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Report of Independent Registered Public Accounting Firm

To the Participants and Administrator of
Eastman Investment and Employee Stock Ownership Plan

In our opinion, the accompanying statements of net assets available for benefits and the related statements of changes
in net assets available for benefits present fairly, in all material respects, the net assets available for benefits of
Eastman Investment and Employee Stock Ownership Plan (the “Plan”) at December 31, 200énd December 30, 2006,
and the changes in net assets available for benefits for the periods then ended in conformity with accounting principles
generally accepted in the United States of America. These financial statements are the responsibility of the Plan’s
management. Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits of these statements in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 1, effective for plan years ended after December 15, 2006, FASB Staff Position Nos. AAG
INV-1 and SOP 94-4-1, Reporting of Fully Benefit-Responsive Investment Contracts Held by Certain Investment
Companies Subject to AICPA Investment Company Audit Guide and Defined Contribution Health and Welfare and
Pension Plans, was required to be implemented. Therefore the presentation of the financial statement amounts
includes the presentation of fair value with an adjustment to contract value for such investments.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a

whole. The supplemental Schedule of Assets (Held at End of Year) is presented for the purpose of additional analysis
and is not a required part of the basic financial statements but is supplementary information required by the
Department of Labor's Rules and Regulations for Reporting and Disclosure under the Employee Retirement Income
Security Act of 1974. This supplemental schedule is the responsibility of the Plan's management. The supplemental
schedule has been subjected to the auditing procedures applied in the audits of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

\s\ PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania

June 21, 2007
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Eastman Investment and Employee Stock Ownership Plan

Statements of Net Assets Available for Benefits

December 31, 2006 and December 30, 2006

December

31,

2006

Non-
Participant participant
Directed Directed

Assets

Investments at fair

value $ 1,379,266 $ 102,961
Receivables:

Sponsor 31,009 3,382
Other 1,394 802
Total assets 1,411,669 107,145
Liabilities

Accrued expenses 13 16
Other liabilities 545 879
Total liabilities 558 895

Adjustment from --
fair value to 7,789
contract value for

(in thousands)

Total

$1,482,227

34,391
2,196

1,518,814

29
1,424
1,453

7,789

$

December
30,
2006
Non-

Participant participant

Directed

1,379,245 $

31,009
1,394

1,411,648

13
545
558

5,554

Directed

102,961

3,382
802

107,145

16
879

895

Total

$1,482,206

34,391
2,196

1,518,793

29
1,424
1,453

5,554
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fully
benefit-responsive
investment
contracts

Net assets

available
for plan benefits $ 1,418,900 $ 106,250 $1,525,150 $ 1,416,644 $ 106,250 $1,522,894

The accompanying notes are an integral part of these financial statements.
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Additions to net
assets:

Investment income
(loss)

Interest

Dividends

Net appreciation
(depreciation) in
fair value of
investments

Net investment gain
(loss)

Participant
contributions

Plan Sponsor
contributions
Interfund transfers
Total additions

Deductions from
net assets:

Distributions to and
withdrawals

by participants
Loan transfers, net
Administrative
expenses

$

Edgar Filing: EASTMAN CHEMICAL CO - Form 11-K

Eastman Investment and Employee Stock Ownership Plan

Statements of Changes in Net Assets Available for Benefits

For the Periods Ended December 31, 2006 and December 30, 2006

December
31, 2006
Non-
Participant  participant
Directed Directed

2256 $ --

(in thousands)

Total

$ 2,256

Participant
Directed

$ 26,592
58,845

27,345
112,782
69,396
31,009

17,269
230,456

187,168
556

164

December
30, 2006
Non-
participant
Directed

3,324

14,469

17,792

3,382
(17,269)
3,906

5,213
(556)

Total

26,592
62,169

41,814
130,575
69,396
34,391

234,362

192,381

164



Total deductions

Net increase
(decrease) in net
assets

Net assets available
for plan

benefits at
beginning of period
Net assets available
for plan

benefits at end of
period
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- -- - 187,888 4,657 192,545
2,256 -- 2,256 42,568 (751) 41,817
1,416,644 106,250 1,522,894 1,374,076 107,001 1,481,077

$ 1418900 $ 106,250 $ 1,525,150 $ 1,416,644 $ 106,250 $ 1,522,894
The accompanying notes are an integral part of these financial statements.
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Eastman Investment and Employee Stock Ownership Plan

Notes to Financial Statements

1. DESCRIPTION OF PLAN

The Eastman Investment and Employee Stock Ownership Plan (the “Plan”) is a defined contribution plan of a controlled
group of corporations consisting of Eastman Chemical Company and certain of its wholly-owned subsidiaries

operating in the United States (“Eastman”, the “Company” or the "Plan Sponsor”). The Plan is organized pursuant to
Sections 401(a) and (k) and Section 4975(e) (7) of the Internal Revenue Code. All United States employees of
Eastman, with the exception of certain limited service and special program employees, and employees covered by a
collective bargaining agreement with the Company, unless the collective bargaining agreement or the Plan specifically
provides for participation, are eligible to participate in the Plan on their first day of employment with Eastman. The
Plan was adopted by Eastman, the Plan Sponsor, on January 1, 1994 and is subject to the Employee Retirement

Income Security Act of 1974 (“ERISA”). The Plan is administered by the Investment Plan Committee (“IPCO”), which is
the Plan Administrator and is comprised of Eastman employees. The Plan has trusts which are administered by the
Fidelity Management Trust Company (the “Trustee”). The trusts include the Eastman Chemical Trust and the ESOP
Trust. Since the inception of the Plan, money in the forfeiture account has been used both to offset future Company
contributions and for various administrative expenses of the Plan. The balance of the forfeiture account at December

31, 2006 and December 30, 2006 was immaterial.

For additional information regarding the Plan, see the complete Plan documents.
As of December 31, 2006 the Plan's fiscal year end date was changed from December 30 to December 31.
Contributions and vesting

Contributions to the Plan are made through two separate provisions: (a) deferral of qualifying compensation and (b)
contributions by the Plan Sponsor of cash or its common stock to the ESOP Fund as determined by the Compensation
and Management Development Committee of the Board of Directors of Eastman.

The Plan includes a salary reduction provision allowing eligible employees to defer up to 40% of qualifying
compensation, as defined in the Plan, up to the statutory limit of $15,000 for 2006 as permitted by the Internal
Revenue Code. For the catch-up salary deferral, an eligible employee who has attained age 50 before the close of the
calendar year was allowed to defer up to 35% of qualifying compensation, as defined in the Plan, for 2006 up to
certain Internal Revenue Code limitations. Plan Sponsor contributions are also subject to certain other

limitations. Participants’ salary deferrals are contributed to the Plan by Eastman on behalf of the participants. The
Plan’s Trustee invests amounts contributed to the Plan, as designated by the participant, in common stock of Eastman,
various growth and income mutual funds, and/or interest in a guaranteed investment contract fund (see Note

5). Generally, participants may transfer amounts among the funds on any business day. Additionally, participants
may diversify amounts from their ESOP Fund account within the Plan (see Note 8). Each participant is at all times
100% vested in their account, with the exception of amounts transferred from other plans, which continue to be
subject to the former plans’ vesting requirements. The Plan requires for the Retirement Savings Contribution (“RSC”) to
be contributed either to the ESOP Fund for employees’ first five RSC contributions or into other Plan funds, as
directed by the participant, for participants with more than five RSC contributions. For participants with more than



Edgar Filing: EASTMAN CHEMICAL CO - Form 11-K

five RSC contributions, the RSC is allocated to participant-directed funds in accordance with each participant’s
investment elections at such time as the RSC is made.

10
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Eastman Investment and Employee Stock Ownership Plan
Notes to Financial Statements

Plan Sponsor contributions may be paid at any time during the plan year and subsequent to such plan year through the
due date for filing the Company's federal income tax return, including any extensions. Contributions may be paid to
the ESOP Fund in cash or shares of Eastman common stock and are deposited in the Company contribution

account. Allocations to the participants' accounts from the Company contribution account will be made each plan
year to participants who are eligible employees on the date designated by the Company. Participants are not permitted
to make contributions to the ESOP Fund and are 100% vested in their account balance at all times.

Employees may elect to transfer, into any of the Plan's fund options, balances received from (1) lump sum payouts
from the Eastman Retirement Assistance Plan, a qualified defined benefit plan also sponsored by Eastman Chemical
Company, (2) a former employer’s 401(a) and 401(k) plan, or (3) an employee’s individual retirement account
containing amounts received from a qualified defined contribution plan under Section 401(a) and 401(k) of the
Internal Revenue Code. All rollover contributions into the Plan must meet the applicable Internal Revenue Service
requirements.

Loans

The Investment Plan Committee ("IPCO") may grant a loan of at least $1,000 to a participant provided that the
aggregate of the participants’ loans outstanding does not exceed the lesser of (i) $50,000 reduced by the excess, if any,
of (a) the participant’s highest outstanding loan balance from the preceding 12 months over (b) the outstanding total
loan balance of loans from the Plan on the date on which the loan was made, or (ii) 50% of the non-forfeitable portion
of the participant’s account, excluding amounts in a participant’s ESOP Fund account. In accordance with the Plan
provisions, the rate of interest on new participant loans approximates current market rates. The term of any loan is
determined by IPCO and shall not exceed five years. Loans transferred to the Plan from the Hercules Incorporated
Savings and Investment Plan, the ABCO Industries, Inc. 401(k) Profit Sharing Plan, and the Eastman Resins, Inc.
Employees’ Growth Sharing Plan carry terms applicable under those Plans. At December 31, 2006, $29.5 million in
loans were outstanding for terms of 3 to 122 months and interest rates ranging from 4% to 10.50%. At December 30,
2006, $29.5 million in loans were outstanding for terms from 3 to 122 months and interest rates ranging from 4% to
10.50%.

Distributions

Distributions from the Plan require the approval of IPCO or its designee and are made under the following
circumstances:

e Upon attaining age 592, a participant may elect to receive a lump sum cash distribution of their total or partial
account value while still actively employed.

11
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Eastman Investment and Employee Stock Ownership Plan

Notes to Financial Statements

e Upon separation of service from Eastman for any reason except death, the full value of a participant’s account is
distributed in a lump sum payment for those participants who are not retirement-eligible and the participant account
value is less than or equal to $1,000. Separated participants with accounts in excess of $1,000 or who are
retirement-eligible may elect either (i) to defer distribution until a later date but, in no event, later than April 1 of
the calendar year following the year a participant attains age 70%2 or (ii) immediate lump-sum distribution of the
participant’s account or, at the election of the participant, distributions in monthly or annual
installments. Participants in the Eastman Stock Fund or ESOP Fund may elect a lump sum distribution in Eastman
common stock.

¢ In the event of death, the value of a participant’s account is paid in a lump sum if the designated beneficiary is not
the surviving spouse or if the account value is less than or equal to $5,000. If the beneficiary is a surviving spouse
and the participant account value exceeds $5,000, payment will be made in either a lump-sum amount or, at the
election of the surviving spouse, in monthly or annual installments.

¢ Distributions to participants shall commence in the year following the year a participant attains age 70%2, unless the
participant has terminated his or her service with the Company.

e Approval of hardship withdrawals will only be granted in order to meet obligations relating to the payment of
substantial out-of-pocket medical expenses, the purchase of a primary residence, the payment of tuition or other
post-secondary educational expenses, or payments to prevent eviction or foreclosure. Hardship withdrawals may
not exceed the value of the participant’s accounts in the Plan on the date of withdrawal.

e The Trustee is authorized to honor qualified domestic relation orders issued and served in accordance with Section
414(p) of the Internal Revenue Code.

e Effective March 28, 2005 the Plan was amended to lower the involuntary cash out limit from $5,000 to $1,000 for
the majority of plan participants.

Dividends attributable to the ESOP Fund

IPCO may direct that Eastman common stock dividends attributable to the non-participant directed ESOP Fund be (a)
allocated to the accounts of participants, (b) paid in cash to the participants on a nondiscriminatory basis, or (c) paid
by the Company directly to participants. Alternatively, dividends received from Eastman common stock maintained
in the Loan Suspense Account may be applied to reduce the related loan balance.

Investment of ESOP Fund Assets

ESOP Fund assets are invested primarily in Eastman common stock. However, at IPCO's discretion, funds may also
be invested in other securities or held in cash.

Investment assets can be acquired by the ESOP Fund in three ways:

12
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e The Company may make a direct contribution of cash to the ESOP Fund, which would then be used to purchase
Eastman common stock or other securities.

e The Company may contribute shares of Eastman common stock directly to the ESOP Fund.

8
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Eastman Investment and Employee Stock Ownership Plan
Notes to Financial Statements

e The Company may direct the Trustee to obtain a loan to purchase securities (i.e., leveraged ESOP). Until the loan
is repaid, securities acquired with the respective loan process are not available to be allocated to participants'
accounts and are maintained in a "Loan Suspense Account”". On the last day of each plan year, a proportionate
share of securities relating to loan amounts which have been repaid will be transferred out of the Loan Suspense
Account and allocated to the accounts of ESOP Fund participants. The ESOP Fund currently is not a leveraged
ESOP.

Allocations to participants' ESOP Fund accounts

Separate participant accounts are established to reflect each participant's interest in the ESOP Fund and are maintained
under the unit value method of accounting. The ESOP Fund account maintained for each participant consists of:

¢ Plan Sponsor contributions made or invested in shares of Eastman common stock.

e Shares of Eastman common stock purchased with assets transferred to the ESOP Fund pursuant to the spin-off from
Eastman Kodak Company and/or acquired with the proceeds of a loan released from the Loan Suspense Account.

¢ An allocable share of short-term interest and money market funds held in the ESOP Fund for purposes of payment
of expenses and similar purposes.

e After-tax contributions transferred to the ESOP Fund pursuant to the spin-off from Eastman Kodak Company (such
after-tax contributions are no longer permitted under the ESOP provisions).

The number of units allocated to a participant's account in any year is based on the ratio of the participant's
compensation to the total compensation of all eligible employees entitled to share in the allocation for that plan
year. In any year in which a Company contribution is made, a participant's allocation will not be less than one share
of stock.

Federal law limits the total annual contributions that may be made on a participant's behalf to all defined contribution
and defined benefit plans offered by the Company. Participants will be notified if their total annual contribution is
limited by this legal maximum.

Actions taken in connection with the completion of certain corporate transactions

On or about August 1, 2004, the Company completed the sale of certain businesses and product lines in its coatings,
adhesives, specialty polymers and inks ("CASPI") segment, including ABCO Industries, Inc. ("ABCO") and Eastman
Resins, Inc. ("Resins") to Apollo Management, L.P. ("Apollo"), a private investment firm. In connection with this
sale, on August 1, 2004, the Company fully vested each participant employed by (i) ABCO in his ABCO Employer
Contribution Account, and (ii) Resins in his Resins Profit Sharing Account. The ABCO Employer Contribution
Account and the Resins Profit Sharing Accounts held assets transferred to the Plan in connection with prior plan
mergers. In February 2005, the Company made a contribution to the account of each participant, whose employment
was terminated in connection with the sale of certain portions of the CASPI segment to Apollo, equal to 5% of the
compensation paid to each participant for the period January 1, 2004 through July 31, 2004.

9
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Eastman Investment and Employee Stock Ownership Plan
Notes to Financial Statements

During 2005, the Company closed the operations of Cendian Corporation. The subsidiary's 401(k) plan was merged
into the Plan on October 25, 2005. The assets of Cendian plan are included in the contributions total to the sum of $5.1
million.

In the fourth quarter of 2006, the Company sold its Batesville, Arkansas manufacturing facility and related assets in its
performance chemicals and intermediates segment and also its polyethylene-related assets at the Longview, Texas
facility in the performance polymers and CASPI segment. In February 2007, the Company made a discretionary
contribution to the account of each participant whose employment was terminated in connection with these sales equal
to 5% of the compensation paid to each participant for the period January 1, 2006 to the dates of the respective sales.

On or after January 1, 2007, each eligible employee hired by the Company will, in addition to the RSC, be
automatically enrolled as a participant in the Eastman Investment Plan ("EIP") portion of the Plan. The participants
will be deemed to have elected to defer 3% of their qualifying compensation to the EIP portion of the Plan, unless
they affirmatively decline or they elect to contribute a percentage other than 3%. Each participant will also be eligible
to receive a matching contribution from the Company equal to 50% of the first 7% of their pay that they contribute to
the Plan.

New accounting pronouncements

As of December 30, 2006, the Plan adopted Financial Accounting Standards Board ("FASB") Staff Position FSP AAG
INV-1 and Statement of Position No. 94-4-1, Reporting of Fully Benefit-Responsive Investment Contracts Held by
Certain Investment Companies Subject to the AICPA Investment Company Guide and Defined-Contribution Health
and Welfare and Pension Plans ("the FSP"). The FSP requires the Statement of Net Assets Available for Benefits
present the fair value of the Plan's investments as well as the adjustment from fair value to contract value for the fully
benefit-responsive investment contracts. The Statement of Changes in Net Assets Available for Benefits is prepared
on a contract value basis for the fully benefit-responsive investment contracts.

In September 2006, the FASB issued Statement of Financial Accounting Standards No.157 ("SFAS 157"), Fair Value
Measurements. SFAS 157 establishes a single authoritative definition of fair value, sets out a framework for
measuring fair value, and requires additional disclosures about fair value measurement. SFAS 157 is effective for
financial statements issued for fiscal years beginning after November 15, 2007. The Plan does not believe the adoption
of SFAS 157 will have a material impact on the financial statements.

2. SUMMARY OF ACCOUNTING POLICIES

The following accounting policies, which conform to accounting principles generally accepted in the United States of
America, have been used consistently in the preparation of the Plan’s financial statements.

Basis of accounting

The Plan’s financial statements are prepared on the accrual basis of accounting.

10
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Eastman Investment and Employee Stock Ownership Plan

Notes to Financial Statements

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and changes therein, and disclosures of contingent assets and liabilities. Actual results could differ from
those estimates.

Investment policy and valuation

For investments in the ESOP fund and the Eastman Stock Fund, the Trustee may keep any portion of participant and
Plan Sponsor contributions temporarily in cash or liquid investments as it may deem advisable. All dividends, interest
or gains derived from investment in each fund are reinvested in the respective fund by the Trustee.

The Trustee has determined the market values of each fund as of December 31, 2006 and December 30, 2006 . Such
market values equal the aggregate of the closing prices of the securities held in each fund on December 31, 2006 and
December 30, 2006 as reported by national exchanges, if available, or otherwise in good faith by the Trustee, plus
cash, interest, dividends and such other sums received and accrued but not yet invested.

The Managed Income Fund is reported at fair value as determined by the contract issuers. The Managed Income Fund
is comprised of synthetic guaranteed investment contracts that include interests in commingled trusts or individual
fixed income securities that are held in trust for the Plan. The Plan then enters into a benefit responsive wrapper
contract with a third party such as a financial institution or an insurance company which guarantees the Plan a specific
value and rate of return. The underlying securities are valued at quoted market prices. The wrap contracts are valued
using the market value method. (See Note 6).

The Plan presents in the statement of changes in net assets available for benefits the net appreciation (depreciation) in
the fair value of its investments which consists of the realized gains or losses and the unrealized appreciation

(depreciation) on those investments.

Purchases and sales of investments are recorded on a trade-date basis. Interest income is accrued when
earned. Dividend income is recorded at the ex-dividend date.

Risks and Uncertainties

Investment securities are exposed to various risks, such as interest rate risk, market risk, and credit risk. Due to the
level of risk associated with certain investment securities, it is at least reasonably possible that changes in the values
of investment securities will occur in the near term and that such changes could materially affect participant account
balances and the amounts reported in the financial statements.

Payments to participants

Benefits payments to participants are recorded when paid.

11
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Eastman Investment and Employee Stock Ownership Plan

Notes to Financial Statements

3. CONTRIBUTIONS

Participant contributions represent qualifying compensation and other qualifying employee bonuses withheld from
participating employees by Eastman and contributed to the Plan.

Contributions are invested in the Plan’s funds as directed by the participants, with the exception of the ESOP Fund,
subject to ERISA funding limitations. The Plan has accrued sponsor contributions for participant-directed funds of
$31.0 million and for the non-participant-directed ESOP Fund of $3.4 million for both December 31, 2006 and
December 30, 2006.

4. LOANS TO PARTICIPANTS

The Plan Trustee makes loans to participants in accordance with Plan provisions. Loans made are accounted for as a
transfer from the fund directed by the participant to the Loan Fund. The principal portion of loan repayments reduces
the Loan Fund receivable. The principal and interest repaid are directed to funds to which the participant’s current
contributions are directed; the principal is accounted for as a transfer and the interest accounted for as income in the
fund to which the participant’s current contributions are directed. The Loan Fund’s net assets and other

changes in net assets are included in the participant-directed funds in the Statements of Net Assets and Changes in Net
Assets Available for Benefits, respectively.

Unless otherwise specified by the participant, loan proceeds will be withdrawn from the investment funds on a
pro-rata basis. Outstanding loans at both December 31, 2006 and December 30, 2006 were approximately $29.5
million. Interest income earned on loans to participants is credited directly to the participants' accounts and was
approximately $0.0 million for the period ended December 31, 2006 and $2.0 million for the year ended December
30, 2006.

5. INVESTMENTS

At December 31 and December 30, 2006, the Plan's assets were invested an investment contract fund (see Note 6),
mutual funds, and in Eastman Chemical Company common stock. Subject to certain limitations, participants are
provided the option of directing their contributions among these investment options. The Plan also holds an interest in
the non-participant directed Eastman ESOP Fund, which invests in Eastman Chemical Company common stock and
short-term interest funds. The Trustee manages investments in all funds. The following investment options, which
invest primarily in common stock of the Plan sponsor, were available to participants in 2006:

Eastman Stock Fund

This participant-directed fund consists primarily of Eastman Class A common stock. Purchases and sales of Eastman
stock are generally made on the open market on behalf of and as elected by Plan participants. On December 31, 2006,
the Trustee purchased 0 (zero) shares of Eastman stock, and sold O (zero) shares of Eastman stock. During the year
ended December 30, 2006, the Trustee purchased 1,087,600 shares of Eastman stock for the fund at an average price
of $51.71 per share and sold 1,552,000 shares at an average price of $54.80 per share. Dividends paid from the

17
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Eastman Stock Fund totaled $0.0 million and $2.5 million for the period ended December 31, 2006 and the year ended
December 30, 2006, respectively.

12
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Eastman Investment and Employee Stock Ownership Plan

Notes to Financial Statements

Eastman ESOP Fund
This non-participant directed fund consists primarily of Eastman Class A common stock. Purchases and sales of
Eastman stock are generally made on the open market, on behalf of its participants and as directed by the Plan’s
guidelines. On December 31, 2006, the Trustee purchased 0 (zero) shares of Eastman stock, and sold O (zero) shares
of Eastman stock for the fund. During the year ended December 30, 2006, the Trustee purchased 63,800 shares of
Eastman stock for the fund at an average price of $50.90 per share, and sold 311,700 shares at an average price of
$55.52 per share.

At December 31, 2006 and December 30, 2006, the following investments represented 5% or greater of ending net
assets, (in thousands):

December 31,2006
Shares Fair value
Eastman Chemical Company Common 7,316 $ 102,961
Stock,
Non Participant Directed
Fidelity Magellan® Fund 908 81,298
Fidelity Contrafund 2,005 130,694
December 30, 2006
Shares Fair value
Eastman Chemical Company Common 7,316 $ 102,961
Stock,
Non Participant Directed
Fidelity Magellan® Fund 908 81,298
Fidelity Contrafund 2,005 130,694

On December 31, 2006 and during the year ended December 30, 2006, the Plan’s investments (including investments
bought, sold and held during the year) appreciated in value by $0 and $41.8 million, respectively, as follows (in
thousands):

Net Appreciation
(Depreciation)
December 31, December 30,
2006 2006

Eastman Chemical Company Common

Stock, Non Participant Directed $ -- $ 14,469
Eastman Chemical Company Common

Stock, Participant Directed - 13,930
Mutual Funds - 13,415
Total $ -- $ 41,814

19
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Eastman Investment and Employee Stock Ownership Plan

Notes to Financial Statements

6. INSURANCE CONTRACTS

The Plan holds an interest in the Managed Income Fund (the "Fund"), which invests in guaranteed investment

contracts ("GICs"), which are contracts between an insurance company and the Fund that provide for guaranteed

returns on principal amounts invested over various periods of time. This participant-directed fund also invests in

synthetic GICs. The term “synthetic” investment contract is used to describe a variety of investment contracts under
which a Plan retains ownership of the invested assets, or owns units of an account or trust which holds the invested

assets. A “synthetic” investment contract, also referred to as a “wrap” contract, is negotiated with an independent financial
institution. Under the terms of these investment contracts, the contract issuer ensures the Plan’s ability to pay eligible
employee benefits at book value. The investment performance of a synthetic investment contract may be a function of

the investment performance of the invested assets.

A wrap contract is an agreement by another party, such as a bank or insurer, to make payments to the Fund in certain
circumstances. Wrap contracts are designed to allow a stable value fund, such as the Fund, to maintain a constant net
asset value ("NAV") and to protect the Fund in extreme circumstances. In a typical wrap contract, the wrap issuer
agrees to pay the Fund the difference between the contract value and the market value of the covered assets once the
market value has been totally exhausted. Though relatively unlikely, this could happen if the Fund experiences
significant redemptions (redemption of most of the Fund’s shares) during a time when the market value of the Fund’s
covered assets is below their contract value, and market value is ultimately reduced to zero. If that occurs, the wrap
issuer agrees to pay the Fund an amount sufficient to cover shareholder redemptions and certain other payments (such
as fund expenses), provided all the terms of the wrap contract have been met. Purchasing wrap contracts is similar to
buying insurance, in that the Fund pays a relatively small amount to protect against a relatively unlikely event (the
redemption of most of the shares of the Fund). Fees the Fund pays for wrap contracts are a component of the Fund’s
expenses.

In selecting wrap issuers, Fidelity Management Trust Company (“FMTC”), as investment manager of all or a portion of
the Fund, analyzes the proposed terms of the wrap contract and the credit quality of the wrap issuer. Other factors,
including the availability of wrap contracts under certain market or competitive conditions, may affect the number of
wrap issuers and the terms of the wrap contracts held by the Fund. The Fund may agree to additional limitations on its
investments as a condition of the wrap contracts. These may include maximum duration limits, minimum credit
standards, and diversification requirements. Generally, as long as the Fund is in compliance with the conditions of its
wrap contracts, it may buy and sell covered assets without impacting the contract value of the covered assets.

However, a wrap issuer may require that the Fund invest entirely in cash or cash equivalents under certain conditions.

FMTC normally purchases wrap contracts from issuers rated in the top three long-term categories (A- or the
equivalent and above) by any one of the nationally recognized statistical rating organizations. Although FMTC
typically enters into wrap contracts with multiple parties, it may have a single wrap issuer for all of the Fund’s covered
assets. FMTC may terminate and replace wrap contracts under various circumstances, including when there is a
default by the wrap issuer.
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FMTC purchases wrap contracts for the Fund with the aim of maintaining the contract value of the Fund’s bond
investments. FMTC invests the Fund’s assets consistent with the terms of the wrap contracts and the Fund’s investment
guidelines. As a target, FMTC expects a substantial percentage (up to 99%) of the Fund’s assets to be covered by wrap
contracts, although FMTC may change this target from time to time. Assets not covered by wrap contracts will
generally be invested in money market instruments and cash equivalents to provide necessary liquidity for participant
withdrawals and exchanges.

Wrap contracts accrue interest using a formula called the “crediting rate.” Wrap contracts use the crediting rate formula
to convert market value changes in the covered assets into income distributions in order to minimize the difference
between the market and contract value of the covered assets over time. Using the crediting rate formula, an estimated
future market value is calculated by compounding the Fund’s current market value at the Fund’s current yield to
maturity for a period equal to the Fund’s duration. The crediting rate is the discount rate that equates that estimated
future market value with the Fund’s current contract value. Crediting rates are reset quarterly. The wrap contracts
provide a guarantee that the crediting rate will not fall below 0%.

The crediting rate, and hence the Fund’s return, may be affected by many factors, including purchases and redemptions
by shareholders. The precise impact on the Fund depends on whether the market value of the covered assets is higher
or lower than the contract value of those assets. If the market value of the covered assets is higher than their contract
value, the crediting rate will ordinarily be higher than the yield of the covered assets. Under these circumstances, cash
from new investors will tend to lower the crediting rate and the Fund’s return, and redemptions by existing
shareholders will tend to increase the crediting rate and the Fund’s return.

If the market value of the covered assets is lower than their contract value, the crediting rate will ordinarily be lower
than the yield of the covered assets. When market value is lower than contract value, the Fund will have, for example,
less than $10.00 in cash and bonds for every $10.00 in NAV. Under these circumstances, cash from new investors will
tend to increase the market value attributed to the covered assets and to increase the crediting rate and the Fund’s
return. Redemptions by existing shareholders will have the opposite effect, and will tend to reduce the market value
attributed to remaining covered assets and to reduce the crediting rate and the Fund’s return. Generally, the market
value of covered assets will tend to be higher than contract value after interest rates have fallen due to higher bond
prices. Conversely, the market value of covered assets will tend to be lower than their contract value after interest
rates have risen due to lower bond prices.

If the Fund experiences significant redemptions when the market value is below the contract value, the Fund’s yield
may be reduced significantly, to a level that is not competitive with other investment options. This may result in
additional redemptions, which would tend to lower the crediting rate further. If redemptions continued, the Fund’s
yield could be reduced to zero. If redemptions continued thereafter, the Fund might have insufficient assets to meet
redemption requests, at which point the Fund would require payments from the wrap issuer to pay further shareholder
redemptions.

The Fund and the wrap contracts purchased by the Fund are designed to pay all participant-initiated transactions at

contract value. Participant-initiated transactions are those transactions allowed by the underlying defined contribution
plan (typically this would include withdrawals for benefits, loans, or transfers to non-competing funds within the
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certain events. These events include:
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e The Plan’s failure to qualify under Section 401(a) or Section 401(k) of the Internal Revenue Code.
e The establishment of a defined contribution plan that competes with the Plan for employee contributions.
® Any substantive modification of the Plan or the administration of the Plan that is not consented to by the wrap
issuer.
e Complete or partial termination of the Plan.
® Any change in law, regulation or administrative ruling applicable to the Plan that could have a material adverse
effect on the Fund's cash flow.
e Merger or consolidation of the Plan with another plan, the transfer of Plan assets to another plan, or the sale,
spin-off or merger of a subsidiary or division of the Plan Sponsor.
® Any communication given to participants by the Plan Sponsor or any other Plan fiduciary that is designed to induce
or influence participants not to invest in the Fund or to transfer assets out of the Fund.
¢ Exclusion of a group of previously eligible employees from eligibility in the Plan.
® Any early retirement program, group termination, group layoff, facility closing, or similar program.
® Any transfer of assets from the Fund directly to a competing option.

At this time, the occurrence of any of these events is not considered probable by IPCO.

The Fund is unlikely to be able to maintain a stable NAV if, for any reason, it cannot obtain or maintain wrap
contracts covering its entire short-term bond portfolio. This could result from the Fund’s inability to promptly find a
replacement wrap contract with comparable terms following termination of a wrap contract. FMTC will attempt to
assess the credit quality of wrap issuers, but there is no guarantee as to the financial condition of a wrap issuer. Wrap
contracts are nontransferable and have no trading market. There are a limited number of wrap issuers. The Fund may
lose the benefit of wrap contracts on any portion of its assets that are in default in excess of a certain percentage of
Fund assets (e.g., 5%). In the event that wrap contracts fail to perform as intended, the Fund’s NAV may decline if the
market value of its covered assets is lower than their contract value.

A wrap issuer may terminate a wrap contract at any time. In the event that the market value of the Fund’s covered
assets is below their contract value at the time of such termination, FMTC may elect to keep the wrap contract in place
until such time as the market value of the Fund’s covered assets is equal to their contract value. A wrap issuer may also
terminate a wrap contract if FMTC’s investment management authority over the Fund is limited or terminated as well
as if all of the terms of the wrap contract fail to be met. In the event that the market value of the Fund’s covered assets
is below their contract value at the time of such termination, the terminating wrap provider would not be required to
make a payment to the Fund.

December 31, December 30,
Average yields: 2006 2006
Based on actual earnings 4.96% 4.96%
Based on interest rate credited to
participants 4.37% 4.37%
16
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The weighted average crediting interest rate for the Fund was 4.32% at both December 31, 2006 and December 30,
2006.
The value of the Fund reflected in these financial statements is based upon the principal invested and the interest

credited. The fair value of the Fund, by investment type, as of December 31, 2006 and December 30, 2006 was as
follows:

December 31, December 30,
(in thousands) 2006 2006
Security backed investments:
Underlying assets at fair value $ 601,745 $ 601,724
Wrap contracts 7,789 5,554
Total contract value $ 609,534 $ 607,278

7. OTHER RECEIVABLES

Other receivables in the amount of $2.2 million at both December 31, 2006 and December 30, 2006 represent interest
and dividends receivable, as well as receivables from the sale of stock.

8. DIVERSIFICATION FROM ESOP FUND

Active or retired employees of the Company are eligible to diversify funds held in their ESOP Fund

account. Effective July 2003, a participant may direct that all or any portion of his ESOP Fund account be transferred
to other funds in the Plan without restrictions. On December 31, 2006 and during the year ended December 30, 2006,
$0.0 million and $13.9 million, respectively, were transferred from the ESOP Fund within the Plan in connection with
this program.

9. PLAN TERMINATION

Although it has not expressed any intent to do so, the Company has the right under the Plan to discontinue its
contributions at any time and to terminate the Plan subject to the provisions of ERISA. In the event of termination,
participant accounts will be distributed to individual participants in accordance with the Plan document and ERISA
provisions.

10. FEDERAL INCOME TAX STATUS

The Plan obtained its latest determination letter in May 2003, in which the Internal Revenue Service stated that the
Plan is in compliance with the applicable requirements of the Internal Revenue Code. The Plan Administrator
believes the Plan qualifies and operates in compliance with the applicable requirements of the Internal Revenue
Code. Therefore, no provision for income taxes has been included in the Plan’s financial statements.

17
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11. PLAN EXPENSES

Reasonable expenses of administering the Plan, unless paid by the Company, shall be paid by the Plan. For the period
ended December 31, 2006 and the year ended December 30, 2006, trustee fees associated with the Eastman Stock
Fund and the Eastman ESOP Fund were paid with assets of those individual funds. Brokerage fees, transfer taxes,
investment fees and other expenses incident to the purchase and sale of securities and investments shall be included in
the cost of such securities or investments or deducted from the sales proceeds, as the case may be. Loan administration
fees are deducted quarterly from the accounts of participants with outstanding loan balances. Loan origination fees
are deducted from the participants account at the inception of the loan. For the period ended December 31, 2006 and
the year ended December 30, 2006, the Company paid all other expenses of the Plan related to plan oversight and
administration, including auditing fees.

12. RELATED PARTIES

Certain plan investments are shares of mutual funds managed by Fidelity Management Trust Company,

(“FMTC”). EMTC is the trustee as defined by the Plan and, therefore, these transactions qualify as party-in-interest
transactions, which are exempt from prohibited transaction rules. The Plan also invests in the common stock of the
Plan Sponsor as well as loans to Plan participants, both of which qualify as parties-in-interest to the Plan and are
exempt from prohibited transaction rules.

13. RECONCILIATION OF FINANCIAL STATEMENTS TO FORM 5500

December 31, December 30,
(in thousands) 2006 2006
Investments at fair value $ 1,482,227  $ 1,482,206
Adjustment from fair value to contract
value for full benefit-responsive
investment contracts 7,789 5,554
Total investments per Form 5500 $ 1,490,016 $ 1,487,760
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Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)

(@) (b) Identity of issue, borrower, lessor, or

similar party

*  Eastman Chemical Company

Fidelity Management Trust Company
Eastman Chemical Company
Fidelity Management Trust Company
Fidelity Fund
Fidelity Puritan Fund
Fidelity Magellan Fund
Fidelity Contrafund
Fidelity Spartan U.S. Equity Index Portfolio
Fidelity International Discovery Fund
Fidelity Blue Chip Growth Fund
Fidelity Freedom Income Fund
Fidelity Freedom 2000 Fund
Fidelity Freedom 2010 Fund
Fidelity Freedom 2020 Fund
Fidelity Freedom 2030 Fund
Fidelity Freedom 2040 Fund

*  Fidelity Spartan Extended Market Index

Portfolio
*  Fidelity Spartan International Index Fund

December 31, 2006

(in thousands)

(c) Description of investment,

(d)

including maturity date, rate of Historical

interest, collateral, par or
maturity value

Common stock, Participant directed,

4,515 shares

Interest Bearing Cash, Participant
directed

Common stock, Non Participant
directed, 7,316 shares

Interest Bearing Cash, Non
Participant directed

Registered Investment Company,
1,264 shares

Registered Investment Company,
2,841 shares

Registered Investment Company,
908 shares

Registered Investment Company,
2,005 shares

Registered Investment Company,
783 shares

Registered Investment Company,
1,592 shares

Registered Investment Company,
320 shares

Registered Investment Company,
171 shares

Registered Investment Company,
114 shares

Registered Investment Company,
824 shares

Registered Investment Company,
1,006 shares

Registered Investment Company,
611 shares

Registered Investment Company,
482 shares

Registered Investment Company,
389 shares

cost

*3k

*3k

90,099

1,294

*3k
*3k

*3k
*3k
*3k
*3k
*3k
*3k
*3k
*3k
*3k
*3k
*3k
*3k

*3k

(e) Current
Value

61,077
806
101,667
1,294
45,297
56,727
81,298
130,694
39,286
60,385
14,195
1,969
1,418
12,053
15,631
9,802
4,573

14,970
17,891
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Registered Investment Company,

405 shares
Participant Loans Participant Loan Fund with terms o
ranging from 3-122 months and
rates ranging from 4% to 10.5% 29,467
PIMCO Total Return Fund Registered Investment Company, o
2,456 shares 25,493
Franklin Small Mid Cap Growth Fund Registered Investment Company, o
648 shares 24,844
Neuberger and Berman Genesis Instl Cl Registered Investment Company, o
1,239 shares 56,663
Templeton Foreign Fund Registered Investment Company, o
905 shares 12,294
Registered Investment Company, 71 o
Fidelity Retirement Money Market share 71
Registered Investment Company, o
Clipper Fund 145 shares 13,333
Registered Investment Company, o
TCW Galileo Select Equities Fund 114 shares 2,184
Registered Investment Company, o
WFA Small Cap Val Z 1,177 shares 36,655
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Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(b) Identity of issue, borrower, lessor, or (c) Description of investment, (d) (e) Current
similar party including maturity date, rate of Historical Value
interest, collateral, par or cost
maturity value

Fidelity short term cash fund CASH HE 17,099
Accredited Mortgage Loan Trust ACCR  Mortgage backed security 4.23% o

03-2 Al 10/33 367
Accredited Mortgage Loan Trust ACCR  Mortgage backed security 4.46% o

03-3 Al 12/33 348
Mortgage backed security 1IML+78 o

ACE Securities Corp. ACE 03-NC1 M1 7/33 171
Mortgage backed security 1ML+65 o

ACE Securities Corp. ACE 02-HE1 M1 6/32 200
Mortgage backed security 1ML+75 o

ACE Securities Corp. ACE 03-HS1 M1 6/33 75
Mortgage backed security 1IML+175 o

ACE Securities Corp. ACE 03-HS1 M2 6/3 101
Mortgage backed security 1ML+65 o

ACE Securities Corp. ACE 03-HE1 M1 11/32 189
Mortgage backed security 1ML+60 o

ACE Securities Corp. ACE 04-FM1 M1 9/33 152

AEGON Synthetic GIC Global Wrap — 4.45% HE 1,948
Mortgage backed security 3.95% o

Aesop Funding I LLC  ESOP 05-1A Al 4/08 985
Corporate Bond 4.45% 2/16/10 o

AIFUL Corporation 144A 3,264

AIFUL Corporation Corporate Bond 5% 8/10/10 144A o 381

AIFUL Corporation Corporate Bond 6% 12/12/11 144A o 20

Alabama Power Co Corporate Bond 3.5% 11/15/07 o 559

Altria Group Inc Corporate Bond 7.2% 2/01/07 o 928

America Movil SAB DE CV Corporate Bond 4.125% 3/1/09 HE 1,283

American General Finance Corp Corporate Bond 2.75% 6/15/08 o 507

American General Finance Corp Corporate Bond 4.625% 5/15/09 o 1,119

American General Finance Corp Corporate Bond 3.875% 10/1/09 o 433

American General Finance Corp Corporate Bond 4.875% 5/15/10 o 1,045
Corporate Bond 4.5% 5/26/09 o

American Honda Finance Corp 144A 1,185
Corporate Bond 4.25% 3/11/08 o

American Honda Finance Corp 144A 1,865
AmeriCredit Automobile Receivables Mortgage backed security 3.61% o

Trust AMCAR 04-CA A4 5/11 295
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AmeriCredit Automobile Receivables
Trust AMCAR 04-1 B

AmeriCredit Automobile Receivables
Trust AMCAR 04-1C

AmeriCredit Automobile Receivables
Trust AMCAR 04-DF A4
AmeriCredit Automobile Receivables
Trust AMCAR 06-BG A4
AmeriCredit Automobile Receivables
Trust AMCAR 06-1 B

AmeriCredit Automobile Receivables
Trust AMCAR 06-BG A3
AmeriCredit Automobile Receivables
Trust AMCAR 05-CF A4
AmeriCredit Automobile Receivables
Trust AMCAR 06-1 A3

Ameriquest Mortgage Securities Inc  AMSI

04-R2 M1

Ameriquest Mortgage Securities Inc AMSI

04-R2 M2
Ameritech Capital Funding

Mortgage backed security 3.7%
1/09

Mortgage backed security 4.22%
7/09

Mortgage backed security 3.43 7/11
Mortgage backed security 5.21%
9/13

Mortgage backed security 5.2%
3/11

Mortgage backed security 5.21%
10/11

Mortgage backed security 4.63%
6/12

Mortgage backed security 5.11%
10/10

Mortgage backed security 1ML+43
4/34

Mortgage backed security 1ML+48
4/34

Corporate Bond 6.25% 5/18/09

21

sk

sk

sk

*k

sk

sk

sk

sk

sk

sk

sk

42
80
767
715
70
356
1,397
561
125

100
851
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Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(@) (b) Identity of issue, borrower, lessor, or (c) Description of investment, (d) (e) Current
similar party including maturity date, rate of Historical Value
interest, collateral, par or cost
maturity value
Amortizing Residential Collateral ARC Mortgage backed security IML+110 o
02-BC1 M2 1/3 43
Corporate Bond 4.265% 5/16/08 o
ANZ National London Inc 144A 1,802
Mortgage Backed Security 4.02% o
ARG Funding Corp ARGF 05/1A Al 4/09 1,628
Mortgage Backed Security 4.54% o
ARG Funding Corp ARGF 05-2A Al 5/09 1,270
Asset Backed Securities Corp Home Mortgage backed security 1ML+65 o
Equity ABSHE 03-HE6 M1 11/33 378
Asset Backed Securities Corp Home Mortgage backed security 1ML+54 o
Equity ABSHE 04-HE3 M1 6/34 151
Associates Corp of North America Corporate Bond 6.875%11/15/08 o 124
Associates Corp of North America Corporate Bond 6.25% 11/01/08 o 805
AT&T Corp Corporate Bond 6% 3/15/09 DTC o 196
AT&T Inc/SBC Communications Corporate Bond 6.25% 3/15/11 o 426
AT&T Inc/SBC Communications Corporate Bond 4.125% 9/15/09 HE 2,331
Avon Products Inc Corporate Bond 5.125% 1/15/11 o 193
AXA Financial Inc Corporate Bond 7.75% 8/01/10 HE 1,037
Banc of America Commercial Mortgage o
Inc BACM 05-4 XP Interest only strip CSTR 7/45 82
Banc of America Commercial Mortgage o
Inc BACM 2006-5 XP Interest only strip 0.832% 9/47 338
Banc of America Commercial Mortgage Mortgage backed security 3.52% o
Inc BACM 04-2 A2 11/38 1,079
Banc of America Commercial Mortgage o
Inc BACM 04-5 XP Interest only strip CSTR 11/41 183
Banc of America Commercial Mortgage Mortgage backed security CSTR o
Inc BACM 05-3 A3B 7/43 945
Banc of America Commercial Mortgage Mortgage backed security 4.432 % o
Inc BACM 05-4 Al 7/45 744
Banc of America Commercial Mortgage o
Inc BACM 04-6 XP Interest only strip CSTR 12/42 123
Banc of America Commercial Mortgage o
Inc BACM 05-3 XP Interest only strip CSTR 7/43 286
¥ 1,310
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Banc of America Commercial Mortgage
Inc BACM 2003-2 A2

Banc of America Commercial Mortgage
Inc BACM 06-5 Al

Banc of America Commercial Mortgage
Inc BACM 05-5 Al

Banc of America Commercial Mortgage
Inc BACM 06-6 XP

Banc of America Commercial Mortgage
Inc BACM 05-6 Al

Banc of America Commercial Mortgage
Inc BACM 04-4 A3

Mortgage backed security

4.342% 3/41

Mortgage backed security 5.185%
7/11

Mortgage backed security

4.716% 8/10

Interest only strip CSTR 10/45
Mortgage backed security 5.001%
9/47

Mortgage backed security 4.128%
7142

22

sk

sk

*k

sk

sk

332

994

394

611

668
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Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)

(b) Identity of issue, borrower, lessor, or

similar party

Banc of America Commercial Mortgage
Inc BACM 05-1 A2

December 31, 2006

(in thousands)

(c) Description of investment,

(d)

including maturity date, rate of Historical

interest, collateral, par or
maturity value
Mortgage backed security 4.64%
11/42

Banc of America Large Loan BALL 05-ESHA

X1

Banc of America Mortgage Security
Inc BOAMS 05-E 2A7

Banc of America Mortgage Security
Inc BOAMS 05-] 2A4

Bank of America Corporation

Bank of New York Inc

Bank of New York Inc
Bank One Corporation
Bank One Corporation

Bank One Issuance Trust BOIT 04-B2 B2
Bank One Texas

Bayview Commercial Asset Trust
04-3 M1

Bayview Commercial Asset Trust
04-2 A

Bayview Commercial Asset Trust
04-2 M1

Bayview Commercial Asset Trust
04-3 M2

BAYC

BAYC

BAYC

BAYC

Bayview Financial Acquisition Trust BAYV

04-C Al

BBVA Bancomer SA

Interest only strip CSTR 7/20
Mortgage backed security CSTR
6/35

Mortgage backed security 12ML
11/35

Corporate Bond 6.25% 4/01/08
Corporate Bond 4.25%/3ML 9/4/12
Corporate Bond 3.4/3ML+148
3/15/13

Corporate Bond 6% 8/01/08 D
Corporate Bond 2.625% 6/30/08
Mortgage backed security 4.37%
4/12

Corporate Bond 6.25% 2/15/08
Mortgage backed security 1ML+50
1/35

Mortgage backed security 1ML+43
8/34

Mortgage backed security 1ML+58
8/34

Mortgage backed security 1IML+100
1/35

Mortgage backed security 1ML+42
5/44

Corporate Bond 5.3795% 7/22/15
144A

Bear Stearns Asset Backed Securities BSARMMortgage backed security CSTR

05-6 1A1

8/35

Bear Stearns Asset Backed Securities BSABS Mortgage backed security 1ML+120

04-BO1 M4

9/34

Bear Stearns Asset Backed Securities BSABS Mortgage backed security 1ML+105

04-BO1 M3

9/34

cost

*k

Hk

sk

sk

sk

sk

sk

*k

*k

sk

*k

sk

sk

*k

*k

sk

sk

sk

sk

*k

sk

(e) Current
Value

1,443
50
656
2,085
241
604
2,109
1,048
2,145

1,366
620

110
493
158
73
459
506
1,262
225

264
1,116
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Bear Stearns Commercial Mortgage
Securities BSCMS 04-ESA A3
Bear Stearns Commercial Mortgage
Securities BSCMS 04-ESA D

Bear Stearns Commercial Mortgage
Securities BSCMS 2006-T24 X2
Bear Stearns Commercial Mortgage
Securities BSCMS 04-ESA C

Bear Stearns Commercial Mortgage
Securities BSCMS 04-ESA F

Bear Stearns Commercial Mortgage
Securities BSCMS 04-PWRS5 A2

Mortgage backed security 4.741%
5/16
Mortgage backed security 4.986%
5/16

Interest only strip CSTR 10/41
Mortgage backed security 4.937%
5/16

Mortgage backed security

5.182% 5/16

Mortgage backed security
4.254% 7142

23

sk

sk

*k

sk

sk

140

225

388

105

631
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Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)

(b) Identity of issue, borrower, lessor, or

similar party

Bear Stearns Commercial Mortgage
Securities BSCMS 04-T16 A3

Bear Stearns Commercial Mortgage
Securities BSCMS 03-PWR2 A3
Bear Stearns Commercial Mortgage
Securities BSCMS 06-PW13 X2
Bear Stearns Commercial Mortgage
Securities BSCMS 03-T12 X2

Bear Stearns Commercial Mortgage
Securities BSCMS 04-PWRS5 X2
Bear Stearns Commercial Mortgage
Securities BSCMS 05-PWR9 A1
Bear Stearns Commercial Mortgage
Securities BSCMS 06-PW13 Al
Bear Stearns Commercial Mortgage
Securities BSCMS 04-ESA B

Bear Stearns Commercial Mortgage
Securities BSCMS 05-T20 Al

Bear Stearns Commercial Mortgage
Securities BSCMS 04-ESA E

Bear Stearns Commercial Mortgage
Securities BSCMS 04-PWR6 X2
BellSouth Corp

Bank of Tokyo-Mitsubishi

Brazos Higher Education Authority BRHEA

06-A A2R
British Telecommunications PLC

BTM (Curacao) Holdings NV

Canadian Imperial Bank Comm. NY CIBC#

YCD

December 31, 2006

(in thousands)

(c) Description of investment,

(d)

including maturity date, rate of Historical

interest, collateral, par or
maturity value
Mortgage backed security
4.03% 2/46
Mortgage backed security
4.83% 5/39

Interest only strip CSTR 9/41
Interest only strip CSTR 8/39

Interest only strip CSTR 7/42
Mortgage backed

security 4.498% 9/42

Mortgage backed security

5.294% 09/41

Mortgage backed security 4.888%
5/16

Mortgage backed

security 4.94% 10/4

Mortgage backed security 5.064%
5/16

Interest only strip CSTR 11/41
Corporate Bond 4.2% 9/15/09 DT
Corporate Bond 8.4% 4/15/10
Mortgage backed security 5.03%
12/41

Corporate Bond 12/10 DT
Corporate Bond 4.76% 7/21/15
144A

Certificate of Deposit

4.375% 7/28/2008

Capital Auto Receivables Asset Trust CARAT Mortgage backed security

2006-SN1A C

5.77% 5/10

Capital Auto Receivables Asset Trust CARAT Mortgage backed security

2006-SN1A A3

5.31% 10/09

cost

*k

Hk

sk

sk

sk

*k

sk

*k

*k

*k

*k

*k

*k

*k

*k
*k

*k

*k

*k

*k

(e) Current
Value

1,514
420
223

49
163

1,162

1,327
343

1,073
439
104
852

1,183

1,568
1,366

415
815
95

947
100

37
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Capital Auto Receivables Asset Trust CARAT Mortgage backed

2006-SN1A B security 5.5% 4/10

Capital Auto Receivables Asset Trust CARAT Mortgage backed security 5.03%

06-1 A3 10/09

Capital Auto Receivables Asset Trust CARAT Mortgage backed security

2006-SN1A A4A 5.32% 3/10

Capital Auto Receivables Asset Trust CARAT Mortgage backed

06-1B security 5.26% 10/10

Capital One Auto Finance Trust COAFT Mortgage backed security

2006-CA 5.07% 7/11

Capital One Auto Finance Trust COAFT Mortgage backed security 4.48%

05-BSS C 12/10

Capital One Auto Finance Trust COAFT Mortgage backed security

05-C A4A 4.71% 6/12

Capital One Bank Corporate Bond 4.875% 5/15/08
24

sk

sk

*k

sk

sk

sk

sk

240
1,078
230
892
956

2916
800

38
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Eastman Investment and Employee Stock Ownership Plan

Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)

December 31, 2006

(b) Identity of issue, borrower, lessor, or

similar party

Capital One Bank

Capital One Bank

Capital One Multi-Asset Execution
Trust COMET 2003-B3 B3

Capital One Multi-Asset Execution
Trust COMET 04-B6 B6

Capital One Prime Auto Receivables
Trust COPAR 2006-2 B

Capital One Prime Auto Receivables
Trust COPAR 06-2 A4

Capital Trust Re CDO Ltd CTCDO 04-1A C

Capital Trust Re CDO Ltd CTCDO 04-1A
A2

Capital Trust Re CDO Ltd CTCDO 04-1A B

CDC Mortgage Capital Trust CDCMC
03-HE3 M1

Cendant Timeshares Receivables Funding
CDTIM 05-1A Al

Chase Commercial Mortgage Securities
Corp CCMSC 99-2 A1
Chase Issuance Trust CHAIT 05-B2 B2
Chubb Corporation

CIT Equipment Collateral
A4

CIT Group Inc

CIT Group Inc

Citibank Credit Card Issuance Trust CCCIT
05-B1 Bl

Citibank Credit Card Issuance Trust CCCIT
06-B2 B2

Citigroup Commercial Mortgage

Trust CGCMT 05-EMG A2

CITEC 05-VT1

(in thousands)

(c) Description of investment,

(d)

including maturity date, rate of Historical

interest, collateral, par or

maturity value

Corporate Bond 4.25% 12/01/08

Corporate Bond 5% 6/15/09

Mortgage backed

security 4.5% 6/11

Mortgage backed security

4.155% 7/12

Mortgage backed security 5.05%

6/13

Mortgage backed security 4.94%

7/12

Mortgage backed

security 1ML+110 7/39

Mortgage backed security 1ML+45

7/39

Mortgage backed security 1ML+75

7/39

Mortgage backed security 1ML+70

11/33

Mortgage backed

security 4.67% 5/17

Mortgage backed

security 7.032% 1/32

Mortgage backed security 4.52

12/10

Corporate Bond 5.472% 8/16/08

Mortgage backed security 4.36

11/12

Corporate Bond 3.375% 4/01/09

Corporate Bond 5% 11/24/08

Mortgage backed security

4.4% 9/10

Mortgage backed security 5.15%

3/11

Mortgage backed security

4.2211% 9/51

Interest only strip CSTR 10/41

cost

*k

*k

Hk

sk

sk

sk

sk

*k

sk

*k

*k

*k

*k

*k
sk

sk

sk

sk

sk

*k

sk

(e) Current
Value

492
324
1,847
1,128
334
778
207
301
162
215

290

6,308
611

213
504
1,010
3,469
1,364

475
167

39
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Citigroup Commercial Mortgage

Trust CGCMT 04-C2 XP

Citigroup Inc.

Citigroup/Deutschebank Comm. CD 06-CD3
XP

CNH Equipment Trust CNH 05-B B

CNH Equipment Trust CNH 05-B A3
Commercial Mortgage Acceptance

Corp CMAC98-C2 B

Commercial Mortgage Asset Trust CMAT
99-C1 A3

Commercial Mortgage Pass Through COMM
99-1 A2

Commercial Mortgage Pass Through COMM
06-C8 Al

Commercial Mortgage Pass Through COMM
04-HTL1 D

Commercial Mortgage Pass Through COMM
06-CN2A D

Commercial Mortgage Pass Through COMM
04-HTL1 E

Commercial Mortgage Pass Through COMM
04-HTL1 F

Corporate Bond 3.625% 2/09/09

Interest only strip CSTR 10/48
Mortgage backed

security 4.57% 7/12

Mortgage backed

security 4.27% 1/10

Mortgage backed security CSTR
9/30

Mortgage backed

security 6.64% 1/32

Mortgage backed security 6.455%
5/32

Mortgage backed security 5.11%
12/46

Mortgage backed security 1ML+55
7/16

Mortgage backed

security 5.52861% 2/19

Mortgage backed security 1ML+75
7/16

Mortgage backed security 1ML+80
7/16

25

sk

sk

sk

sk

sk

*k

*k

sk

sk

sk

sk

sk

1,841
776
395

1,407

1,713
345

1,089

707

187

24

40



(a)

Edgar Filing: EASTMAN CHEMICAL CO - Form 11-K

Eastman Investment and Employee Stock Ownership Plan

Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)

December 31, 2006

(b) Identity of issue, borrower, lessor, or
similar party

Commercial Mortgage Pass Through COMM
06-CN2A E

Commercial Mortgage Pass Through COMM
04-HTL1 B

Commercial Mortgage Pass Through COMM
06-CN2A CFX

Commercial Mortgage Pass Through COMM
06-CN2A F

Commercial Mortgage Pass Through COMM
04-LB4A XP

Commercial Mortgage Pass Through COMM
05-LP5 A2

Commercial Mortgage Pass Through COMM
05-LP5 XP

Commercial Mortgage Pass Through COMM
06-C8 XP

Commercial Mortgage Pass Through COMM
06-CN2A BFX

Commercial Mortgage Pass Through COMM
05-C6 XP

Constellation Energy Grp.
Constellation Energy Grp.
Continental Airlines Inc
98-3A2

CONTL AIR

Continental Airlines Inc CONTL AIR 991A
Countrywide Asset Backed Certificates CWL
03-SD3 A1l

Countrywide Asset Backed Certificates CWL
04-3 M1

Countrywide Asset Backed Certificates CWL
04-4 A

Countrywide Home Loans
2A1

CWHL 02-25

CPS Auto Trust CPS 06-C A3

(in thousands)

(c) Description of investment,

(d)

including maturity date, rate of Historical

interest, collateral, par or

maturity value

Mortgage backed security CSTR

2/19

Mortgage backed security 1ML+45

7/16

Mortgage backed security

5.47945% 2/19

Mortgage backed security CSTR

2/19

Interest only strip CSTR 10/37
Mortgage backed security
4.63% 5/43

Interest only strip CSTR 5/43

Interest only strip CSTR 12/46
Mortgage backed security 5.537%
2/19

Interest only strip CSTR 6/44
Corporate Bond 6.35% 4/01/07
Corporate Bond 6.125% 9/01/09
Mortgage backed

security 6.32% 11/1/08

Mortgage backed security

6.545% 2/02

Mortgage backed security 1ML+42
12/32

Mortgage backed security 1ML+50
6/34

Mortgage backed security
IML+37.5 8/34

Mortgage backed security 5.5%
11/17

Mortgage backed security 5.14%
1/11

cost

*k

Hk

sk

sk

sk

*k

sk

*k

*k

*k

*k

*k

*k

*k

*k

sk

*k

*k

*k

(e) Current
Value

355

117
81
305
1,307
121
1,044
274
129
1,221
561
194
962
15
151
56

240

336

41
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Credit Suisse Mortgage Capital CSMC 06-C4

ASP

Credit Suisse Mortgage Capital CSMC 06-C5

ASP

Crown Castle Towers LLC CCIO05-1A B

Crown Castle Towers LLC CCI05-1A C

CS First Boston Mortgage Securities
Corp CSFB 97-C2 A3

CS First Boston Mortgage Securities
Corp CSFB 04-C4 ASP

CS First Boston Mortgage Securities
Corp CSFB 05-C1 ASP

CS First Boston Mortgage Securities
Corp CSFB 99-C1 A2

CS First Boston Mortgage Securities
Corp CSFB 01-CK3 A3

CS First Boston Mortgage Securities
Corp CSFB 03-C4 A3

CS First Boston Mortgage Securities
Corp CSFB 03-C5 A3

CS First Boston Mortgage Securities
Corp CSFB 04-C1 A3

CS First Boston Mortgage Securities
Corp CSFB 05-C4 ASP

CS First Boston Mortgage Securities
Corp CSFB 2004-C1 A2

Interest only strip CSTR 9/39

Interest only strip CSTR 12/39
Mortgage backed security 4.878%
6/35

Mortgage backed security 5.074%
6/35

Mortgage backed security 6.55%
1/35

Interest only strip CSTR 10/39

Interest only strip CSTR 2/38
Mortgage backed

security 7.29% 9/41

Mortgage backed security

6.4% 6/34

Mortgage backed security CSTR
8/36

Mortgage backed security 4.429%
12/36

Mortgage backed security
4.321% 1/37

Interest only strip CSTR 8/38
Mortgage backed security 3.516 %
1/37

26

sk

sk

sk

*k

sk

sk

sk

sk

sk

sk

sk

sk

sk

sk

1,493
849
524
477
566
165
138

2,744
431
561
952
509
337

1,437

42
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Eastman Investment and Employee Stock Ownership Plan
Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(@) (b) Identity of issue, borrower, lessor, or (c) Description of investment, (d) (e) Current
similar party including maturity date, rate of Historical Value
interest, collateral, par or cost
maturity value
CS First Boston Mortgage Securities o
Corp CSFB 05-C2 ASP Interest only strip CSTR 4/37 186
Mortgage backed security o
CW Capital Cobalt CWCI 06-C1 A2 5.122% 8/15/48 1,045
Daimler Chrysler Auto Trust DCAT 2006-C Mortgage backed security o
A4 498% 11/11 1,011
Daimler Chrysler Auto Trust DCAT 2006-C Mortgage backed security 5.11% o
B 4/13 847
Daimler Chrysler NA Holding Corp Corporate Bond 5.75% 8/10/09 o 2,995
Deutsche Telekom Int. Fin. Corporate Bond 5.375% 3/23/11 HE 1,866
Mortgage backed security 6.971% o
Diversified Reit Trust DRT 00-1A A2 3/10 521
DLJ Commercial Mortgage Corp DLJICM Mortgage backed security o
00-CF1 A1B 7.62% 6/33 904
DLJ Commercial Mortgage Corp DLJICM Mortgage backed security o
99-CG1 A1B 6.46% 3/32 1,015
DLJ Commercial Mortgage Corp DLJICM Mortgage backed security o
1999-CG1 A3 6.77% 3/32 1,396
RR Donnelley & Sons Co. Corporate Bond 3.75% 4/1/09 o 1,871
Mortgage backed o
Drive Auto Receivables Trust DRIVE 05-3 A3 security 4.99% 10/10 1,297
Drive Auto Receivables Trust DRIVE 06-2 ~ Mortgage backed o
A-2 security 5.3% 7/11 882
Drive Auto Receivables Trust DRIVE 06-2 ~ Mortgage backed o
A-3 security 5.33% 4/14 1,130
DriveTime Auto Owner Trust DRVT 2006-A Mortgage backed security 5.501% o
A3 11/11 801
DriveTime Auto Owner Trust DRVT 2006-B Mortgage backed security o
A2 5.32% 3/10 1,398
DriveTime Auto Owner Trust DRVT 2006-B Mortgage backed security 5.23% o
A3 8/12 792
Exelon Generation Co.Inc Corporate Bond 6.95% 6/15/11 HE 1,337
Fannie Mae FNMA 7.00% 6/08 #050751 *E 202
Fannie Mae FNMA 7.00% 1/13 #251428 ** 8
Fannie Mae FNMA 7.00% 8/08 #252068 *E 26

Fannie Mae FNMA ARM 4.25% 2/35 255658 HE 92



Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae

Fannie Mae

Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
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FNMA 6.50% 11/13 #323755
FNMA 7.00% 8/14 #323877
FNMA 6.00% 3/14 #487614
FNMA 6.50% 9/14 #514373
FNMA 7.00% 11/14 #522277
FNMA 6.50% 10/13 #535234
FNMA 7.00% 6/16 #545122
FNMA ARM 4.305% 8/33 555696
FNMA 7.00% 2/16 #569915
FNMA 6.00% 10/16 #589129
FNMA 7.00% 8/16 #599602
FNMA 7.00% 4/17 #636135
FNMA 6.50% 4/17 #637244
FNMA ARM 4.710% 10/32
648938

FNMA ARM 4.732% 10/32
668509

FNMA 6.00% 11/17 #671380
FNMA 6.00% 11/17 #672789
FNMA 6.00% 12/17 #673965
FNMA ARM 4.925% 12/32 677026
FNMA 6.00% 2/18 #684153

27

sk

sk

sk

sk

sk

sk

*k

sk

sk

sk

sk

*k

sk

*k

sk

sk

*k

sk

sk

sk

342
62
40

31
615
21
153
58
40
84
295
203

11
22
190
58
70

18

44
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Eastman Investment and Employee Stock Ownership Plan
Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(@) (b) Identity of issue, borrower, lessor, or (c) Description of investment, (d) (e) Current
similar party including maturity date, rate of Historical Value

interest, collateral, par or
maturity value

cost

Fannie Mae FNMA ARM 3.828% 4/33 688969 ok 234
Fannie Mae FNMA ARM 4.646% 1/33 689554 ok 51
Fannie Mae FNMA 7.00% 2/18 #693327 K 223
Fannie Mae FNMA ARM 4.708% 2/33 693344 ok 15
Fannie Mae FNMA ARM 4.318% 3/33 694530 ok 37
Fannie Mae FNMA ARM 4.801% 2/33 695019 ok 112
Fannie Mae FNMA ARM 4.292% 3/33 701296 K 88
Fannie Mae FNMA ARM 3.984% 5/33 703915 K 23
Fannie Mae FNMA ARM 4.079% 4/33 708221 ok 27
Fannie Mae FNMA ARM 4.351% 6/33 720921 ok 42
Fannie Mae FNMA ARM 3.878% 6/33 723633 ok 303
Fannie Mae FNMA ARM 3.836% 6/33 723760 ok 59
Fannie Mae FNMA ARM 5.12% 1/34 725109 ok 62
Fannie Mae FNMA ARM 4.862% 9/34 725855 ok 135
Fannie Mae FNMA ARM 4.832% 8/34 725858 K 74
FNMA ARM 4.409% 10/34 ok
Fannie Mae 725968 419
Fannie Mae FNMA 4.00% 8/18 #727438 ok 1,272
Fannie Mae FNMA ARM 5.229% 8/33 735030 ok 105
Fannie Mae FNMA ARM 4.115% 2/35 735343 K 44
Fannie Mae FNMA ARM 4.162% 2/35 735345 ok 116
Fannie Mae FNMA ARM 4.587% 2/35 735355 ok 1,132
Fannie Mae FNMA ARM 4.493% 8/34 735360 ok 231
Fannie Mae FNMA ARM 4.62% 2/35 735433 K 309
Fannie Mae FNMA ARM 4.53% 3/35 735448 ok 260
Fannie Mae FNMA ARM 4.319% 5/35 735538 K 95
Fannie Mae FNMA ARM 4.177% 3/35 735545 ok 335
Fannie Mae FNMA ARM 4.763% 6/35 735689 K 658
FNMA ARM 4.402% 10/34 ok
Fannie Mae 735934 750
FNMA ARM 4.898% 10/35 ok
Fannie Mae 745060 210
Fannie Mae FNMA ARM 4.99% 11/35 745064 ok 4,413
FNMA ARM 4.858% 10/35 ok
Fannie Mae 745231 303
Fannie Mae FNMA ARM 3.941% 6/34 745335 ok 508

45



Fannie Mae

Fannie Mae
Fannie Mae

Fannie Mae

Fannie Mae

Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae

FNMA ARM 5.541%
745972
FNMA ARM 3.753%
746320
FNMA ARM 4.155%
FNMA ARM 4.055%
749296
FNMA ARM 4.358%
754672
FNMA ARM 3.752%
755148
FNMA ARM 4.294%
FNMA ARM 3.750%

FNMA ARM 3.826% 10/33 763199
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11/36

10/33

7/34 747270
10/18

10/33

10/33

1/34 759264
1/34 761058

FNMA ARM 4.250% 1/34 765659
FNMA ARM 4.25% 2/34 765660
FNMA ARM 4.30% 1/34 766886

28

sk

sk

sk

sk

sk

sk

*k

sk

*k

sk

sk

sk

582

71
336

60

32

70
95
76
897
116
90
512

46
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Eastman Investment and Employee Stock Ownership Plan
Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(c) Description of investment, (d) (e) Current
including maturity date, rate of Historical Value

(@) (b) Identity of issue, borrower, lessor, or
similar party

interest, collateral, par or
maturity value

cost

Fannie Mae FNMA ARM 4.057% 5/34 768224 ok 30
Fannie Mae FNMA ARM 4.368% 2/34 769940 K 175
Fannie Mae FNMA ARM 3.83% 1/35 773220 ok 65
Fannie Mae FNMA ARM 3.98% 1/35 773221 ok 79
Fannie Mae FNMA ARM 4.12% 2/35 773243 ok 120
Fannie Mae FNMA ARM 4.455% 3/35 773281 ok 115
Fannie Mae FNMA 15YR 6.00% 1/22 #TBA ok 28
Fannie Mae FNMA ARM 3.939% 10/34 781549 ok 88
FNMA ARM 3.786% 12/34 ok
Fannie Mae 781576 86
FNMA ARM 3.827% 12/34 ok
Fannie Mae 781580 12
Fannie Mae FNMA ARM 3.791% 6/34 783545 ok 376
Fannie Mae FNMA ARM 4.351% 1/35 783580 ok 97
Fannie Mae FNMA ARM 4.499% 3/35 783587 ok 264
Fannie Mae FNMA ARM 4.4% 2/35 #783588 K 126
Fannie Mae FNMA ARM 4.876% 7/34 785318 ok 335
Fannie Mae FNMA ARM 5.019% 9/34 790458 ok 115
Fannie Mae FNMA ARM 4.658% 9/34 790618 K 28
Fannie Mae FNMA ARM 5.106% 9/34 790762 ok 82
Fannie Mae FNMA ARM 4.748% 7/34 793028 ok 228
Fannie Mae FNMA ARM 4.82% 8/34 793420 K 348
Fannie Mae FNMA ARM 4.74% 10/34 794794 ok 281
Fannie Mae FNMA ARM 4.96% 8/34 796987 ok 708
Fannie Mae FNMA ARM 3.737% 1/35 797416 ok 108
Fannie Mae FNMA ARM 4.202% 1/35 797418 ok 163
Fannie Mae FNMA ARM 4.67% 11/34 799727 ok 242
Fannie Mae FNMA ARM 4.85% 11/34 799812 ok 207
Fannie Mae FNMA ARM 5.064% 11/34 800067 K 22
FNMA ARM 4.825% 12/34 ok
Fannie Mae 800297 191
FNMA ARM 4.845% 12/34 ok
Fannie Mae 800335 68
Fannie Mae FNMA ARM 5.00% 9/34 801341 ok 982
Fannie Mae FNMA ARM 5.05% 7/34 801635 K 37
Fannie Mae FNMA ARM 4.23% 11/34 803591 ok 29

47



Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae

Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
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FNMA ARM 4.029% 1/35 806167
FNMA ARM 4.127% 1/35 806519
FNMA ARM 4.048% 1/35 806711
FNMA ARM 4.118% 1/35 807221
FNMA ARM 3.913% 12/34
809113

FNMA ARM 4.5% 2/35 #809429
FNMA ARM 5.029% 2/35 809463
FNMA ARM 4.625% 2/35 809931
FNMA ARM 4.145% 2/35 810415
FNMA ARM 4.872% 1/35 810896
FNMA ARM 4.57% 2/35 811803
FNMA ARM 4.052% 2/35 812091

29

sk

sk

sk

sk

sk

*k

sk

sk

sk

sk

*k

sk

31
126
49
131

60
827
27
230
157
1,366
74
60

48
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Eastman Investment and Employee Stock Ownership Plan
Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(c) Description of investment, (d) (e) Current
including maturity date, rate of Historical Value

(@) (b) Identity of issue, borrower, lessor, or
similar party

interest, collateral, par or
maturity value

cost

Fannie Mae FNMA ARM 4.118% 2/35 813114 ok 44
Fannie Mae FNMA ARM 4.151% 1/35 813170 ok 217
FNMA ARM 4.694% 11/34 ok
Fannie Mae 813184 281
Fannie Mae FNMA ARM 3.87% 1/35 813713 ok 131
Fannie Mae FNMA ARM 3.84% 1/35 813714 ok 212
Fannie Mae FNMA ARM 4.023% 2/35 813737 K 67
Fannie Mae FNMA ARM 5.01% 4/35 814954 K 204
Fannie Mae FNMA ARM 4.790% 1/35 815323 ok 282
Fannie Mae FNMA ARM 4.293% 3/35 815586 K 67
Fannie Mae FNMA ARM 4.653% 3/35 816322 ok 34
Fannie Mae FNMA ARM 4.857% 1/35 816356 ok 11
Fannie Mae FNMA ARM 4.573% 2/35 816591 ok 475
Fannie Mae FNMA ARM 4.639% 2/35 816599 K 46
Fannie Mae FNMA ARM 4.934% 3/35 819648 K 171
Fannie Mae FNMA ARM 4.928% 2/35 820356 K 740
Fannie Mae FNMA ARM 4.372% 4/35 820407 K 44
Fannie Mae FNMA ARM 4.725% 3/35 820598 K 587
Fannie Mae FNMA ARM 4.5% 5/35 #820996 K 62
Fannie Mae FNMA ARM 4.597% 6/35 821487 ok 224
Fannie Mae FNMA ARM 4.575% 7/35 822002 ok 208
Fannie Mae FNMA ARM 4.302% 1/35 827592 ok 97
FNMA ARM 5.8170% 5/35 ok
Fannie Mae 827781 471
Fannie Mae FNMA ARM 5.10% 5/35 827782 ok 209
Fannie Mae FNMA ARM 5.208% 5/35 827783 ok 1,781
Fannie Mae FNMA ARM 5.180% 5/35 827785 ok 269
Fannie Mae FNMA ARM 4.520% 8/35 829603 ok 186
Fannie Mae FNMA ARM 4.409% 5/35 829985 ok 223
Fannie Mae FNMA ARM 5.203% 6/35 830605 ok 334
Fannie Mae FNMA ARM 4.555% 7/35 832099 ok 271
Fannie Mae FNMA ARM 5.344% 7/35 834917 K 40
Fannie Mae FNMA ARM 5.101% 7/35 841837 ok 347
FNMA ARM 5.349% 12/34 ok
Fannie Mae 843013 105
Fannie Mae FNMA ARM 5.280% 3/35 843014 K 31

49



Fannie Mae

Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae

Fannie Mae
Fannie Mae
Fannie Mae
Fannie Mae
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FNMA ARM 5.43% 11/35 844168
FNMA ARM 4.893% 10/35
847787

FNMA ARM 5.32% 1/36 850852
FNMA ARM 5.409% 2/36 865319
FNMA ARM 5.84% 3/36 865958
FNMA ARM 5.98% 4/36 868793
FNMA ARM 5.839% 1/36 879146
FNMA ARM 3.854% 10/33
879906

FNMA ARM 6.21% 4/36 891332
FNMA ARM 6.08% 4/36 895834
FNMA ARM 5.50% 5/36 896475

30

sk

sk

sk

sk

sk

*k

sk

sk

sk

*k

sk

131

156
652
105
888
486
598

1,793
328
145
442
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Eastman Investment and Employee Stock Ownership Plan
Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(@) (b) Identity of issue, borrower, lessor, or (c) Description of investment, (d) (e) Current
similar party including maturity date, rate of Historical Value
interest, collateral, par or cost
maturity value
Fannie Mae FNMA ARM 6.63% 9/36 898175 HE 1,309
Fannie Mae FNMA ARM 6.60% 9/36 898177 ** 732
Fannie Mae FNMA ARM 6.62% 9/36 898178 ** 702
Fannie Mae FNMA ARM 6.65% 9/36 898179 ¥ 704
Fannie Mae FNMA ARM 6.62% 9/36 898180 ¥ 693
Fannie Mae FNMA ARM 5.26% 11/36 901494 ¥ 276
Mortgage backed security 4.5% o
Fannie Mae FNR 03-24 PB 12/12 897
Mortgage backed o
Fannie Mae FNR 02-18 PE security 5.5% 6/16 1,981
Fannie Mae FNR 03-23 AB Mortgage backed security 4% 3/17 o 1,000
Mortgage backed security o
Fifth Third Auto Trust FITAT 04-A A3 3.19% 2/08 2
First Investors Auto Owners Trust FIAOT 06A Mortgage backed security 4.93% o
A3 2/15/11 588
First Union — Lehmann Brothers Inc FULB ~ Mortgage backed security o
97-C2 A3 6.65% 11/29 261
Fleet Financial Group Corporate Bond 7.375% 12/01/09 o 918
FleetBoston Financial Corp. Corporate Bond 3.85% 2/15/08 o 400
Ford Credit Auto Owner Trust FORDO 05-C Mortgage backed o
A4 security 4.36% 6/10 715
Ford Credit Auto Owner Trust FORDO 06-C Mortgage backed security 5.15% o
A4A 2/12 1,493
Ford Credit Auto Owner Trust FORDO Mortgage backed o
2005-A B security 3.88% 1/10 290
Ford Credit Auto Owner Trust FORDO Mortgage backed security 5.3% o
2006-C B 6/12 361
Ford Credit Auto Owner Trust FORDO 05-A Mortgage backed security 3.72% o
A4 10/09 296
Ford Credit Auto Owner Trust FORDO Mortgage backed security 5.43% o
2006-B B 2/12 785
FPL Group Capital Inc Corporate Bond 5.551% 2/16/08 o 746
Mortgage backed security 5.03% o
Franklin Auto Trust FRNK 06-1 A4 7/14 2,075
Mortgage backed security 5.14% o

Franklin Auto Trust FRNK 06-1 B1 7/14 135



Franklin Resources Inc

Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac

Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
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Corporate Bond 3.7% 4/15/08
FHLG 5.00% 5/14 #E76434
FHLG 5.00% 6/14 #E77224
FHLM ARM 4.889% 3/33 847126
FHLM ARM 4.314% 12/34 1B2670
FHLM ARM 4.106% 12/34
1B2699

FHLM ARM 4.22% 2/35 1B2747
FHLM ARM 4.63% 3/35 1B2811
FHLM ARM 4.497% 6/35 1B2907
FHLM ARM 4.307% 5/35 847408
FHLM ARM 4.55% 2/35 1G0068
FHLM ARM 4.401% 2/35 1G0103
FHLM ARM 4.37% 3/35 1G0125
FHLM ARM 4.444% 3/35 1G0133
FHLM ARM 4.504% 3/35 1G0145
FHLM ARM 4.941% 11/35 1J1228
FHLM ARM 5.26% 1/36 1J1274
FHLM ARM 4.93% 9/35 1K1215
FHLM ARM 5.034% 4/35 1N0002
FHLM ARM 5.62% 12/35 1NO117
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1,510
22
79
39

107

84
682
470
133
171
188
327
174
118
127
453
453
419
545
720
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Eastman Investment and Employee Stock Ownership Plan

Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)

(b) Identity of issue, borrower, lessor, or

similar party

Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac

Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac
Freddie Mac

Freddie Mac FHR 1644 1A
Freddie Mac FHR 2292 QT
Fremont Home Loan Trust FHLT 04-1 M3
Fremont Home Loan Trust FHLT 04-1 M2
Fremont Home Loan Trust FHLT 04-1 M1
Fremont Home Loan Trust FHLT 04-A M1

GCO Slims Trust GCOSL 06-1A NOTE
GE Capital Commercial Mortgage
Group GECMC 04-C3 A2

GE Capital Commercial Mortgage
Group GECMC 02-2A A2

GE Capital Commercial Mortgage
Group GECMC 04-C2 A2

General Electric Capital Corp.

General Electric Capital Corp.

General Electric Capital Corp.

December 31, 2006

(in thousands)

(c) Description of investment,

(d)

including maturity date, rate of Historical

interest, collateral, par or
maturity value

FHLM ARM 6.53% 8/36 1NO187
FHLM ARM 6.67% 10/36 1G2538
FHLM ARM 5.34% 6/35 1L0097
FHLM ARM 4.40% 8/35 111225
FHLM ARM 5.885% 6/35 1L1275
FHLM ARM 5.676% 4/32 789284
FHLM ARM 4.819% 10/32
1B0610
FHLM ARM 4.441% 2/34 781229
FHLM ARM 4.13% 12/34 782916
FHLM ARM 4.232% 1/35 782988
FHLM ARM 4.434% 2/35 783032
FHLM ARM 4.307% 3/35 783067
Mortgage backed
security 6.75% 8/23
Mortgage backed security 6.5%
5/30
Mortgage backed security 1ML+55
2/34
Mortgage backed security 1ML+50
2/34
Mortgage backed security 1ML+45
2/34
Mortgage backed security 1ML+55
1/34
Mortgage backed
security 5.72% 3/22
Mortgage backed security
4.433% 7/39
Mortgage backed security 4.97%
8/36
Mortgage backed security 4.119
3/40
Corporate Bond 7.5% 6/15/09
Corporate Bond 4% 6/15/09
Corporate Bond 5.25% 10/27/09

cost

*k
*k
Hk
*k
sk
*k
sk

*k

*k

sk

sk

*k

sk

*k

*k

sk

*k

*k

sk

sk

*k

Hk

Hk

Hk
Hk

(e) Current
Value

1,685
571
318

1,848
216

15

16
100
116
309
215
99
61
11
100
100
31
451
620
1,931
1,571

506
1,158

1,156
4,556
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Global Signal Trust TOWER 06-1 C

Global Signal Trust TOWER 06-1 B
GMAC Commercial Mortgage Securities
Inc GMACC 04-C2 A2

GMAC Commercial Mortgage Securities
Inc GMACC 97-C1 A3

GMAC Commercial Mortgage Securities
Inc GMACC 2003-C2 Al

GMAC Commercial Mortgage Securities
Inc GMACC 97-C2 A3

GMAC Commercial Mortgage Securities
Inc GMACC 06-C1 A1l

GMAC Commercial Mortgage Securities
Inc GMACC 2002-C1 Al

GMAC Commercial Mortgage Securities
Inc GMACC 2004-C3 A3

Mortgage backed security 5.707%
2/36

Mortgage backed security 5.588%
2/36

Mortgage backed security CSTR
8/38

Mortgage backed

security 6.869% 7/29

Mortgage backed

security 4.576% 5/40

Mortgage backed

security 6.566% 4/29

Mortgage backed

security 4.975% 11/45

Mortgage backed

security 5.785% 11/39

Mortgage backed security CSTR
12/41
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424
343
1,449
178
2,315
51
722
1,316

1,237
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Eastman Investment and Employee Stock Ownership Plan
Schedule H, Line 4 (i) — Schedule of Assets (Held at End of Year)
December 31, 2006

(in thousands)

(a) (b) Identity of issue, borrower, (c) Description of investment, (d) Historical cost (e) Current
lessor, or similar party including maturity date, rate Value
of interest, collateral, par or
maturity value

GMAC Commercial Mortgage o
Securities Inc GMACC 05-C1 X2 Interest only strip CSTR 5/43 203
GMAC Commercial Mortgage o
Securities Inc GMACC 06-C1 XP Interest only strip CSTR 11/45 100
GMAC Commercial Mortgage o
Securities Inc GMACC 05-C1 A2 Interest only strip CSTR 5/43 731

ecoration:none;">January 29,

2011, from 16.9% for the

GMAC Commercial Mortgage three months ended
Securities Inc GMACC 04-C3 X2 Interest only strip CSTR 12/41 January 30, 2010.

Interest Income, Net. Interest income, net was zero for the three months ended January 29, 2011, compared to $0.1
million for the three months ended January 30, 2010.

Other (Income)/Expense, Net. Other (income)/expense, net was income of $0.1 million for the three months ended
January 29, 2011, compared to an expense of $0.3 million for the three months ended January 30, 2010. All amounts
for both the third quarter of fiscal 2011 and the third quarter of fiscal 2010 relate to currency rate fluctuations. The
functional currencies of these operations are the British pound, Czech koruna, Euro, Singapore dollar and Swiss
Franc. Some foreign operations have transactions denominated in currencies other than their functional currencies,
primarily sales in U.S. dollars and Euros, creating exchange rate sensitivities.

Income Before Income Taxes. Interconnect segment income before income taxes increased $0.7 million, or 20.0%, to
$4.2 million for the three months ended January 29, 2011, compared to $3.5 million for the three months ended
January 30, 2010 due to no restructuring expenses, lower commissions expense and favorable exchange rate
fluctuations, partially offset by lower sales and gross margins (including other income) in the third quarter of fiscal
2011, compared to the third quarter of fiscal 2010.
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Power Products Segment Results

Below is a table summarizing results for the three months ended:
(in millions)

January 29, January 30, Net Change  Net Change

2011 2010
Net sales $13.0 $9.6 $3.4 354 %
Cost of products sold 10.2 7.0 3.2 45.7 %
Gross margins 2.8 2.6 0.2 7.7 %
Restructuring — 0.1 (0.1 ) N/'M
Selling and administrative expenses 1.8 1.4 0.4 28.6 %
Other expense, net 0.1 — 0.1 N/M
Income before income taxes $0.9 $1.1 $(0.2 ) (18.2 )%

Percent of sales: January 29, January 30,

2011 2010
Net sales 100.0 % 100.0 %
Cost of products sold 78.5 % 72.9 %
Gross margins 21.5 % 27.1 %
Restructuring — % 1.0 %
Selling and administrative expenses 13.8 % 14.6 %
Other expense, net 0.8 % — %
Income before income taxes 6.9 % 11.5 %

Net Sales. Power Products segment net sales increased $3.4 million, or 35.4%, to $13.0 million for the three months
ended January 29, 2011, compared to $9.6 million for the three months ended January 30, 2010. Net sales increased
in the third quarter of fiscal 2011, as compared to the third quarter of fiscal 2010 by 19.9% in North America and by
69.6% in Asia. The increase was driven by higher demand for our busbar products in Asia, as well as higher demand
for our flexible cabling and heat sink products in North America. We also began selling busbar products in Europe,
which accounted for $0.4 million in net sales in the third quarter of fiscal 2011, compared to no sales in the third
quarter of fiscal 2010.

Cost of Products Sold. Power Products segment cost of products sold increased $3.2 million, or 45.7%, to $10.2
million for the three months ended January 29, 2011, compared to $7.0 million for the three months ended January 30,
2010. The Power Products segment cost of products sold as a percentage of sales increased to 78.5% for the three
months ended January 29, 2011, from 72.9% for the three months ended January 30, 2010. The increase in cost of
products sold as a percentage of sales is due to increased costs for the product development, including $0.7 million for
an on board charger for an electric truck in North America, partially offset by lower costs in our Asian busbar business
as well as our cabling business in the U.S. in the third quarter of fiscal 2011, compared to the third quarter of fiscal
2010.

Gross Margins. Power Products segment gross margins increased $0.2 million, or 7.7%, to $2.8 million for the three
months ended January 29, 2011, compared to $2.6 million for the three months ended January 30, 2010. Gross
margins as a percentage of net sales decreased to 21.5% for the three months ended January 29, 2011 from 27.1% for
the three months ended January 30, 2010. The decrease in gross margins as a percentage of sales is due to increased
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costs due to new product development in North America, partially offset by lower costs in our Asian busbar business
as well as our cabling business in the U.S. in the third quarter of fiscal 2011, compared to the third quarter of fiscal
2010.

Restructuring. During fiscal 2010, we completed all of our planned restructuring initiatives. During the third quarter
of fiscal 2010, we recorded a restructuring charge of $0.1 million for other costs.

Selling and Administrative Expenses. Selling and administrative expenses increased $0.4 million, or 28.6%, to $1.8
million for the three months ended January 29, 2011, compared to $1.4 million for the three months ended January 30,
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2010. The increase is primarily due to increased investment in new product development in North America. Selling
and administrative expenses as a percentage of net sales decreased to 13.8% for the three months ended January 29,
2011 from 14.6% for the three months ended January 30, 2010.

Other Expense, Net. Other expense, net was $0.1 million for the three months ended January 29, 2011, compared to
zero for the three months ended January 30, 2010.

Income Before Income Taxes. Power Products income before income taxes decreased $0.2 million, or 18.2%, to $0.9
million for the three months ended January 29, 2011, compared to $1.1 million for the three months ended January 30,
2010, due to increased expenses for new product development, unfavorable currency rate fluctuations, partially offset

by higher net sales and gross margins and no restructuring charges in the third quarter of fiscal 2011, compared to the

third quarter of fiscal 2010.

Other Segment Results

Below is a table summarizing results for the three months ended:
(in millions)

January 29, January 30, Net Change  Net Change

2011 2010
Net sales $3.3 $2.1 $1.2 57.1 %
Cost of products sold 3.2 2.3 0.9 39.1 %
Gross margins 0.1 (0.2 ) 03 N/M
Selling and administrative expenses 0.7 0.8 (0.1 ) (12.5 )%
Loss before income taxes $(0.6 ) $(1.0 ) $04 (40.0 )%

Percent of sales: January 29, January 30,

2011 2010
Net sales 100.0 % 100.0 %
Cost of products sold 97.0 % 109.5 %
Gross margins 3.0 % (9.5 )%
Selling and administrative expenses 21.2 % 38.1 %
Loss before income taxes (18.2 Y% (47.6 )%

Net Sales. The Other segment net sales increased $1.2 million, or 57.1%, to $3.3 million for the three months ended
January 29, 2011, compared to $2.1 million for the three months ended January 30, 2010. Net sales from our
torque-sensing business increased 207.5% in the third quarter of fiscal 2011, compared to the third quarter of fiscal
2010. Net sales from our testing facilities decreased 5.5% in the third quarter of fiscal 2011, compared to the third
quarter of fiscal 2010.

Cost of Products Sold. Other segment cost of products sold increased $0.9 million to $3.2 million for the three
months ended January 29, 2011, compared to $2.3 million for the three months ended January 30, 2010. Cost of
products sold as a percentage of sales decreased to 97.0% in the third quarter of fiscal 2011, compared to 109.5% in
the third quarter of fiscal 2010.
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Gross Margins. The Other segment gross margins increased $0.3 million, to $0.1 million for the three months ended
January 29, 2011, compared to a loss of $0.2 million for the three months ended January 30, 2010. The increase is
due to the increased net sales in our torque-sensing business in the third quarter of fiscal 2011, compared to the third
quarter of fiscal 2010.

Selling and Administrative Expenses. Selling and administrative expenses decreased $0.1 million, or 12.5%, to $0.7
million for the three months ended January 29, 2011, compared to $0.8 million for the three months ended January 30,
2010. Selling and administrative expenses as a percentage of net sales decreased to 21.2% for the three months ended
January 29, 2011, from 38.1% for the three months ended January 30, 2010.
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Loss Before Income Taxes. The Other segment loss before income taxes decreased $0.4 million, or 40.0%, to $0.6

million for the three months ended January 29, 2011, compared to $1.0 million for the three months ended January 30,

2010. The loss decreased due to higher sales and gross profit from our torque sensing business as well as lower

selling and administrative expenses in the third quarter of fiscal 2011, as compared to the third quarter of fiscal 2010.

Results of Operations for the Nine Months Ended January 29, 2011 as Compared to the Nine Months Ended

January 30, 2010

Consolidated Results

Below is a table summarizing results for the nine months ended:

(in millions)
(“N/M” equals not meaningful)

Net sales
Other income

Cost of products sold
Gross margins (including other income)

Restructuring

Selling and administrative expenses

Interest expense, net

Other expense, net

Income tax (benefit)/expense

Net income/(loss) attributable to noncontrolling
interest

Net income/(loss) attributable to Methode
Electronics, Inc.

Percent of sales:

Net sales

Other income

Cost of products sold

Gross margins (including other income)
Restructuring

Selling and administrative expenses
Interest expense, net

Other expense, net

Income tax (benefit)/expense

Net income/(loss) attributable to noncontrolling
interest

January 29,
2011
$306.2

2.6

308.8

245.5

63.3

53.2
0.2
0.7
0.1
0.1

$9.4

January 29,
2011

100.0

0.8

80.2

20.7

17.4

0.1

0.2

0.0

0.0
3.1

January 30,
2010
$277.4

3.6

281.0

223.6
57.4

7.3
494
0.1

2.8
0.2

$(2.4

January 30,
2010

100.0

1.3

80.6

20.7

2.6

17.8

0.0

1.0
0.1
0.9

)

Net Change

$28.8 10.4
(1.0 ) (27.8
27.8 9.9
21.9 9.8
5.9 10.3
(7.3 ) N/M
3.8 7.7
0.1 100.0
0.7 N/M
2.9 ) (103.6
0.3 ) N/M
$11.8 N/M

Net Change

%
)%
%
%
%
%
%

)%
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Net income/(loss) attributable to Methode
Electronics, Inc.

Net Sales. Consolidated net sales increased $28.8 million, or 10.4%, to $306.2 million for the nine months ended
January 29, 2011, from $277.4 million for the nine months ended January 30, 2010. Net sales benefited by $1.7
million for the nine months ended January 30, 2010, related to a one-time reversal of pricing contingencies which
were accrued over several years and were no longer required. The Automotive segment net sales increased $4.9
million, or 3.2%, to $156.5 million for the first nine months of fiscal 2011, from $151.6 million for the first nine
months of fiscal 2010. The Interconnect segment net sales increased $15.2 million, or 17.2%, to $103.7 million for
the first nine months of fiscal 2011, compared to $88.5 million for the first nine months of fiscal 2010. The Power
Products segment net sales increased $6.4 million, or 21.3%, to $36.5
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million for the first nine months of fiscal 2011, as compared to $30.1 million for the first nine months of fiscal 2010.
The Other segment net sales increased $2.2 million, or 30.6%, to $9.4 million for the first nine months of fiscal 2011,
as compared to $7.2 million for the first nine months of fiscal 2010. Translation of foreign operations net sales for the
nine months ended January 29, 2011 decreased reported net sales by $5.0 million or 1.6% due to average currency
rates in the first nine months of fiscal 2011, compared to the average currency rates in the first nine months of fiscal
2010.

Other Income. Other income decreased $1.0 million, or 27.8%, to $2.6 million for the nine months ended January 29,
2011, from $3.6 million for nine months ended January 30, 2010. Other income consisted primarily of earnings from
engineering design fees and royalties. The decrease relates to lower engineering design fees from our European
automotive market.

Cost of Products Sold. Consolidated cost of products sold increased $21.9 million, or 9.8%, to $245.5 million for the
nine months ended January 29, 2011, compared to $223.6 million for the nine months ended January 30, 2010.
Consolidated cost of products sold as a percentage of sales were 80.2% in the first nine months of fiscal 2011,
compared to 80.6% in the first nine months of fiscal 2010. During the first nine months of fiscal 2011, we recorded a
negotiated program termination charge of $1.3 million for certain products manufactured in our Malta facility and
$0.4 million for customer cancellation of certain products manufactured in our U.S. facility. In addition, we incurred
$2.0 million in additional costs due to a certain vendor's production and delivery issues for new products that began
ramping up production during the first nine months of fiscal 2011. The increases were more than offset by cost
efficiencies experienced in our Asian businesses, higher sales volumes as well as a change in sales mix within the
Interconnect segment in the first nine months of fiscal 2011, as compared to the first nine months of fiscal 2010.
Included in the cost of products sold for the nine months ended January 30, 2010 is $0.7 million of asset write-downs
related to the termination of the Delphi supply agreement.

Gross Margins (including other income). Consolidated gross margins (including other income) increased $5.9
million, or 10.3%, to $63.3 million for the nine months ended January 29, 2011, as compared to $57.4 million for the
nine months ended January 30, 2010. Gross margins (including other income) as a percentage of net sales were
20.7% for both the nine months ended January 29, 2011 and January 30, 2010. Gross margins (including other
income) as a percentage of sales declined due to loss of the Delphi business, the one-time reversal of pricing
contingencies in the first nine months of fiscal 2010, the customer negotiated program cancellation and other customer
cancellation charges, lower other income and costs due to a certain vendor's production and delivery issues, but were
more than offset by higher sales volumes, a favorable change in sales mix within the Interconnect segment and cost
efficiencies from our Asian businesses, in the first nine months of fiscal 2011, as compared to the first nine months of
fiscal 2010.

Restructuring. During fiscal 2010, we completed all of our planned restructuring initiatives. During the first nine
months of fiscal 2010, we recorded a total restructuring charge of $7.3 million, which consisted of $4.1 million for
employee severance, $1.4 million for accelerated depreciation and $1.8 million for other costs.

Selling and Administrative Expenses. Selling and administrative expenses increased $3.8 million, or 7.7%, to $53.2
million for the nine months ended January 29, 2011, compared to $49.4 million for the nine months ended January 30,
2010. During the first nine months of fiscal 2011, we recorded an expense of $2.1 million for litigation regarding
unsecured claims sold to Blue Angel LLC in June 2006, related to the Delphi bankruptcy. See the Overview section
for more information regarding this matter. Stock option and stock award amortization increased by $1.2 million, to
$1.9 million in the first nine months of fiscal 2011, compared to $0.7 million in the first nine months of fiscal 2010.
Delphi litigation expenses decreased $0.8 million, to $3.5 million for the nine months ended January 29, 2011,
compared to $4.3 million for the nine months ended January 30, 2010. Selling and marketing expenses increased in
our North American and Asian automotive businesses, partially offset by lower commissions and professional fees in
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the first nine months of fiscal 2011, compared to the first nine months of fiscal 2010. Selling and administrative
expenses as a percentage of net sales were 17.4% for the nine months ended January 29, 2011 and 17.8% for the nine
months ended January 30, 2010.

Interest Expense, Net. Interest expense, net increased $0.1 million, to $0.2 million for the nine months ended

January 29, 2011, compared to $0.1 million for the nine months ended January 30, 2010. Interest income was $0.4
million for the nine months ended January 29, 2011, compared to $0.3 million for the nine months ended January 30,
2010. Interest expense was $0.6 million for the nine months ended January 29, 2011, compared to $0.4 million for the
nine months ended January 30, 2010. The increase in interest expense relates to borrowings against our credit facility
during the first nine months of fiscal 2011.

Other Expense, Net. Other expense, net was $0.7 million for the nine months ended January 29, 2011, compared to
zero for the nine months ended January 30, 2010. The first nine months of fiscal 2011 included income of $1.2
million for life insurance polices in connection with the deferred compensation plan. The first nine months of fiscal
2010 included income of
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$0.6 million related to an enhanced cash fund, as well as income of $0.4 million for life insurance polices in
connection with the deferred compensation plan. All other amounts for both the nine months ended January 29, 2011
and January 30, 2010, relate to currency rate fluctuations. The functional currencies of these operations are the British
pound, Chinese yuan, Czech koruna, Euro, Indian Rupee, Mexican peso, Singapore dollar and Swiss Franc. Some
foreign operations have transactions denominated in currencies other than their functional currencies, primarily sales
in U.S. dollars and Euros, creating exchange rate sensitivities.

Income Tax (Benefit)/Expense. Income tax (benefit)/expense decreased by $2.9 million to a benefit of $0.1 million
for the nine months ended January 29, 2011, compared to an expense of $2.8 million for the nine months ended
January 30, 2010. The first nine months of fiscal 2011 includes a benefit of $2.8 million related to the expiration of
uncertain tax positions and interest from prior periods, partially offset by income taxes for foreign profits of $2.5
million. The first nine months of fiscal 2010 includes taxes on foreign profits of $1.1 million, book to income tax
return adjustments of $2.8 million and other adjustments of $1.6 million. In addition, a benefit of $2.7 million was
recorded due to the settlement of uncertain tax positions and related interest from prior periods.

Net Income/(Loss) Attributable to Methode Electronics, Inc. Net income/(loss) attributable to Methode

Electronics, Inc. increased $11.8 million to $9.4 million for the nine months ended January 29, 2011, compared to a
loss of $2.4 million for the nine months ended January 30, 2010. The increase is primarily due to no restructuring
expenses, higher net sales and gross margins, the decrease in net tax expense, gain from life insurance policy, partially
offset by the Blue Angel unsecured claims charge, the one-time reversal of pricing contingencies in the first nine
months of fiscal 2010, customer negotiated cancellation and other customer cancellation costs, higher stock option and
stock award amortization expense, costs related to a certain vendor's production and delivery issues, higher
development, and selling and marketing expenses in the first nine months of fiscal 2011, compared to the first nine
months of fiscal 2010.
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Operating Segments

Automotive Segment Results

Below is a table summarizing results for the nine months ended:

(in millions)
(“N/M” equals not meaningful)

.;z(l)nlulary 29, ;a(l)ri%ary 30, Net Change Net Change
Net sales $156.5 $151.6 $4.9 32 %
Other income 2.5 3.2 (0.7 (21.9 )%

159.0 154.8 4.2 2.7 %
Cost of products sold 129.7 127.3 24 1.9 %
Gross margins (including other income) 29.3 27.5 1.8 6.5 %
Restructuring — 54 (5.4 N/M
Selling and administrative expenses 20.0 14.9 5.1 342 %
Interest income, net 0.2 ) — (0.2 N/M
Other expense, net 1.3 0.7 0.6 85.7 %
Income before income taxes $8.2 $6.5 $1.7 26.2 %

] January 29, January 30,

Percent of sales: 2011 2010
Net sales 100.0 % 100.0 %
Other income 1.6 % 2.1 %
Cost of products sold 82.9 % 84.0 %
Gross margins (including other income) 18.7 % 18.1 %
Restructuring — % 3.6 %
Selling and administrative expenses 12.8 % 9.8 %
Interest income, net (0.1 Y% — %
Other expense, net 0.8 % 0.5 %
Income before income taxes 5.2 % 4.3 %

Net Sales. Automotive segment net sales increased $4.9 million, or 3.2%, to $156.5 million for the nine months ended
January 29, 2011, from $151.6 million for the nine months ended January 30, 2010. Net sales benefited by $1.7
million for the nine months ended January 30, 2010, related to a one-time reversal of pricing contingencies which
were accrued over several years and were no longer required. There were no sales to Delphi Corporation in the first
nine months of fiscal 2011, as compared to net sales of $14.1 million in the first nine months of fiscal 2010 due to the
cancellation of the supply agreement on September 10, 2009. Net sales increased in Asia and Europe by 148.6% and
1.8%, respectively, however, net sales from North America declined by 59.0% in the first nine months of fiscal 2011,
compared to the first nine months of fiscal 2010. Net sales also declined in North America by $11.4 million due to the
planned transfer of production from our U.S. facility to our facility in Shanghai, China in the third quarter of fiscal
2010 as well as by $10.2 million due to the termination of production of certain Ford legacy products at our Reynosa,
Mexico facility at the end of the second quarter of fiscal 2010. The North America automotive sales increased by
$12.4 million for the first nine months of fiscal 2011 due to the Ford Center Console Program, launched at the end of
the first quarter. Translation of foreign operations net sales in the nine months ended January 29, 2011 decreased
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reported net sales by $4.9 million, or 3.0%, due to average currency rates in the first nine months of fiscal 2011,
compared to the average currency rates in the first nine months of fiscal 2010.

Other Income. Other income decreased $0.7 million, or 21.9%, to $2.5 million for the nine months ended January 29,
2011, from $3.2 million for nine months ended January 30, 2010. Other income consisted primarily of earnings from
engineering design fees and royalties. The decrease relates to lower engineering design fees in our European
automotive business.
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Cost of Products Sold. Automotive segment cost of products sold increased $2.4 million, or 1.9%, to $129.7 million
for the nine months ended January 29, 2011, from $127.3 million for the nine months ended January 30, 2010. The
first nine months of fiscal 2011 includes a charge of $1.3 million for negotiated program termination costs for certain
products manufactured in our Malta facility. In addition, we incurred $2.0 million in additional costs due to a certain
vendor's production and delivery issues for new products that began ramping up production during the second quarter
of fiscal 2011. The Automotive segment cost of products sold as a percentage of sales were 82.9% in the first nine
months of fiscal 2011, compared to 84.0% in the first nine months of fiscal 2010. The decrease in cost of products
sold as a percentage of sales were primarily due to higher sales volumes and improvements in cost of products sold in
Asia, partially offset by the loss of the Delphi business, customer program cancellation charges and costs related to a
certain vendor's production and delivery issues, partially offset by higher sales volumes and improvements in cost of
products sold in Asia. The increasing costs of products sold as a percentage of sales in North America primarily
relates to the development of new products which are expected to begin shipping in future periods. Included in the
cost of products sold for the nine months ended January 30, 2010 is $0.7 million of asset write-downs relating to the
termination of the Delphi supply agreement.

Gross Margins (including other income). Automotive segment gross margins (including other income) increased $1.8
million, or 6.5%, to $29.3 million for the nine months ended January 29, 2011, as compared to $27.5 million for the
nine months ended January 30, 2010. The Automotive segment gross margins (including other income) as a
percentage of net sales were 18.7% for the nine months ended January 29, 2011, as compared to 18.1% for the nine
months ended January 30, 2010. Gross margins (including other income) as a percentage of sales increased in the first
nine months of fiscal 2011, compared to the first nine months of fiscal 2010, due to higher sales volumes and cost
efficiencies in Asia, partially offset by the loss of the Delphi business, lower other income, increasing costs on the
remaining North American business, customer program cancellation charges and costs related to a certain vendor's
production and delivery issues.

Restructuring. During fiscal 2010, we completed all of our planned restructuring initiatives. During the first nine
months of fiscal 2010, we recorded a total restructuring charge of $5.4 million, which consisted of $3.6 million for
employee severance, $1.0 million for accelerated depreciation and $0.8 million for other costs.

Selling and Administrative Expenses. Selling and administrative expenses increased $5.1 million, or 34.2%, to $20.0
million for the nine months ended January 29, 2011, compared to $14.9 million for the nine months ended January 30,
2010. During the first nine months of fiscal 2011, we recorded an expense of $2.1 million for litigation regarding
unsecured claims sold to Blue Angel LLC in June 2006, related to the Delphi bankruptcy. See the Overview section
for more information regarding this matter. Delphi litigation expenses decreased $0.8 million, to $3.5 million for the
nine months ended January 29, 2011, compared to $4.3 million for the nine months ended January 30, 2010. In
addition, selling and marketing expenses increased in our North American and Asian automotive businesses primarily
due to new product development efforts in the first nine months of fiscal 2011, compared to the first nine months of
fiscal 2010. Selling and administrative expenses as a percentage of net sales were 12.8% for the nine months ended
January 29, 2011 and 9.8% for the nine months ended January 30, 2010.

Interest Income, Net. Interest income, net was $0.2 million for the nine months ended January 29, 2011, compared to
zero for the nine months ended January 30, 2010.

Other Expense, Net. Other expense, net increased $0.6 million, or 85.7%, to $1.3 million for the nine months ended
January 29, 2011, compared to $0.7 million for the nine months ended January 30, 2010. All amounts for both the
first nine months of fiscal 2011 and the first nine months of fiscal 2010 relate to currency rate fluctuations. The
functional currencies of these operations are the British pound, Chinese yuan, Euro and the Mexican peso. Some
foreign operations have transactions denominated in currencies other than their functional currencies, primarily sales
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in U.S. dollars and Euros, creating exchange rate sensitivities.

Income Before Income Taxes. Automotive segment income before income taxes increased $1.7 million or 26.2%, to
$8.2 million for the nine months ended January 29, 2011, compared to $6.5 million for the nine months ended
January 30, 2010 due to no restructuring charges, higher sales and gross margins (including other income), partially
offset by the Blue Angel unsecured claims charge, higher currency translation expenses, the one-time reversal of
pricing contingencies in the first nine months of fiscal 2010, higher selling and marketing expenses, increased
development cost in North American, and negotiated program termination costs in the first nine months of fiscal 2011,
compared to the first nine months of fiscal 2010.
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Interconnect Segment Results

Below is a table summarizing results for the nine months ended:

(in millions)
(“N/M” equals not meaningful)

Net sales
Other income

Cost of products sold
Gross margins (including other income)

Restructuring

Selling and administrative expenses
Interest income

Other expense, net

Income before income taxes

Percent of sales:

Net sales

Other income

Cost of products sold

Gross margins (including other income)
Restructuring

Selling and administrative expenses
Interest income

Other expense, net

Income before income taxes

January 29,
2011
$103.7

0.2

103.9

73.8

30.1

16.1
0.1
04
$13.7

January 29,
2011

100.0

0.2

71.2

29.0

15.5

(0.1

04

13.2

)

%
%

January 30,
2010

$88.5

0.1

88.6

65.6
23.0

1.5
16.1
0.1
0.3
$5.2

January 30,
2010

100.0

0.1

74.1

26.0

1.7

18.2

)% (0.1

0.3
59

Net Change
$15.2

0.1
15.3
8.2
7.1
(1.5

0.1
$8.5

)

Net Change

17.2
100.0
17.3

12.5
30.9

N/M

333
163.5

Net Sales. Interconnect segment net sales increased $15.2 million, or 17.2%, to $103.7 million for the nine months

ended January 29, 2011, from $88.5 million for the nine months ended January 30, 2010. Net sales increased 19.2%

and 30.1% in North America and Europe, respectively, however, net sales declined in Asia by 7.9% in the first nine
months of fiscal 2011, compared to the first nine months of fiscal 2010. The increase in North America is due to
increased sales for our data, sensor and radio remote control devices and the increase in Europe is due to increased
sales for radio remote control devices. The decrease in Asia relates to lower sales for legacy products due to the

planned exit of this business in the first nine months of fiscal 2011, compared to the first nine months of fiscal 2010.

%

%
%
%

Translation of foreign operations net sales in the nine months ended January 29, 2011 decreased reported net sales by

$0.1 million, due to average currency rates in the first nine months of fiscal 2011, compared to the average currency
rates in the first nine months of fiscal 2010.

Other Income. Other income increased $0.1 million to $0.2 million for the nine months ended January 29, 2011,
compared to $0.1 million for the nine months ended January 30, 2010.
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Cost of Products Sold. Interconnect segment cost of products sold increased $8.2 million, or 12.5%, to $73.8 million
for the nine months ended January 29, 2011, compared to $65.6 million for the nine months ended January 30, 2010.
Interconnect segment cost of products sold as a percentage of net sales decreased to 71.2% for the nine months ended
January 29, 2011, compared to 74.1% for the nine months ended January 30, 2010. The decrease is primarily due to a
favorable change in sales mix within the segment as well as the overall increase in net sales in the first nine months of
fiscal 2011, compared to the first nine months of fiscal 2010.
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Gross Margins (including other income). Interconnect segment gross margins (including other income) increased $7.1
million, or 30.9%, to $30.1 million for the nine months ended January 29, 2011, as compared to $23.0 million for the
nine months ended January 30, 2010. Gross margins (including other income) as a percentage of net sales increased
to 29.0% for the nine months ended January 29, 2011, from 26.0% for the nine months ended January 30, 2010. The
increase in gross margins (including other income) as a percentage of net sales primarily relates to higher sales
volumes as well as a favorable change in sales mix within the segment in the first nine months of fiscal 2011,
compared to the first nine months of fiscal 2010.

Restructuring. During fiscal 2010, we completed all of our planned restructuring initiatives. During the first nine
months of fiscal 2010, we recorded a total restructuring charge of $1.5 million, which consisted of $0.4 million for
employee severance, $0.1 million for accelerated depreciation and $1.0 million for other costs.

Selling and Administrative Expenses. Selling and administrative expenses were $16.1 million for both the nine
months ended January 29, 2011 and January 30, 2010. Selling and administrative expenses as a percentage of net
sales decreased to 15.5%, due to higher sales volumes, in the nine months ended January 29, 2011, from 18.2% for the
nine months ended January 30, 2010.

Interest Income, Net. Interest income, net was $0.1 million for both the nine months ended January 29, 2011 and
January 30, 2010.

Other Expense, Net. Other expense, net was $0.4 million for the nine months ended January 29, 2011, compared to
$0.3 million for the nine months ended January 30, 2010. The increase is primarily due to the weakening U.S. dollar
against the euro in the first nine months of fiscal 2011, compared to the first nine months of fiscal 2010. The
functional currencies of these operations are the British pound, Czech koruna, Euro, Singapore dollar and Swiss
Franc. Some foreign operations have transactions denominated in currencies other than their functional currencies,
primarily sales in U.S. dollars and Euros, creating exchange rate sensitivities.

Income Before Income Taxes. Interconnect segment income before income taxes increased $8.5, million to $13.7
million for the nine months ended January 29, 2011, compared to $5.2 million for the nine months ended January 30,
2010, due to increased net sales and gross margins (including other income), no restructuring expenses, slightly offset
by higher currency translation expense in the first nine months of fiscal 2011, compared to the first nine months of
fiscal 2010.
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Power Products Segment Results

Below is a table summarizing results for the nine months ended:
(in millions)

January 29, January 30, Net Change  Net Change

2011 2010
Net sales $36.5 $30.1 $6.4 21.3 %
Other income — 0.1 0.1 ) N/'M

36.5 30.2 6.3 20.9 %
Cost of products sold 29.0 23.1 5.9 25.5 %
Gross margins (including other income) 7.5 7.1 0.4 5.6 %
Restructuring — 0.5 0.5 ) N/'M
Selling and administrative expenses 4.8 4.3 0.5 11.6 %
Other expense, net 0.2 — 0.2 N/M
Income before income taxes $2.5 $2.3 $0.2 8.7 %

Percent of sales: January 29, January 30,

2011 2010
Net sales 100.0 % 100.0 %
Other income — % 0.3 %
Cost of products sold 79.5 % 76.7 %
Gross margins (including other income) 20.5 % 23.6 %
Restructuring — % 1.7 %
Selling and administrative expenses 13.2 % 14.3 %
Other expense, net 0.5 % — %
Income before income taxes 6.8 % 1.6 %

Net Sales. Power Products segment net sales increased $6.4 million, or 21.3%, to $36.5 million for the nine months
ended January 29, 2011, compared to $30.1 million for the nine months ended January 30, 2010. Net sales have
increased in the first nine months of fiscal 2011, as compared to the first nine months of fiscal 2010 by 0.6% in North
America and net sales increased by 75.1% in Asia. The increase in Asia was due to an increased demand for our
busbar products. In North America, higher demand for our flexible cabling was offset with lower demand for our
busbar products. We also began selling busbar products in Europe in the first nine months of fiscal 2011, which
accounted for $1.6 million in net sales, compared to no net sales in the first nine months of fiscal 2010.

Cost of Products Sold. Power Products segment cost of products sold increased $5.9 million, or 25.5%, to $29.0
million for the nine months ended January 29, 2011, compared to $23.1 million for the nine months ended January 30,
2010. The Power Products segment cost of products sold as a percentage of sales increased to 79.5% for the nine
months ended January 29, 2011, from 76.7% for the nine months ended January 30, 2010. The first nine months of
fiscal 2011 includes an inventory and equipment charge of $0.4 million, relating to the customer cancellation of
certain products manufactured in the U.S.. The increase in the cost of products sold as a percentage of sales is
primarily due to the customer cancellation charge as well as increased costs due to new product development, partially
offset with lower costs in our Asian business.
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Gross Margins (including other income). Power Products segment gross margins (including other income) increased
$0.4 million, or 5.6%, to $7.5 million for the nine months ended January 29, 2011, compared to $7.1 million for the
nine months ended January 30, 2010. Gross margins (including other income) as a percentage of net sales decreased
to 20.5% for the nine months ended January 29, 2011 from 23.6% for the nine months ended January 30, 2010. The
decrease in gross margins (including other income) as a percentage of sales is primarily due to the customer
cancellation charge as well as increased costs due to new product development, partially offset with lower costs in our
Asian business.
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Restructuring. During fiscal 2010, we completed all of our planned restructuring initiatives. During the first nine
months of fiscal 2010, we recorded a restructuring charge of $0.5 million, which consisted of $0.1 million for
employee severance and $0.4 million relating to other costs.

Selling and Administrative Expenses. Selling and administrative expenses increased $0.5 million, or 11.6%, to $4.8

million for the nine months ended January 29, 2011, compared to $4.3 million for the nine months ended January 30,
2010. Selling and administrative expenses increased due to increased selling and professional fees in our U.S.-based
busbar and heat sink businesses in the first nine months of fiscal 2011, as compared to the first nine months of fiscal

2010. Selling and administrative expenses as a percentage of net sales decreased to 13.2% in the nine months ended

January 29, 2011, from 14.3% for the nine months ended January 30, 2010.

Other Expense, Net. Other expense, net was $0.2 million for the nine months ended January 29, 2011, compared to
zero for the nine months ended January 30, 2010, primarily due to the weaker U.S. dollar compared to Czech koruna.
The functional currencies of these operations are the British pound, Czech koruna, Euro, Singapore dollar and Swiss
Franc. Some foreign operations have transactions denominated in currencies other than their functional currencies,
primarily sales in U.S. dollars and Euros, creating exchange rate sensitivities.

Income Before Income Taxes. Power Products income before income taxes increased $0.2 million, or 8.7%, to $2.5
million for the nine months ended January 29, 2011, compared to $2.3 million for the nine months ended January 30,
2010, due to higher net sales and gross profit, no restructuring charges, partially offset with customer cancellation
charges, expenses related to new product development, higher selling and administrative expenses and higher currency
exchange expenses in the first nine months of fiscal 2011, compared to the first nine months of fiscal 2010.

Other Segment Results

Below is a table summarizing results for the nine months ended:
(in millions)

January 29, January 30, Net Change  Net Change

2011 2010
Net sales $9.4 $7.2 $2.2 30.6 %
Cost of products sold 8.9 7.2 1.7 23.6 %
Gross margins 0.5 — 0.5 N/M
Selling and administrative expenses 2.1 2.3 (0.2 ) (8.7 )%
Loss before income taxes $(1.6 ) $12.3 ) $0.7 (30.4 )%
] January 29, January 30,
Percent of sales: 2011 2010
Net sales 100.0 % 100.0 %
Cost of products sold 94.7 % 100.0 %
Gross margins 5.3 % — %
Selling and administrative expenses 22.3 % 31.9 %
Loss before income taxes (17.0 Y% (31.9 )%

Net Sales. The Other segment net sales increased $2.2 million, or 30.6%, to $9.4 million for the nine months ended
January 29, 2011, compared to $7.2 million for the nine months ended January 30, 2010. Net sales from our
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torque-sensing business increased 119.8% in the first nine months of fiscal 2011, compared to the first nine months of
fiscal 2010. Net sales from our testing facilities decreased 10.6% in the first nine months of fiscal 2011, compared to
the first nine months of fiscal 2010.

Cost of Products Sold. Other segment cost of products sold increased $1.7 million to $8.9 million for the nine months
ended January 29, 2011, compared to $7.2 million for the nine months ended October 31, 2009. Cost of products sold
as a percentage of sales decreased to 94.7% in the first nine months of fiscal 2011, compared to 100.0% in the first
nine months of
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fiscal 2010.

Gross Margins. The Other segment gross margins increased to $0.5 million for the nine months ended January 29,
2011, compared to break-even for the nine months ended January 30, 2010. Gross margins as a percentage of sales
increased to 5.3% in the first nine months of fiscal 2011, compared to zero in the first nine months of fiscal 2010.

Selling and Administrative Expenses. Selling and administrative expenses decreased $0.2 million, or 8.7%, to $2.1
million for the nine months ended January 29, 2011, compared to $2.3 million for the nine months ended January 30,
2010. Selling and administrative expenses as a percentage of net sales decreased to 22.3% for the nine months ended
January 29, 2011 from 31.9% for the nine months ended January 30, 2010.

Loss Before Income Taxes. The Other segment loss before income taxes decreased $0.7 million, or 30.4%, to $1.6
million for the nine months ended January 29, 2011, compared to $2.3 million for the nine months ended January 30,
2010, due to increased sales and gross profit and lower selling and administrative expenses.

Liquidity and Capital Resources

We have historically financed our cash requirements through cash flows from operations. Our future capital
requirements will depend on a number of factors, including our future net sales and the timing and rate of expansion
of our business. We believe our current cash balances together with the cash flow expected to be generated from
future domestic and foreign operations will be sufficient to support current operations.

On February 25, 2011, we entered into an Amended and Restated Credit Agreement with Bank of America, N.A., as
administrative agent, and certain other financial institutions, which amends and restates our previous credit facility
and extends the maturity to February 24, 2016. The new credit facility is in the aggregate principal amount of $75.0
million, with an option to increase the principal amount by an additional $25.0 million subject to customary conditions
and approval of the lender(s) providing new commitment(s). The new credit facility provides for variable rates of
interest based on the type of borrowing and the Company's debt to EBITDA financial ratio. The Amended and
Restated Credit Agreement is guaranteed by certain of our U.S. subsidiaries.

We had an agreement with our primary bank for a revolving credit facility to provide up to $75.0 million of ready
financing for general corporate purposes, including acquisition opportunities that may become available. The bank
credit agreement, which expired on January 31, 2011, required maintenance of certain financial ratios and a minimum
net worth level. On January 28, 2011, we entered into an amendment to our credit agreement with our primary bank to
extend the maturity date of the agreement from January 31, 2011 to February 28, 2011 in order for the parties to
complete negotiation of and enter into a new credit agreement. At January 29, 2011, we were in compliance with the
covenants of the agreement. During the first nine months of fiscal 2011, we had borrowings of $18.0 million and
payments of $18.1 million, which includes $0.1 million of interest. As of January 29, 2011, there were no outstanding
balances due against the credit facility.

Cash Flow Operating Activities

Net cash provided by operating activities increased $3.7 million to $19.6 million for the nine months ended

January 29, 2011, compared to $15.9 million for the nine months ended January 30, 2010. The increase in operating
cash flow was primarily attributable to the increase in net income in the first nine months of fiscal 2011, as compared
to the first nine months of fiscal 2010. Our trade accounts receivable, inventory and accounts payable in aggregate
used $17.5 million of cash flow during the first nine months of fiscal 2011, compared to $9.5 million of cash used for
the first nine months of fiscal 2010. The increased use of cash reflects increased accounts receivable levels, partially
offset by increased accounts payable levels, associated with increased business activity. In the nine months ended
January 29, 2011, cash flow from operations increased by $13.1 million due to tax refunds received relating to prior
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periods.
Cash Flow Investing Activities

Net cash used in investing activities decreased $3.2 million to $9.0 million for the nine months ended January 29,
2011, compared to $5.8 million for the nine months ended January 30, 2010. Purchases of property, plant and
equipment was $9.8 million for the first nine months of fiscal 2011, compared to $7.8 million for the first nine months
of fiscal 2010. We invested $0.8 million in a new business in the first nine months of fiscal 2011. In the first nine
months of fiscal 2011, we received $1.5 million for life insurance proceeds in connection with the deferred
compensation plan, compared to $2.4 million in the first nine months of fiscal 2010.

38

77



Edgar Filing: EASTMAN CHEMICAL CO - Form 11-K

Table of Contents
Cash Flow Financing Activities

Net cash used for financing activities decreased $1.2 million to $6.6 million in the first nine months of fiscal 2011,
compared to $5.2 million for the first nine months of fiscal 2010. We paid dividends of $7.7 million and $7.8 million
for the first nine months of fiscal 2011 and fiscal 2010, respectively. In addition, the first nine months of fiscal 2011
included $1.1 million of proceeds for the exercise of stock options.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements, other than operating leases and purchase obligations entered into
in the normal course of business.

Item 3. Quantitative And Qualitative Disclosures About Market Risk

Certain of our foreign operations enter into transactions in currencies other than their functional currency, primarily
the U.S. dollar and the Euro. A 10% change in foreign currency exchange rates from balance sheet date levels could
impact our income before income taxes by $3.8 million as of January 29, 2011 and $4.7 million as of May 1, 2010.
We also have foreign currency exposure arising from the translation of our net equity investment in our foreign
operations to U.S. dollars. We generally view our investments in foreign operations with functional currencies other
than the U.S. dollar as long-term. The currencies to which we are exposed are the British pound, Chinese yuan, Czech
koruna, Euro, Indian Rupee, Mexican peso, and Singapore dollar. A 10% change in foreign currency exchange rates
from balance sheet date levels could impact our net foreign investments by $17.6 million at January 29, 2011 and
$12.8 million at May 1, 2010.

Item 4. Controls And Procedures

As of the end of the period covered by this quarterly report on Form 10-Q, we performed an evaluation under the
supervision and with the participation of the Company’s management, including our Chief Executive Officer and our
Chief Financial Officer, of our “disclosure controls and procedures” (as defined in Rules 13a-15(e) and 15d-15(e) of the
Securities Exchange Act of 1934). The Company’s disclosure controls and procedures are designed to ensure that the
information required to be disclosed by the Company in the reports that we file or submit under the Securities
Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods specified in the
Securities and Exchange Commission’s applicable rules and forms. As a result of this evaluation, our Chief Executive
Officer and Chief Financial Officer have concluded that, as of the end of the period covered by this report, the
Company’s disclosure controls and procedures were effective.

There have been no changes in our internal control over financial reporting during the quarter ended January 29, 2011
that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Item 5. Other Information

On February 25, 2011, we entered into an Amended and Restated Credit Agreement with Bank of America, N.A., as
administrative agent, and certain other financial institutions, which amends and restates our previous credit facility
and extends the maturity to February 24, 2016. The new credit facility is in the aggregate principal amount of $75.0
million, with an option to increase the principal amount by an additional $25.0 million subject to customary conditions
and approval of the lender(s) providing new commitment(s). The new credit facility provides for variable rates of
interest based on the type of borrowing and the Company's debt to EBITDA financial ratio. The Amended and
Restated Credit Agreement is guaranteed by certain of our U.S. subsidiaries.
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The foregoing description of the Amended and Restated Credit Agreement is qualified in its entirety by reference to
the full text of the Amended and Restated Credit Agreement, a copy of which is filed as Exhibit 10.1 hereto and is
incorporated herein by reference.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings.

See our fiscal 2010 Form 10-K filed on July 1, 2010 for a description of certain legal matters. After the Form 10-K
was filed, on September 7, 2010, the bankruptcy court dismissed the preference claim complaint against Methode
without prejudice to Delphi’s filing a motion for leave to amend by September 7, 2010. Delphi filed a motion for leave
to amend its preference complaint against Methode on September 7, 2010. (See Overview Section for more
information regarding this matter).

Item 6. Exhibits

Exhibit Description

Number

3.1 Form of Methode Electronics, Inc. Amended and Restated By-Laws (1)
Amended and Restated Credit Agreement dated as of February 25, 2011 among Methode Electronics,

10.1 Inc. as the Borrower, Bank of America, N.A., as Administrative Agent and Other Lenders Party
Thereto

31.1 Rule 13a-14(a)/15d-14(a) Certification of Principal Executive Officer

31.2 Rule 13a-14(a)/15d-14(a) Certification of Principal Financial Officer

32 Certification of Periodic Financial Report Pursuant to 18 U.S.C. Section 1350

() Previously filed with Registrant's Form 8-K filed December 17, 2011, and incorporated herein by reference.
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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.

METHODE ELECTRONICS, INC.
By: /s/ Douglas A. Koman
Douglas A. Koman
Chief Financial Officer

(principal financial officer)

Dated: March 3, 2011
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INDEX TO EXHIBITS

Exhibit Description

Number

3.1 Form of Methode Electronics, Inc. Amended and Restated By-Laws (1)
Amended and Restated Credit Agreement dated as of February 25, 2011 among Methode

10.1 Electronics, Inc. as the Borrower, Bank of America, N.A., as Administrative Agent and Other
Lenders Party Thereto

31.1 Rule 13a-14(a)/15d-14(a) Certification of Principal Executive Officer

31.2 Rule 13a-14(a)/15d-14(a) Certification of Principal Financial Officer

32 Certification of Periodic Financial Report Pursuant to 18 U.S.C. Section 1350

() Previously filed with Registrant's Form 8-K filed December 17, 2011, and incorporated herein by reference.
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