its Indebtedness during such period. 
 
“DFC Cost of Funds” means the per annum, fixed rate of interest determined prior to a 
Disbursement in accordance with the monthly average “U.S. Treasury Constant Maturity Yields” 
for the previous calendar month as published in statistical release H.15 (519) of the Board of 
Governors of the Federal Reserve System, or, if not published as of one (1) business day prior to 
the relevant Closing Date, as calculated by DFC using historical data available for such month, 
taking into account for purposes of such determination (a) the Maturity Date and (b) the following 
constant maturities: (i) the 5-year rate in the case of a final maturity date that is at least 1 year but 
less than 5 years after the date of such Disbursement; (ii) the 7-year rate in the case of a final 
maturity date that is at least 5 years but less than 7 years after the date of such Disbursement; (iii) 
the 10-year rate in the case of a final maturity date that is at least 7 years but less than 10 years 
after the date of such Disbursement; and (iv) the 20-year rate in the case of a final maturity date 
that is at least 10 years but not longer than 20 years after the date of such Disbursement. 


 
“Domestic Supply Chain” means any industrial supply chain within the United States and its 
territories. 
 
“DSR Requirement” means, for any date, an aggregate Dollar amount equal to the aggregate 
amount of Debt Service with respect to all Long-Term Indebtedness for the immediately 
succeeding six-month period. 


 
“EO” means Executive Order No. 13922 issued on May 14, 2020. 
 
“Equity Contributions” means, either, as the context requires: (a) the proceeds of any 
subscription for Borrower shares; and (b) the proceeds of any subordinated shareholder loan 
(whether made or deemed to be made in accordance with the Financing Documents). 
 
“GAAP” means generally accepted accounting principles in the United States of America (as 
amended, supplemented or re-issued from time to time), applied on a consistent basis both as to 
classification of items and amounts. 
 
“Guaranty” means, with respect to any Person (the “guaranteeing person”), any obligation of the 
guaranteeing person guaranteeing or having the economic effect of guaranteeing any 
Indebtedness (the “primary obligation”) of any other Person (the “primary obligor”) in any 
manner, whether directly or indirectly, including, without limitation, any obligation of the 
guaranteeing person, whether or not contingent, (A) to purchase or pay (or advance or supply 
funds for the purchase or payment of) any such primary obligation or to purchase (or advance or 
supply funds for the purchase of) any security for the payment thereof, (B) to purchase or lease 
property, securities, or services for the purpose of assuring the owner of such primary obligation 
of the payment therefor, (C) to maintain working capital, equity capital, or any other financial 
statement condition or liability of the primary obligor so as to enable the primary obligor to pay 
such primary obligation, or (D) as an account party in respect of any letter of credit or letter of 
guaranty issued to support such primary obligation; provided, however, that the term Guaranty 
shall not include endorsements of instruments for deposit or collection in the ordinary course of 
business. 
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“Hedge Agreement” means any interest rate swap agreement, interest rate cap agreement, interest 
rate collar agreement, interest rate insurance, currency swap agreement, currency option, futures 
contract, forward contract or any other similar agreement or arrangement with respect to interest 
rates and currency exchange rates, currencies, commodities or indices or to the hedging of assets 
or liabilities. 
 
“Historical Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the most recently completed four (4) consecutive full fiscal quarters, taken as a single 
accounting period.  
 
“Indebtedness” of any Person means, without duplication, (a) all obligations of such Person for 
borrowed money or with respect to deposits or advances of any kind; (b) all obligations of such 
Person evidenced by bonds, debentures, notes or similar instruments; (c) all obligations of such 
Person upon which interest charges are customarily paid; (d) all obligations of such Person under 
conditional sale or other title-retention agreements relating to property acquired by such Person; 
(e) all obligations of such Person in respect of the deferred purchase price of property or services; 
(f) all Indebtedness of others secured by (or for which the holder of such Indebtedness has an 
existing right, contingent or otherwise, to be secured by) any Lien on property owned or acquired 
by such Person, whether or not the Indebtedness secured thereby has been assumed; (g) all 
Guaranties by such Person of Indebtedness of others; (h) all obligations of such Person under any 
lease of property, real or personal, the obligations of the lessee in respect of which are required 
in accordance with the Accounting Principles to be capitalized on the balance sheet of the lessee; 
(i) all obligations of such Person in respect of any exchange-traded or over-the-counter derivative 
transaction; (j) the currently available amount of all letters of credit issued for the account of such 
Person and, without duplication, all outstanding reimbursement obligations with respect thereto; 
and (k) all obligations of such Person, contingent or otherwise, under trade or bankers’ 
acceptances.  The Indebtedness of any Person shall include the Indebtedness of any other entity 
(including any partnership in which such Person is a general partner) to the extent such Person is 
liable therefor as a result of such Person’s ownership interest in or other relationship with such 
entity, except to the extent the terms of such Indebtedness provide that such Person is not liable 
therefor. 
 
“Key Person” means James V. Continenza. 
 
“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, 
the final maturity of which, by its terms or by the terms of any agreement related to it, falls due 
more than one year after the date of its incurrence. 


“Note” means any promissory note issued by the Borrower pursuant to the Finance Agreement.  
“Person” means an individual, a legal entity, including, a partnership, a joint venture, a 
corporation, a trust, and an unincorporated organization, and a government or any department or 
agency thereof.  
 
“Project Completion” means the fulfillment of the following conditions to the satisfaction of 
DFC. 
 
Physical Completion 
 


(a) the Commercial Operations Date has occurred; 
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(b) each of the applicable acceptance tests under the Project Documents has 
been completed and approved by the Borrower and the Independent Engineer;  


(c) all conditions to the mobilization of the Operator under the O&M 
Agreement have been satisfied; 


(d) [TBD; applicable production metrics]; 


Financial Completion 


(e) the Borrower has paid at least [   ] installment[s] of principal in full and 
on time from revenues generated by the sale of products from the Project;  


(f) as of each of the [__] most recently completed fiscal quarters, the 
Borrower’s: 


(i) Historical Debt Service Coverage Ratio was not less than [__] to 
1; and  


(ii) Prospective Debt Service Coverage Ratio was not less than [__] 
to 1; 


(g) the DSR Account has been funded to the DSR Requirement; 


(h) all liquidated damages then due and payable to the Borrower under any 
Project Document have been paid by the applicable counterparty; 


Legal Completion 


(i) all Consents then required to be obtained for the operation of the Project 
have been obtained; 


(j) no fines or penalties are outstanding against the Borrower under any 
Project Document; 


(k) there are no outstanding claims by subcontractors and suppliers in 
respect of the construction of the Project or any part thereof (other than claims being contested in 
good faith and with respect to which the Borrower has made adequate reserves in accordance with 
the Accounting Standards); 


(l) the Borrower is in compliance with the insurance requirements set forth 
in the Finance Agreement; 


(m) the Site, facilities and equipment constituting the Project have been 
developed, constructed and become operational in accordance with Applicable Law, including all 
Applicable Laws regarding the environment, health and safety, and social performance; 


(n) no default or event of default has occurred and is continuing; 
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(o) DFC has received a certificate of the Independent Engineer confirming 
that each of the requirements set forth in paragraphs (a) through [(d)] above have been satisfied; 
and 


(p) DFC has received a certificate of the Borrower certifying that each of the 
requirements set forth in paragraphs (a) through [(o)] above has been satisfied.] 


“Prospective Debt Service Coverage Ratio” means the ratio of Cash Flow for the most recently 
completed four (4) consecutive full fiscal quarters, taken as a single accounting period, to Debt 
Service for the next succeeding four (4) consecutive full fiscal quarters. 


 
“Qualified Investment Fund” means an investment fund which has delivered a letter to DFC, in 
form and substance satisfactory to DFC, in relation to its anti-money laundering and know your 
customer due diligence policies and procedures. 


 
“Qualified Public Company” means a company (a) whose shares are listed on a recognized 
national securities exchange in the United States and (b) the majority of whose shares are publicly 
held. 
 
“Reserve Accounts” means the DSR Account. 
 
“Reserve Requirements” means the DSR Requirement. 
 
“Restricted Payment” means (a) any dividend or other distribution by the Borrower (in cash, 
property, or obligations) on, or other payment or distribution on account of, or the setting apart 
of money for a sinking or other analogous fund for, or the purchase, redemption, retirement, or 
other acquisition of, any portion of any ownership interest in the Borrower or of any warrants, 
options, or other rights to acquire any such ownership interest; (b) any payment, purchase, or 
retirement or other acquisition of any debt (whether or not subordinated) owed by the Borrower 
to any Shareholder Party or Affiliate thereof (including any deposit or similar payment made to 
secure any such debt or financial obligation); and (c) any payment of development, management 
or operation fees by the Borrower to any Affiliate of the Borrower. 
 
“Site” means [insert description of site and ownership of site]. 
 
“Transaction Documents” means the Financing Documents and the Project Documents. 
 


  







 


 
      Sch. 1-1  


 


SCHEDULE 1 
 


CAPITALIZATION 
 


I. Direct Owners 
 


Name of Direct 
Owner 


Type of Entity / 
Individual 


State or Country of 
Incorporation / 


Nationality 


% Direct Ownership 
of Borrower 


    
    


 
 


II. Beneficial Owners 
 


Name of Beneficial 
Owner 


Type of Entity / 
Individual 


State or Country of 
Incorporation / 


Nationality 


% Indirect 
Ownership of 


Borrower 
    
    
    


 
IIII. Shareholding Diagram 
 
The shareholding of the Direct Owners and the Beneficial Owners in the Borrower is at set out in the following diagram: 
 
[INCLUDE STRUCTURE DIAGRAM SHOWING DIRECT OWNERS AND BENEFICIAL OWNERS] 







 


 


SCHEDULE Z 


DFC STATUTORY AND POLICY REQUIREMENTS 
 


PART A. DEFINITIONS. 


“Anti-Money Laundering Laws” means (a) the Bank Secrecy Act of 1970, Pub. L. No. 91-508, 84 Stat. 1114 
to 1124 (codified as amended in scattered sections of 12 U.S.C., 15 U.S.C., and 31 U.S.C.) as amended by, inter alia, 
the USA PATRIOT Act of 2001, Pub. L. No. 107-56 (codified as amended in scattered sections of the U.S.C.), (b) the 
Money Laundering Control Act of 1986, 18 U.S.C. §§ 1956 and 1957, and (c) any other law, regulation, order, decree 
or directive of any relevant jurisdiction having the force of law and relating to anti-money laundering.  


 
“Corrupt Practices Laws” means (a) the Foreign Corrupt Practices Act of 1977, 15 U.S.C. § 78dd-1 et seq., 


as amended, and (b) any other Applicable Law relating to bribery, corruption, kick-backs, or similar business 
practices. 


 
“Inverted Domestic Corporation” means an entity formed outside of the U.S. which is treated as an inverted 


domestic corporation under Section 835(b) of the Homeland Security Act of 2002, 6 U.S.C. § 395(b). 
 
“OFAC” means the Office of Foreign Assets Control of the U.S. Department of the Treasury, which 


administers and enforces economic and trade sanctions based on U.S. foreign policy and national security goals 
against targeted individuals, organizations, and foreign countries and regimes. 


 
“OFAC Lists” means the Specially Designated Nationals and Blocked Persons List and any other lists 


administered or enforced by OFAC, including but not limited to the Sectoral Sanctions Identifications List, the 
Foreign Sanctions Evaders List, the Palestinian Legislative Council List, and the List of Foreign Financial Institutions 
Subject to Correspondent Account or Payable-Through Account Sanctions, in each case as published by OFAC from 
time to time. 


 
“Official” means (a) an employee, officer, or representative of, or any person otherwise acting in an official 


capacity for or on behalf of a Governmental Authority, (b) any person exercising executive, legislative, judicial, 
regulatory or administrative functions of or pertaining to any Governmental Authority, (c) a candidate for political 
office, (d) an individual who holds any other official, ceremonial, or other appointed or inherited position with a 
government or any of its agencies, or (e) an officer or employee of a public international organization. 


 
“Prohibited Payment” means the giving or making by any Person (such Person, the “Payor”) of any offer, 


gift, payment, promise to pay or authorization of the payment of any money or anything of value, directly or 
indirectly, to or for the use or benefit of any Official (including to or for the use or benefit of any other Person if the 
Payor knows, or has reasonable grounds for believing, that the other Person would use such offer, gift, payment, 
promise or authorization of payment for the benefit of any such Official), for the purpose of influencing any act or 
decision or omission of any Official in order to obtain, retain or direct business to, or to secure any improper benefit 
or advantage for, the Borrower or the Project, or any other Person; provided that any such offer, gift, payment, 
promise or authorization of payment shall not be considered a Prohibited Payment if it is expressly permitted by 
written Applicable Law. 


 
“Sanctioned Territory” means any country or territory that is the subject or target of Sanctions. 
 
“Sanctions” means any economic or financial sanctions, or trade embargoes or restrictive measures, 


implemented, administered or enforced by OFAC, the U.S. Department of State or the U.S. Department of 
Commerce, including through rules, regulations or directives, and any U.S. Executive Orders imposing economic or 
financial sanctions on any individuals, entities or foreign countries or regimes. 
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“Subsidiary Of An Inverted Domestic Corporation” means an entity that is more than fifty percent (50%) 
owned (a) directly by an Inverted Domestic Corporation, or (b) through another entity that is more than fifty percent 
(50%) owned by an Inverted Domestic Corporation. 


 
PART B. REPRESENTATIONS AND WARRANTIES. 


The Borrower represents and warrants to DFC that: 
 
(a) The Borrower and its officers, directors, employees, and agents have complied with applicable Corrupt 


Practices Laws in obtaining all Consents in respect of the Borrower’s business and the Project and have conducted and are 
conducting the Project and the Borrower’s business in compliance with applicable Corrupt Practices Laws.  The Borrower’s 
internal management, compliance policies and procedures, and accounting practices and controls are sufficient to (i) provide 
reasonable assurances of compliance with applicable Corrupt Practices Laws and the prevention of Prohibited Payments 
and (ii) ensure that the Borrower does not provide material or financial support for terrorism, drug trafficking, or human 
trafficking, or order or otherwise direct serious or gross violations of human rights. Neither the Borrower nor any Person 
acting on behalf of the Borrower has made any Prohibited Payment.  


(b) The Borrower and each entity owned or controlled by the Borrower is in compliance with the applicable 
requirements of (1) the Anti-Money Laundering Laws, (2) Sanctions, and (3) all other applicable export control, anti-boycott 
and sanctions laws relating to its business and facilities. 


(c) The Borrower has not, nor has any Direct Owner or Beneficial Owner, taken or knowingly agreed to take 
actions within the past three (3) years, which demonstrate or otherwise evidence intent to comply with, further, or support 
any boycott in violation of Section 1773(a) of the Export Control Reform Act of 2018, 58 U.S.C. § 4842(a) (subtitle B of 
title XVII of Public Law 115–232). 


(d) None of the Borrower, its directors, members of its senior management, its subsidiaries (if any), any of the 
Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or 
representatives, is a Person that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise 
the subject or target of Sanctions. 


(e) No event has occurred and no condition exists that is likely to result in the debarment or suspension of the 
Borrower from contracting with the U.S. Government or any agency or instrumentality thereof, and the Borrower is not 
now and has not been subject to any such debarment or suspension. 


(f) The Borrower is not an Inverted Domestic Corporation nor is it a Subsidiary Of An Inverted Domestic 
Corporation. 


PART C. COVENANTS. 


(a) The Borrower shall comply with and conduct its business in compliance with the applicable requirements 
of (a) all Corrupt Practices Laws, (b) the Anti-Money Laundering Laws, (c) Sanctions, and (d) all other applicable export 
control, anti-boycott and sanctions laws relating to its business and facilities. 


(b) The Borrower shall maintain internal management, compliance policies and procedures, and accounting 
practices and controls that are sufficient to (i) provide reasonable assurances of compliance with applicable Corrupt 
Practices Laws and the prevention of Prohibited Payments, and (ii) ensure that the Borrower does not provide material or 
financial support for terrorism, drug trafficking, or human trafficking, or order or otherwise direct serious or gross violations 
of human rights.   


(c) None of the Borrower, its directors, members of its senior management, any of the Direct Owners or the 
Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, shall be a Person 
that is, or is owned or controlled by Persons that are, included in any OFAC List or otherwise the subject or target of 
Sanctions. 







 


      Sch. Z - 3  


 


(d) The Borrower shall not, and shall ensure that none of its directors, officers, employees, Affiliates, agents, 
or Persons acting on its behalf will, directly or indirectly, use, lend, make payments of, contribute or otherwise make 
available, all or any part of proceeds of the Loan to fund any trade, business, or other activities (i) involving or for the 
benefit of any Person included in any OFAC List or otherwise the subject or target of Sanctions, (ii) in any country or 
territory that is a Sanctioned Territory, or (iii) that could result in any Person (including DFC) being in breach of Sanctions, 
becoming included in any OFAC List, or otherwise becoming the subject or target of Sanctions. 


(e) Neither the Borrower nor any Person acting on behalf of the Borrower shall make any Prohibited Payment. 


(f) The Borrower shall not use the proceeds of the Loan in a manner or for a purpose that would violate 
applicable Corrupt Practices Laws. 


(g) The Borrower shall not use the proceeds of the Loan to directly or indirectly pay for any activity designed 
to support or defeat the enactment of legislation, appropriations or regulations proposed or pending before any legislative 
body other than technical or factual presentations related to the Borrower’s business or the Project in response to a 
documented request made by a member of that legislative body. 


(h) The Borrower shall not use the proceeds of the Loan to: (a) pay for the performance of abortions as a method 
of family planning; (b) motivate or coerce any person to practice abortions; (c) pay for the performance of involuntary 
sterilizations as a method of family planning; (d) coerce or provide any financial incentive to any person to undergo 
sterilizations; or (e) pay for any biomedical research which relates, in whole or in part, to methods of, or the performance 
of, abortions or involuntary sterilization as a means of family planning. 


PART D. EVENTS OF DEFAULT. 


(a) The Borrower fails to comply with any covenant or provision set forth in Part C (Covenants) of this 
Schedule Z. 





		DFC may retain such advisors, including the Advisors and legal counsel, as determined by DFC in its sole discretion to be necessary from time to time at any time until the Loan is indefeasibly repaid in full. 

		Upon request, the Borrower shall promptly pay all reasonable and documented fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s reasonable and documented out-of-pocket costs and expenses incurred, in each case, in connection with the negotiation, preparation, execution, delivery of and disbursements under the Financing Documents, including fees, costs, and expenses associated with (a) communications and in-person meetings, (b) preparation of any documents, (c) perfection, notarization, authentication, registration, and recordation of any of the Financing Documents, (d) preparation of a monitoring memorandum for DFC’s use, (e) preparation and delivery of certain original Transaction Documents (where necessary or advisable for the preservation or enforcement of DFC’s rights under the Transaction Documents) and an electronic closing set of the Transaction Documents for DFC’s use, (f) preparation, delivery and management of a closing checklist and closing set for each Disbursement, and (g) termination of the Transaction Documents and all Liens created pursuant to the Security Documents.  

		The Borrower shall also pay the fees, costs and expenses of such advisors and legal counsel, and pay or reimburse DFC for all of DFC’s out-of-pocket costs and expenses incurred, in each case, in connection with (i) any amendment, waiver, consent or other modification of the Financing Documents and (ii) preserving in full force and effect, or enforcing its rights under, any Financing Document.

		“Long-term Indebtedness” means, in accordance with Accounting Standards, any Indebtedness, the final maturity of which, by its terms or by the terms of any agreement related to it, falls due more than one year after the date of its incurrence.

		(a) the Commercial Operations Date has occurred;

		(b) each of the applicable acceptance tests under the Project Documents has been completed and approved by the Borrower and the Independent Engineer; 

		(c) all conditions to the mobilization of the Operator under the O&M Agreement have been satisfied;

		(d) [TBD; applicable production metrics];

		(e) the Borrower has paid at least [   ] installment[s] of principal in full and on time from revenues generated by the sale of products from the Project; 

		(f) as of each of the [__] most recently completed fiscal quarters, the Borrower’s:

		(i) Historical Debt Service Coverage Ratio was not less than [__] to 1; and 

		(ii) Prospective Debt Service Coverage Ratio was not less than [__] to 1;



		(g) the DSR Account has been funded to the DSR Requirement;

		(h) all liquidated damages then due and payable to the Borrower under any Project Document have been paid by the applicable counterparty;

		(i) all Consents then required to be obtained for the operation of the Project have been obtained;

		(j) no fines or penalties are outstanding against the Borrower under any Project Document;

		(k) there are no outstanding claims by subcontractors and suppliers in respect of the construction of the Project or any part thereof (other than claims being contested in good faith and with respect to which the Borrower has made adequate reserves in accordance with the Accounting Standards);

		(l) the Borrower is in compliance with the insurance requirements set forth in the Finance Agreement;

		(m) the Site, facilities and equipment constituting the Project have been developed, constructed and become operational in accordance with Applicable Law, including all Applicable Laws regarding the environment, health and safety, and social performance;

		(n) no default or event of default has occurred and is continuing;

		(o) DFC has received a certificate of the Independent Engineer confirming that each of the requirements set forth in paragraphs (a) through [(d)] above have been satisfied; and

		(p) DFC has received a certificate of the Borrower certifying that each of the requirements set forth in paragraphs (a) through [(o)] above has been satisfied.]

		SCHEDULE Z

		PART A. dEFINITIONS.

		PART B. rEPRESENTATIONS AND WARRANTIES.

		(a) The Borrower and its officers, directors, employees, and agents have complied with applicable Corrupt Practices Laws in obtaining all Consents in respect of the Borrower’s business and the Project and have conducted and are conducting the Project ...

		(b) The Borrower and each entity owned or controlled by the Borrower is in compliance with the applicable requirements of (1) the Anti-Money Laundering Laws, (2) Sanctions, and (3) all other applicable export control, anti-boycott and sanctions laws r...

		(c) The Borrower has not, nor has any Direct Owner or Beneficial Owner, taken or knowingly agreed to take actions within the past three (3) years, which demonstrate or otherwise evidence intent to comply with, further, or support any boycott in violat...

		(d) None of the Borrower, its directors, members of its senior management, its subsidiaries (if any), any of the Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, is a Person ...

		(e) No event has occurred and no condition exists that is likely to result in the debarment or suspension of the Borrower from contracting with the U.S. Government or any agency or instrumentality thereof, and the Borrower is not now and has not been ...

		(f) The Borrower is not an Inverted Domestic Corporation nor is it a Subsidiary Of An Inverted Domestic Corporation.



		PART C. COVENANTS.

		(a) The Borrower shall comply with and conduct its business in compliance with the applicable requirements of (a) all Corrupt Practices Laws, (b) the Anti-Money Laundering Laws, (c) Sanctions, and (d) all other applicable export control, anti-boycott ...

		(b) The Borrower shall maintain internal management, compliance policies and procedures, and accounting practices and controls that are sufficient to (i) provide reasonable assurances of compliance with applicable Corrupt Practices Laws and the preven...

		(c) None of the Borrower, its directors, members of its senior management, any of the Direct Owners or the Beneficial Owners or, to the knowledge of the Borrower, any of its employees, agents or representatives, shall be a Person that is, or is owned ...

		(d) The Borrower shall not, and shall ensure that none of its directors, officers, employees, Affiliates, agents, or Persons acting on its behalf will, directly or indirectly, use, lend, make payments of, contribute or otherwise make available, all or...

		(e) Neither the Borrower nor any Person acting on behalf of the Borrower shall make any Prohibited Payment.

		(f) The Borrower shall not use the proceeds of the Loan in a manner or for a purpose that would violate applicable Corrupt Practices Laws.

		(g) The Borrower shall not use the proceeds of the Loan to directly or indirectly pay for any activity designed to support or defeat the enactment of legislation, appropriations or regulations proposed or pending before any legislative body other than...

		(h) The Borrower shall not use the proceeds of the Loan to: (a) pay for the performance of abortions as a method of family planning; (b) motivate or coerce any person to practice abortions; (c) pay for the performance of involuntary sterilizations as ...



		PART D. EVENTS OF DEFAULT.

		(a) The Borrower fails to comply with any covenant or provision set forth in Part C (Covenants) of this Schedule Z.
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July 28, 2020 
 
Jim Continenza 
Executive Chairman and CEO 
Eastman Kodak Company 
343 State Street 
Rochester, New York 14650 
  
Subject: Request for Support under the DFC-DPA Loan Program  
 
Dear Mr. Continenza: 
 
As you know, the President delegated to the Chief Executive Officer of the U.S. International 
Development Finance Corporation (“DFC”) authority under title III of the Defense Production Act 
(“DPA”) to make loans to create, maintain, protect, expand, and restore the domestic industrial base 
capabilities, including supply chains within the United States and its territories, needed to respond to the 
COVID-19 outbreak.  We have preliminarily reviewed your proposal to establish a U.S. Center of 
Excellence for the Production of Key Starting Materials & Active Pharmaceutical Ingredients for 
Essential Medicines (the “Project”) by Eastman Kodak Company (to be replaced by a SPV) (the 
“Company”).  This letter is to indicate DFC’s intention to proceed with your application for a loan for 
the Project, in accordance with the terms of the non-binding term sheet negotiated between DFC and the 
Company, subject to DFC’s comprehensive review and approval process and the conditions in the term 
sheet. 
 
DFC’s comprehensive review process includes, without limitation, final confirmation of the Project’s 
eligibility for the DFC-DPA loan program, economic/financial viability, compliance with environmental 
requirements, compliance with legal and regulatory requirements, know your customer due diligence on 
the Company and other parties involved in the Project, and any other due diligence requirements that 
may be identified during DFC’s review process.  The results of our due diligence would need to be 
submitted to relevant levels of DFC management for review and approval.  As you may expect, DFC 
cannot, without satisfactory completion of this process, enter into any commitments for this Project and 
this letter is not and cannot be deemed to be an agreement or commitment by DFC to provide support 
for the Project. 
 
DFC looks forward to continuing to work with you on your request for DFC-DPA loan support for the 
Project. 
 
Very truly yours,      Acknowledged: 


 
 


_____________________________    _____________________________  
 


Adam Boehler      Jim Continenza 







Chief Executive Officer     Executive Chairman and CEO of 
U.S. International Development Finance Corporation Eastman Kodak Company, on behalf of an 


entity to be formed 
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July 28, 2020 
 
Jim Continenza 
Executive Chairman and CEO 
Eastman Kodak Company 
343 State Street 
Rochester, New York 14650 
  
Subject: Request for Support under the DFC-DPA Loan Program  
 
Dear Mr. Continenza: 
 
As you know, the President delegated to the Chief Executive Officer of the U.S. International 
Development Finance Corporation (“DFC”) authority under title III of the Defense Production Act 
(“DPA”) to make loans to create, maintain, protect, expand, and restore the domestic industrial base 
capabilities, including supply chains within the United States and its territories, needed to respond to the 
COVID-19 outbreak.  We have preliminarily reviewed your proposal to establish a U.S. Center of 
Excellence for the Production of Key Starting Materials & Active Pharmaceutical Ingredients for 
Essential Medicines (the “Project”) by Eastman Kodak Company (to be replaced by a SPV) (the 
“Company”).  This letter is to indicate DFC’s intention to proceed with your application for a loan for 
the Project, in accordance with the terms of the non-binding term sheet negotiated between DFC and the 
Company, subject to DFC’s comprehensive review and approval process. 
 
DFC’s comprehensive review process includes, without limitation, final confirmation of the Project’s 
eligibility for the DFC-DPA loan program, economic/financial viability, compliance with environmental 
requirements, compliance with legal and regulatory requirements, know your customer due diligence on 
the Company and other parties involved in the Project, and any other due diligence requirements that 
may be identified during DFC’s review process.  The results of our due diligence would need to be 
submitted to relevant levels of DFC management for review and approval.  As you may expect, DFC 
cannot, without satisfactory completion of this process, enter into any commitments for this Project and 
this letter is not and cannot be deemed to be an agreement or commitment by DFC to provide support 
for the Project. 
 
DFC looks forward to continuing to work with you on your request for DFC-DPA loan support for the 
Project. 
 
Very truly yours,      Acknowledged: 


 
 


_____________________________    _____________________________  
 


Adam Boehler      Jim Continenza 







Chief Executive Officer     Executive Chairman and CEO of 
U.S. International Development Finance Corporation Eastman Kodak Company, on behalf of an 


entity to be formed 
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July 28, 2020 
 
Jim Continenza 
Executive Chairman and CEO 
Eastman Kodak Company 
343 State Street 
Rochester, New York 14650 
  
Subject: Request for Support under the DFC-DPA Loan Program  
 
Dear Mr. Continenza: 
 
As you know, the President delegated to the Chief Executive Officer of the U.S. International 
Development Finance Corporation (“DFC”) authority under title III of the Defense Production Act 
(“DPA”) to make loans to create, maintain, protect, expand, and restore the domestic industrial base 
capabilities, including supply chains within the United States and its territories, needed to respond to the 
COVID-19 outbreak.  We have preliminarily reviewed your proposal to establish a U.S. Center of 
Excellence for the Production of Key Starting Materials & Active Pharmaceutical Ingredients for 
Essential Medicines (the “Project”) by Eastman Kodak Company (to be replaced by a SPV) (the 
“Company”).   This letter is to indicate DFC’s willingness to consider your application for a loan for the 
Project, subject to DFC’s comprehensive review and approval process.   
 
DFC’s comprehensive review process includes, without limitation, confirmation of the Project’s 
eligibility for the DFC-DPA loan program, economic/financial viability, compliance with environmental 
requirements, compliance with legal and regulatory requirements, know your customer due diligence on 
the Company and other parties involved in the Project, and any other due diligence requirements that 
may be identified during DFC’s review process.  The results of our due diligence would need to be 
submitted to relevant levels of DFC management for review and approval.  As you may expect, DFC 
cannot, without satisfactory completion of this process, enter into any commitments for this Project and 
this letter is not and cannot be deemed to be an agreement or commitment by DFC to provide support 
for the Project. 
 
DFC looks forward to continuing to work with you on your request for DFC-DPA loan support for the 
Project. 
 
Very truly yours,      Witness: 


 
 


_____________________________    _____________________________  
 


Adam Boehler       Jim Continenza 
Chief Executive Officer     Executive Chairman and CEO 
U.S. International Development Finance Corporation Eastman Kodak Company 
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July 28, 2020 
 
Jim Continenza 
Executive Chairman and CEO 
Eastman Kodak Company 
343 State Street 
Rochester, New York 14650 
  
Subject: Request for Support under the DFC-DPA Loan Program  
 
Dear Mr. Continenza: 
 
As you know, the President delegated to the Chief Executive Officer of the U.S. International 
Development Finance Corporation (“DFC”) authority under title III of the Defense Production Act 
(“DPA”) to make loans to create, maintain, protect, expand, and restore the domestic industrial base 
capabilities, including supply chains within the United States and its territories, needed to respond to the 
COVID-19 outbreak.  We have preliminarily reviewed your proposal to establish a U.S. Center of 
Excellence for the Production of Key Starting Materials & Active Pharmaceutical Ingredients for 
Essential Medicines (the “Project”) by Eastman Kodak Company (to be replaced by a SPV) (the 
“Company”).   This letter is to indicate DFC’s willingness to consider your application for a loan for the 
Project, in accordance with the terms of a non-binding term sheet negotiated between DFC and the 
Company, subject to DFC’s comprehensive review and approval process.   
 
DFC’s comprehensive review process includes, without limitation, confirmation of the Project’s 
eligibility for the DFC-DPA loan program, economic/financial viability, compliance with environmental 
requirements, compliance with legal and regulatory requirements, know your customer due diligence on 
the Company and other parties involved in the Project, and any other due diligence requirements that 
may be identified during DFC’s review process.  The results of our due diligence would need to be 
submitted to relevant levels of DFC management for review and approval.  As you may expect, DFC 
cannot, without satisfactory completion of this process, enter into any commitments for this Project and 
this letter is not and cannot be deemed to be an agreement or commitment by DFC to provide support 
for the Project. 
 
DFC looks forward to continuing to work with you on your request for DFC-DPA loan support for the 
Project. 
 
Very truly yours,      Witness: 


 
 


_____________________________    _____________________________  
 


Adam Boehler      Jim Continenza 







Chief Executive Officer     Executive Chairman and CEO 
U.S. International Development Finance Corporation Eastman Kodak Company 
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Kodak Facilities Tour 
June 28, 2020 at 16:15 


 
0:00  Leave Kodak Center (address above) on bus (es); discuss aspects of Eastman Business Park along 


the trip to Syn Chem 
 
0:10 Arrive , Eastman Business Park West, assemble inside, and put on safety gear (hard hats, 


safety glasses, lab coats):  Note: cell phones and other electronic devices must be turned off or 
left at secure location 


 
0:15  Begin tour of chemical mfg site with focus on  which will become part of the pharma SPV 
 
0:35  Return to CR and leave safety gear; retrieve phones 
 
0:40  Leave for Kodak Research Labs; more discussion on aspects of Eastman Business  Park 
 
0:48  Arrive Kodak Research Labs; begin tour with focus on labs/space for Center of Excellence, test 


reagents and the Analytical labs and capability. 
 
1:05  Return to bus, depart for Kodak Center 
 
1:15  Arrive at Kodak Center 
 
1:20  Assemble inside theater 
 
Government Participants:  


1. Adam Boehler 
2. David Glaccum 
3. Peter Navarro 
4. RADM John Polowczyck 
5. Brig Gen David Lyons 
6. Stephanie Patton 
7. David Norquist (?)  
8. Andrew Cuomo (?) 


 
Kodak Participants: 
On Bus: Terry Taber, Jim Continenza 
At : Nagraj Bokinkere 
At KRL: Kevin Williams 
 


(b) (4)


(b) (4)


(b) (4)


(b) (4)







 
 


 


Kodak-DFC Signing Ceremony Scenario  
June 28, 2020 at 17:00 


 
 
Location:  Kodak Center 


200 W Ridge Rd, Rochester, NY 14615 
 
Speakers:   Denisse Goldbarg Chief Marketing Officer, Kodak (Moderator) 
 Governor Andrew Cuomo (TBC) 


Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
Adam Boehler, Chief Executive Officer, DFC 
Deputy Secretary of Defense David Norquist 
POTUS 


 
Signing:  Adam Boehler, CEO, U.S. International Development Finance Corporation 


Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
 
Officiating:  Governor Andrew Cuomo 


Deputy Secretary of Defense David Norquist 
Peter Navarro 
RADM John Polowczyck 
Brig Gen David Lyons 
POTUS 


 
00:00 Goldbarg gives welcoming remarks and introduces Governor Cuomo  


00:01 Governor Cuomo delivers brief remarks  


00:08 Goldbarg introduces Continenza  


00:09 Continenza delivers brief remarks 


00:14 Goldbarg introduces Boehler 


00:15 Boehler delivers remarks 


00:20 Goldbarg introduces Norquist 


00:21  Norquist delivers remarks 


00:26 Boehler introduces live video message from POTUS 


00:27 POTUS delivers remarks and signals DFC and Kodak to sign LOI 


00:37 Boehler and Continenza take seats at signing table  


00:38 Boehler and Continenza sign official documents  


00:39 Signatories shake hands with one another while seated then stand (Photo-op) 


00:40  Goldbarg opens the event up to questions from reporters 


00:50 Boehler and Continenza respond to questions 


00:51 Goldbarg closes the event 


00:52 Ceremony conclude  
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Kodak Facilities Tour 
July 28, 2020 at 15:15 


 
15:15  Leave Kodak Center @ 200 West Ridge Road, Rochester, NY 14615 on bus; discuss aspects of 


Eastman Business Park along the trip to Syn Chem 
 
15:22    Arrive  Eastman Business Park West, assemble inside, and put on safety gear (hard hats, 


safety glasses, lab coats):  Note: cell phones and other electronic devices must be turned off or 
left at secure location (CR) 


 
15:26  Begin tour of chemical mfg site with focus on  which will become part of the pharma SPV 


and the construction site adjacent to  for the hybrid API facility 
 
15:38  Return to CR and leave safety gear; retrieve phones 
 
15:42  Leave  for Kodak Research Labs; more discussion on aspects of Eastman Business  Park 
 
15:50  Arrive Kodak Research Labs; outside view of Labs and inside tour of a representative laboratory 


(Research Labs will be the site of Process R&D Center of Excellence for KSMs & APIs as well 
as site for diagnostic test reagents). 


 
15:55     Depart Kodak Research Labs 
 
15:58    Arrive at Kodak Center 
 
16:00     Assemble inside theater 
 
 
Government Participants:  


1. Adam Boehler 
2. David Glaccum 
3. Peter Navarro 
4. RADM John Polowczyck +1 
5. David Norquist +4 
6. Andrew Cuomo +1 
7. Rachael Baitel 


 
Kodak Participants: 
On Bus: Terry Taber, Jim Continenza 
At : Nagraj Bokinkere 
 


(b) (4)


(b) (4)


(b) (4)


(b) (4)


(b) (4)







 
 


 


Kodak-DFC Signing Ceremony Scenario  
June 28, 2020 at 16:00 


 
Location:  Kodak Theater Center 


200 W Ridge Rd, Rochester, NY 14615 
 
Speakers:   Denisse Goldbarg Chief Marketing Officer, Kodak 


Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
Adam Boehler, Chief Executive Officer, DFC 
Governor Andrew Cuomo  
Peter Navarro, Assistant to the President 
Deputy Secretary of Defense David Norquist 
POTUS 


 
Signing:  Adam Boehler, CEO, U.S. International Development Finance Corporation 


Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
 
Officiating:  Governor Andrew Cuomo 


Deputy Secretary of Defense David Norquist 
Peter Navarro 
RADM John Polowczyck 


 
00:00 Continenza gives welcoming remarks and introduces Boehler  
00:04 Boehler delivers brief remarks  
00:08 Boehler introduces Cuomo 
00:09 Cuomo delivers brief remarks 
00:13 Boehler introduces Navarro 
00:14 Navarro delivers remarks 
00:18 Boehler introduces Norquist 
00:19  Norquist delivers remarks 
00:23 Boehler introduces live video message from POTUS  
00:24 POTUS delivers remarks and signals DFC and Kodak to sign LOI 
00:34 Boehler and Continenza take seats at signing table (others may stand behind to officiate) 
00:35 Boehler and Continenza sign official documents  
00:36 Signatories shake hands with one another while seated then stand (Photo-op) 
 Cuomo and Norquist depart 
00:37  Goldbarg opens the event up to questions from reporters 
00:38 Participants respond to questions 
00:48 Goldbarg closes the event 
00:49 Ceremony conclude 
00:50 Media pull asides begin 
01:00 Media pull asides conclude, depart 












Kodak  Facilities Tour 
Starts at Kodak Center:  200 W Ridge Rd, Rochester, NY 14615 


Date:  June 28, 2020 at XX:00 


Flow of Tour for Tuesday, July 28 
0:00 --- Leave Kodak Center (address above) on bus (es); discuss aspects of Eastman Business Park 
along the trip to Syn Chem 
0:10 --- Arrive , Eastman Business Park West, assemble inside, and put on safety gear (hard hats, 
safety glasses, lab coats):  Note: cell phones and other electronic devices must be turned off or left at 
secure location 
0:15 --- Begin tour of chemical mfg site with focus on  which will become part of the pharma SPV 
0:35 --- Return to CR and leave safety gear; retrieve phones 
0:40 --- Leave  for Kodak Research Labs; more discussion on aspects of Eastman Business Park 
0:48 --- Arrive Kodak Research Labs; begin tour with focus on labs/space for Center of Excellence, test         
reagents and the Analytical labs and capability. 
1:05 --- return to bus, depart for Kodak Center 
1:15 --- arrive at Kodak Center 
1:20 --- assemble inside theater 


Government Participants:  8+ - TBD 


Kodak Participants: 
On Bus: Terry Taber, Jim Continenza 
At : Nagraj Bokinkere 
At KRL: Kevin Williams 


Kodak-DFC Signing Ceremony 
Signing Event Scenario 


Location: Kodak Center 
200 W Ridge Rd, Rochester, NY 14615 


Speakers: Adam Boehler, Chief Executive Officer, U.S. International Development Finance 
Corporation 
Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 
Denisse Goldbarg Chief Marketing Officer, Kodak (Moderator) 


Signing: Adam Boehler, CEO, U.S. International Development Finance Corporation 
Jim Continenza, Executive Chairman and Chief Executive Officer, Kodak 


Attendees: TBD 
Press 


00:00 Goldbarg gives welcoming remarks and introduces Boehler and Continenza 


(b) (4)


(b) (4)


(b) (4)


(b) (4)







 
 


 


00:01 Boehler and Continenza take seats at signing table  


00:02 Boehler and Continenza sign official documents  


00:03 Signatories shake hands with one another while seated then stand (Photo-op) 


00:04 Goldbarg invites Continenza to the podium  


00:05  Continenza makes brief remarks 


00:10 Goldbarg invites Boehler to the podium  


00:11  Boehler makes brief remarks 


00:16  Boehler introduces live video message from President Trump 


00:17 President Trump delivers remarks 


00:22  Goldbarg opens the event up to questions from reporters 


00:32 Boehler and Continenza respond to questions 


00:33 Goldbarg closes the event 


00:35 Ceremony conclude  
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