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EASTMAN
FORWARD-LOOKING STATEMENTS

Certain statements made in this Annual Reportfamvard-looking statements” within the meaningloé Private Securities Litigation Reform
Act, Section 27A of the Securities Act of 1933 aasended and Section 21E of the Securities and BgehAct of 1934, as amended. Forward-
looking statements are all statements, other ttetaraents of historical fact, that may be madehleyGompany from time to time. In some
cases, you can identify forward-looking statemétserminology such as "anticipates,” "believegstimates," "expects,” "intends," "may,"
"plans," "projects," "will," "would," and similargressions or expressions of the negative of tterses. Forward-looking statements may
relate to, among other things, such matters aspthand expected capacity increases and utilizadiaticipated capital spending; expected
depreciation and amortization; environmental maftpending and future legal proceedings; exposyrarnd effects of hedging of, raw mate
and energy costs, foreign currencies and inteag¢ssy global and regional economic, political, Bodiness conditions; competition; growth
opportunities; supply and demand, volume, pricst,anargin and sales; earnings, cash flow, divideardl other expected financial results anc
conditions; expectations, strategies, and plansftividual assets and products, businesses, amdesgs as well as for the whole of Eastman;
cash requirements and uses of available cash;dimguplans and activities; pension expenses andifigncredit ratings; anticipated and other
future restructuring, acquisition, divestiture, amhsolidation activities; cost reduction and cohéfforts and targets; the timing and costs of,
and benefits from, the integration of, and expebttgsiness and financial performance of, acquireinasses; strategic initiatives and
development, production, commercialization and ptao®ce of new products, services and technologidselated costs; asset, business, and
product portfolio changes; and expected tax ratélsn@t interest costs.

Forward-looking statements are based upon certaienlying assumptions as of the date such statemare made. Such assumptions are
based upon internal estimates and other analysasi@nt market conditions and trends, managememoatations, plans, and strategies,
economic conditions, and other factors. Forwardkilog statements and the assumptions underlying timenmecessarily subject to risks and
uncertainties inherent in projecting future coratis and results. Actual results could differ matgrifrom expectations expressed in the
forward-looking statements if one or more of theemying assumptions and expectations proves fodszurate or is unrealized. The most
significant known factors, risks, and uncertainttest could cause actual results to differ matigrfabm those in the forwartboking statemen
are identified and discussed under "Managemengsudsion and Analysis of Financial Condition anduRs of Operations-Forward-Looking
Statements and Risk Factors" in Part Il, Item thigf Annual Report.

The Company cautions you not to place undue rediamcforward-looking statements, which speak oslgfathe date of this Annual Report.
Except as may be required by law, the Company takies no obligation to update or alter these fodWaoking statements, whether as a re
of new information, future events, or otherwise.
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ITEM 1. BUSINESS

CORPORATE OVERVIEW

Eastman Chemical Company ("Eastman” or the "Conipasa global specialty chemicals company thatpaes a broad range of advanced
materials, chemicals, and fibers that are foungraducts people use every day. Eastman begandsssim 1920 for the purpose of producing
chemicals for Eastman Kodak Company's photogramismess and became a public company, incorpoimatedlaware, on December 31,
1993. Eastman has over 40 manufacturing sites toi6tries and equity interests in joint ventutest supply chemicals, plastics, and fibers
products to customers throughout the world. The gamy's headquarters and largest manufacturingustéocated in Kingsport, Tennessee.

Eastman has a strong portfolio of specialty busiegshat hold leading positions and provide pragtiat enhance performance in a variety of
end markets such as transportation, building amdtcaction, and consumables. Eastman managemeéendethat the Company's end-market
diversity is a source of strength, as these madetbenefiting from longeerm global trends such as energy efficiency, iagimiddle class i
emerging economies, and increased health and wsllEmd uses for the Company's products include draginal equipment manufacturing
("OEM") and replacement or after market productse§e trends, combined with the diversity of the @any's end markets, allow for more
consistent demand for the Company's products awer. Eastman is focused on achieving consisteniregs growth through a market-driven
approach that takes advantage of the Company'sngxtechnology platforms, global market and mantifeng presence, and leading positi

in end markets.

On July 2, 2012, the Company completed its acqaisitf Solutia Inc. ("Solutia"), a global leaderperformance materials and specialty
chemicals. In order to provide the most meaningfuhparison of results, some of the corporate agmheat information in this Annual Report
on Form 10-K (this "Annual Report") includes bothiual results for 2012 and results on a "pro foommbined" basis, giving effect to the
acquisition of Solutia as if it had been completéthe beginning of the earliest period preserfted additional information on the assumptions
and related matters considered in connection Wigtpresentation of information on a pro forma cambibasis, see "Management's Discus
and Analysis of Financial Condition and Result©gpkrations - Non-GAAP and Pro Forma Combined Fiiguhdeasures” in Part Il, Iltem 7 of
this Annual Report.

In 2012, the Company had sales revenue of $8ibmilloperating earnings of $800 million , and @aga from continuing operations of $443
million . Earnings per diluted share from contiryioperations were $2.92 . Asset impairments artduetaring charges and Solutia
acquisition-related costs included in operatinqigys were charges and costs of $120 million ardriidlion , respectively. On a pro forma
combined basis, the Company had sales revenue bb#Bon and operating earnings of $940 million .

Beginning in third quarter 2012, the Company chaniteereportable segments due to changes restitingthe acquisition of Solutia. Eastm
has made organizational and reporting changestirggin five reporting segments: Additives & Furoetal Products, Adhesives & Plasticizers,
Advanced Materials, Fibers, and Specialty Fluids&rmediates. The new reporting structure has beteospectively applied to financial
results of all periods presented. This organiratictructure is based on the management of thgegtes, operating models, and sales channe
that the various businesses employ. The reporéggient changes are as follows:

» Additives & Functional Products consists of the rubber additives product lines f®olutia's former Technical Specialties segment
and the specialty polymers and solvents produesliof Eastman's former Coatings, Adhesives, Sipedalymers and Inks
("CASPI") segment.

» Adhesives & Plasticizersonsists of the adhesives product lines formerth&éCompany's CASPI segment and the plasticizaym
lines of Eastman's former Performance Chemicaldmtedmediates ("PCI") segment.

» Advanced Materials consists of Eastman's former Specialty Plasticsmseg and Solutia's former Performance Films andafvded
Interlayers segments.

» Fibers continues to consist of the acetate tow, acetatg yad acetyl chemical product lir

e Specialty Fluids & Intermediatesconsists of the specialty fluids product lines frBamlutia's former Technical Specialties segment
and Eastman's oxo and acetyl intermediates prdihast of its former PCI segment.

The Company manages certain costs and initiatitvéeseacorporate level, including certain reseanuth development ("R&D") costs not
allocated to the operating segments. For additiofi@aimation concerning the Company's operatingreags, see Note 23, "Segment
Information”, to the Company's consolidated finahstatements in Part II, Item 8 of this Annual Bep
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Due to the sale of substantially all of the Perfance Polymers segment on January 31, 2011, PerficarRolymers segment operating results
are presented as discontinued operations for afigee presented and are not included in results tontinuing operations. See Note 3,
"Discontinued Operations”, to the Company's codstéid financial statements in Part II, Item 8 @ thnnual Report.

Business Strategy

Eastman's objective is to be an outperforming gftyacthemical company through consistent earnimga/th. The Company's business
segments currently sell differentiated producte thitzerse markets and geographic regions, and neamaxgt believes that this end-market
diversity is a source of strength. Eastman workb wiistomers to meet their needs in existing amdmarkets through development of
innovative products and technologies. Managemdiguss that the Company can increase the revemagsifs businesses while improving
profitability through a balance of new applicatidos existing products, development of new produsédes growth in adjacent markets and
emerging economies, and leveraging asset invessn@ithprove cost positions. These revenue andregrimcreases are expected to result
from both organic (internal growth) and inorgaregternal growth through joint venture and acquosifiinitiatives.

In 2012, the Company progressed on both organiéraordanic growth initiatives, including:

e continuing the integration of Solutia, which wasgjaiced on July 2, 2012 and whi

o broadens Eastman's global prese

o establishes a combined platform with extensiganic growth opportunities through complementachimlogies and
business capabilities, and an overlap of key endkets; and

o expands Eastman's portfolio of sustainable prog

* inthe Additives & Functional Products segmenaking significant progress in the refinement ankdasmcement of its technology for
the manufacture of Cryst&insoluble sulfur in order to improve its cost pmsitand introduce a higher performance product héo
growing tires industry, with plans during third qtga 2013 to evaluate the timing of incorporatihis ttechnology in a modest capacity
expansion at the Kuantan, Malaysia manufacturiciitiato capitalize on expected high industriabgth rates in the Asia Pacific
region;

* inthe Adhesives & Plasticizers segment, puiggirowth in the consumables, building and consimachealth and wellness, and
durable goods markets by:

o expanding capacity to serve the growing globahaed for non-phthalate plasticizers, includingaftting the acquired
Sterling Chemicals, Inc. ("Sterling") plasticizeanufacturing unit in two phases, with the first pd@aperational in second
quarter 2012 and with the timing of the second phade determined based on demand; and

o entering into a joint venture in third quarted20vith Sinopec Yangzi Petrochemical Company Liohii@ build a world scale
hydrogenated hydrocarbon resin plant in Nanjingn@€hexpected to be operational by the end of 2@hdch will be equally
owned by the two companies; it will produce 50,00&ric tons of the Adhesives & Plasticizers segrseRégalite™
hydrocarbon resins upon completion, increasingrias's total capacity for hydrogenated resins bpé&@ent, making
Eastman the largest global supplier of hydrogenhyeliocarbon resins, and supporting demand groavtits products in
hygiene and packaging applications;

e in the Advanced Materials segme

o adding 30,000 metric tons of resin capacitysafatility in Kingsport, Tennessee for Trit&hcopolyester polymer, which w
operational in first quarter 2012 and supports ghaw the durable goods market;

o completing a capacity expansion for cyclohexangethanol ("CHDM"), a monomer used in the manufexif copolyesters
in first quarter 2012;

o completing a capacity expansion for cellulosactate to serve growth in displays, which wasatp@ral in second quarter
2012;

o adding a second line at the manufacturing fgadtitSuzhou, China for polyvinyl butyral ("PVB") sht, which was
operational in third quarter 2012 and will supmmdawth in emerging economies of the Asia Pacifgias;

> increasing capacity for acoustic PVB sheet anthaufacturing facility in Ghent, Belgium, which svaperational in fourth
quarter 2012 and will support premium growth foowstics in the transportation market; and
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o progressing on enhancements and innovationsgmoie the Company's cost position in PVB resin iedbgy supporting
expected growth in the transportation and buildind construction markets, with construction of aafacturing facility
incorporating these improvements and modestly asing the segment's PVB resin capacity expecteddmn in Kuantan,
Malaysia during the second half of 2013 and to jperational during 2015;

* inthe Fibers segment, nearing completion ostrarction of a new 30,000 metric ton acetate towuf@cturing facility in Hefei,
China, a joint venture with China National Toba€mrporation, which is expected to be operationahid-2013;
* in the Specialty Fluids & Intermediates segrr

o entering into an agreement in second quarter 28ttPEnterprise Products Partners L.P. to purclpaspylene from a
planned propane dehydrogenation plant, further @vipg the Company's competitive cost position comagao purchasing
olefins in the North American market;

> increasing capacity of 2-ethyl hexanol ("2-EHY) 37,000 metric tons in second quarter 2012 to srtmxpected growth in
the plasticizers, coatings, and fuel additive mexke

o completing a debottlenecking project in its latgagefins cracking unit in Longview, Texas, in first half of 2013, which
will primarily produce more ethylene and is exped® improve Eastman's olefin cost position; and

o expanding Thermindlheat transfer fluid capacity through a plant exjans Newport, Wales, which is expected to be
operational in 2014 and will support demand grointthe industrial chemicals and processing mairded;

« the announcement of the new Eastftamicrofiber technology, with applications in a vayief end markets, and subsequent
completion of a small commercial-scale facilitytiird quarter 2012.

The Company benefits from advantaged feedstockpeomtietary technologies, and is focusing on soatility as a competitive strength for
growth. Eastman has developed new products andaties that enable customers' development aed sélsustainable products, and has
reduced its greenhouse gas emissions and energyroption on a unit basis over the last five years.

Management expects continued earnings growth, egeisistent economic uncertainty, as a resuli@strength of the Company's busine:
(including the Solutia product lines acquired irL2Pand balance sheet. The Company continues toaganorganic growth opportunities,
through joint ventures and acquisitions, intendaedrthance the Company's product portfolios ancheida into emerging markets.

The following chart shows significant Eastman pradiand markets by segment.

SEGMENT KEY PRODUCTS AND MARKETS

Polymers, solvents, insoluble sulfur, antidegraslgmérformance resins, and other formulated predused
in transportation, building and construction, dleadpoods, and consumables

Resins and plasticizers used in consumables, hgilaind construction, durable goods, health anchesd,
and industrial chemicals and processing

Specialized copolyesters, cellulosic plastics,rafteket window films, and PVB sheet and resins used
transportation, consumables, building and constmctlurable goods, health and wellness, and eleics

Fibers Acetate fibers used in consumables

Specialty fluids and intermediate chemicals useddustrial chemicals and processing; building and
construction; health and wellness; energy, fueld,\aater; consumables; and agriculture

Additives & Functional Products
Adhesives & Plasticizers

Advanced Materials

Specialty Fluids & Intermediate

Seasonality and Cyclicality

The Company's earnings are typically greater irstt@nd and third quarters, and cash flows fromatipes are highest in the fourth quarter
due to seasonality. Results in the Adhesives &tRelasrs and the Advanced Materials segments guiedily weaker in the fourth quarter due
seasonal downturns in key markets.

The olefins and olefin derivatives product linesdhe Specialty Fluids & Intermediates segment &edsblvent product lines of the Additives &
Functional Products segment are impacted by thicality of key end products and markets, whileestiegments are more sensitive to globa
economic conditions. Supply and demand dynamicsraiéte profitability at different stages of busisegcles and global economic conditions
affect the length of each cycle.
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Despite sensitivity to global economic conditiomgny of the products of each segment are expecteahtinue to provide a stable foundation
for earnings.

Financial Strategy

In addition to managing its businesses and gromittatives, the Company remains committed to mamg a strong financial position with
financial flexibility and consistently solid caslows. Eastman management believes maintainingaaial profile that supports an investment
grade rating is important to its long term strateaid financial flexibility. The Company employs attmanagement believes is a disciplined
process for capital allocation and deployment shcdhe Company pursues a variety of organic grapffortunities and also considers
inorganic growth opportunities, including joint wares and acquisitions. The Company also retursis tastockholders through dividends &
from time to time, by share repurchases. The Compaamages its debt based upon its capital struchjextives, funding requirements, and
public and private debt market conditions. Managere&pects that the strength of the Company's bases and balance sheet will provide
continued strong cash flow, a portion of which vl used to significantly repay its five year Sial@cquisition term loan by the end of 2013.

BUSINESS SEGMENTS

The Company's products and operations are currerahyaged and reported in five operating segmerditikes & Functional Products,
Adhesives & Plasticizers, Advanced Materials, Fshand Specialty Fluids & Intermediates.

ADDITIVES & FUNCTIONAL PRODUCTS SEGMENT
«  Overview

In the Additives & Functional Products segment, @mmpany manufactures chemicals for products irctiaings and tires industries in
transportation, building and construction, durajeds, and consumables markets. In 2012, the Addit Functional Products segment had
sales revenue of $1.3 billion , 16 percent of Easimtotal sales. On a pro forma combined bas&)12 the Additives & Functional Products
segment had sales revenue of $1.6 billion , 18gmtmf Eastman's total pro forma combined saleg.t&ehnology platforms in this segment
are rubber additives, cellulosic polymers, spegikdttones and coalescents, polyester polymershyaicarbon resins.

Additives & Functional Products growth in the UiitStates, Canada, and Europe typically approxingeasral economic growth due to the
wide variety of end uses such as tires, paintscandumables. Recently, growth in Asia, Eastermpeirand Latin America has been higher
than global economic growth because of higher gnawgross domestic product ("GDP") and per capitame in these emerging economies.
The segment focuses on producing high-value additiather than finished formulated products aneldging long-term, strategic
relationships to achieve preferred supplier staiitis its customers.

The profitability of the Additives & Functional Riacts segment is sensitive to the global econonayket trends, broader chemical cycles,
particularly the olefins cycle, and foreign currgmxchange rates. Due to their functional perforoeaattributes, certain of the segment's
products, including cellulose-based specialty p@ssncoalescents, and selected hydrocarbon reseigss sensitive to the olefins cycle as
discussed under "Eastman Chemical Company Gemdaairation - Manufacturing Streams" in this "Partifem 1. Business". The Company
seeks to leverage its proprietary technologies,paditive cost structure, and integrated manufaetufacilities to maintain a strong competit
position throughout such cycles.
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Products

o Coatings Industry

Chemicals for the coatings industry enhance ththags appeal and improve the performance of indhlsarchitectural, and transportati
coatings. The products Eastman manufactures fazaghtngs industry can be broadly classified agesdk and polymers. Coatings
industry sales accounted for approximately 60 perc& percent, and 70 percent of the Additivesufadtional Products segment's total
sales for 2012, 2011, and 2010, respectively. Prodorma combined basis, coatings industry satesunted for approximately 50
percent of the Additives & Functional Products segtis total sales for 2012. Eastman managememivislithat its coatings industry
products have a favorable competitive position beeaf the segment's access to the Company'sateelgmanufacturing streams.
Additionally, the Company's products have breadtioss the industry and more stable demand acros®etc scenarios, as the segment'
products for transportation coatings are used th REM and refinish applications.

» The solvents product line includes specialtyleseents and ketones, and esters, glycol ethedsalaohol solvents. Coalescents
include products such as Texafbkster alcohol, which improves film formation andathility in architectural latex paints.
Ketones are used in high solids low volatile orgarimpound ("VOC") coatings applications. Commodgityvents, which consist
of esters, glycol ethers, and alcohol solventspagesl in both paints and inks to maintain the fdatin in liquid form for ease of
application.

» The polymers product line consists primarilyceflulose and polyester-based specialty polymeastrgan's cellulose-based
specialty polymers enhance the aesthetic appeahgmove the performance of industrial and trantgi@m coatings and inks.
The polyester-based specialty polymers are multiional water-dispersible film formers for personate, graphic arts, textile,
coatings, and packaging applications. The polyrpavduct line also includes chlorinated and non-ghéded polyolefins which
promote the adherence of paints and coatings &tiplsubstrates, United States Pharmacopeia ("U§Rte hydroquinone whic
is used as an active pharmaceutical ingredierkimlghtening creams, and sucrose acetate isoratgy"SAIB") which provides
thermal, hydrolytic, and color stability in cosnwesipplications.

o Tires Industry

Additives for the tires industry cure and protadilver, increase durability, and lengthen proddet These products are important in the
manufacture of tires and other rubber products ssdbelts, hoses, seals, and footwear. The AddivEunctional Products segment
manufactures products for the rubber chemicalssirgelassified into three main product groupsoiable sulfur products; antidegradant
products; and performance resins and cellulosidymts. Tires industry sales accounted for approtéin®0 percent of the Additives &
Functional Products segment's total sales for 2@ith,no sales revenue in 2011 or 2010 prior toabguisition of Solutia. On a pro forma
combined basis, tires industry sales accountedgproximately 35 percent of the Additives & FunobProducts segment's total sales fo
2012. Eastman management believes that the Conspiéneyg’ industry products have a favorable conipetjiosition due to the industry's
growth rate in excess of GDP, primarily in Chinambined with the segment's unique proprietary teldgies and the breadth of its
offering for both OEM tires and replacement tires.

* The insoluble sulfur products are a key vulcengagent manufactured predominantly for the tinelsistry, and without which
tires cannot be effectively manufactured. Eastrsghe world's leading supplier of insoluble subind markets it under the
Crystex®brand.

e The antidegradant products, principally markateder the SantofleXbrand, are used in pneumatic tires, solid tirekis peoses,
cables, automotive mounts, bushings, and generethamécal products that are exposed to continuoirst@mittent dynamic
operating conditions and require protection frororezinitiated breakdown. Santofl&is also a powerful anti-ozonant and
imparts excellent high temperature, fatigue, aag fesistance to rubber compounds.

» The performance resins and cellulosic products medhperformance of tire tread, particularly wepgrnd handling

o Other Applications
Other applications for Additives & Functional Pratikisolvents and polymers include use in consureabksalth and wellness, electronics,
and industrial chemicals.
» Solvents sales to other markets include salestef's and ketones for printing ink, consumalaled,process solvent markets, and
chemicals marketed by Eastman's subsidiary Dynalo@, for specialized electronic applications.
«  Other polymer applications include cellulosicgd in graphic arts and pharmaceutical applicatispecialty polyesters utilizing
Eastman's award winning bio-catalytic chemistrpémsonal care applications, and unique aqueousrauliechnology used for
personal care products.

10




EASTMAN

e Strategy and Innovatior

A key element of the Additives & Functional Produisegment's strategy is to leverage proprietafynt@ogies for the continued development
of innovative product offerings and to focus growfforts on expanding markets such as coatings,tand consumables. Eastman
management believes that the ability to leverageftitditives & Functional Products segment's redeapplication development, and
production capabilities across multiple markets esathe segment uniquely positioned to meet evolnaegls to improve the quality and
performance of its customers' products. For exanm@e government regulatory requirements are dyithire transportation market to look for
innovative materials to help improve fuel efficigndEastman tire additive technology can allow tiranufacturers to do this without
compromising critical properties like handling ameit traction.

The Company's global manufacturing presence ig/a&kement of the Additives & Functional Productgrsent's growth strategy. For exam|
the segment is well positioned to capitalize oneetpd high industrial growth rates in China anceottarts of Asia from its facilities in
Singapore and Kuantan, Malaysia. The Company hake significant progress in the refinement and ecbarent of its technology for the
manufacture of Crystekinsoluble sulfur in order to improve its cost pmsitand introduce a higher performance productinéogrowing tires
industry, with plans during third quarter 2013 t@kate the timing of incorporating this technolagya modest capacity expansion at the
Kuantan, Malaysia manufacturing facility to capitalon expected high industrial growth rates inAls@ Pacific region. The Company is
committed to maintaining reliability of supply dfa Additives & Functional Products segment prodtwits strategic customers to allow
Eastman to remain the supplier of choice.

e Customers and Markets

As a result of the variety of end uses for its picid, the customer base for the Additives & Fumatid’roducts segment is broad and diverse.
The segment focuses on establishing ltarga relationships with its strategic customerenter to become their preferred supplier and leye
these relationships into sales opportunities iviptesly underserved markets. Growth in the Northetican and European markets typically
coincides with economic growth in general due ®whde variety of end uses for these applicationtstheir dependence on the economic
conditions of the markets for transportation, bimiddand construction, durable goods, and consureable

The current regulatory environment, particularlyhie United States, Canada, and Europe, providissrbarket challenges and opportunities
for the Additives & Functional Products segmentviEanmental regulations that impose limits on th@ssion of VOCs and hazardous air
pollutants ("HAPs") continue to impact coatingsnialations requiring compliant coatings raw materidlhese regulations are in addition to
the consumer market sustainability trend. Theingatindustry is responding by promoting productd technologies designed to enable
customers and end users to reduce air emissioi®6E and HAPs in compliance with applicable regatat. A variety of Eastman's Additiv
& Functional Products segment products are uséakeise coatings.

e Competition

Competition within the Additives & Functional Pratte segment's markets varies widely depending @splcific product or product group.
The segment principally competes on unique perfamaaharacteristics of its products and througkraging its strong customer base and
long-standing customer relationships to promotestartial recurring business and product developnidr@ Company's major competitors in
the segment's markets include larger companiesa&8ASF SE ("BASF") and The Dow Chemical Compado(") and other companies
such as Oriental Carbon & Chemicals Limited; Shik@hemicals Corporation; Jiangsu Sinorgchem TedgyoCo., Ltd.; Korea Kumho
Petrochemical Co., Ltd.; and LANXESS AG. Some @fsth companies may commit greater financial and odseurces than Eastman to
products in markets in which the Additives & Funatal Products segment competes. Additionally, wittach segment product market, the
Company may compete with other smaller, regionfaltpsed companies that may have advantages basadagation, local market
knowledge, manufacturing strength in a specificdpia, or other similar factors. Eastman managerelgves its competitive advantages
include its level of vertical integration; uniquerformance characteristics of its products; lowtooanufacturing position; consistent product
quality; security of supply; and process and makketwledge.
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EASTMAN
ADHESIVES & PLASTICIZERS SEGMENT

Overview

In the Adhesives & Plasticizers segment, Eastmanufiagtures resins and plasticizers which are usélge manufacture of products serving
consumables, building and construction, durabledgpbealth and wellness, and industrial chemiaadspaiocessing markets. Growth for resins
in Asia, Eastern Europe, and Latin America continteebe higher than regional economic growth, nyadiole to growing use of consumable:
these emerging economies. Use of non-phthalatégizss in the United States, Canada, and Europérwes to increase more than general
economic growth due to increasing regulatory rexugnts and consumer preferences. The Adhesiveadlidtters segment's specialty
products, which include selected hydrocarbon resiresless sensitive to the general olefins cyaketd their functional performance attributes.
The Adhesives & Plasticizers segment focuses odymiag intermediate chemicals rather than finishediucts and developing long-term,
strategic relationships to enable customers' gramvtheir end markets. In 2012, the Adhesives &ftizers segment had sales revenuglof
billion , 18 percent of Eastman's total sales afgdrcent of Eastman's total pro forma combinegss&éastman is one of the world's largest
suppliers of resins and non-phthalate plasticizers.

*  Products

o Resins

The resins product line consists of hydrogenatettdoarbon resins such as Regdltte Eastotac™, and Regalre?' ; non-hydrogenated
hydrocarbons resins such as Kristaléx Plastolyn™, and Piccotaé" ; and rosins and amorphous polyolefins such as &g,
Pamolyn™ , and EastofleX" . These products are sold primarily to adhesivenédators and consumer product companies for usaas
materials essential in hot-melt and pressure seasitlhesives and as binders in nonwoven products &s disposable diapers, feminine
products, and pre-saturated wipes. Eastman offersaad product portfolio of essential ingrediemtsthe adhesives industry and ranks as
the second largest global tackifier producer. Wifglrecently announced joint venture to construgy@rogenated hydrocarbon resin plant
in China, Eastman will become the largest globpptier of hydrogenated hydrocarbon resins and p@ditioned to meet growing global
demand and improve its position in emerging markeesins accounted for approximately 55 perceti@idhesives & Plasticizers
segment's total sales for both 2012 and 2011, @npkfcent for 2010.

o Plasticizers

The plasticizers product line primarily consistsaainique set of primary non-phthalate plasticiseich as Eastman 168and Eastmaf'
DOA, and a range of niche non-phthalate plastisisecch as Benzofle¥', Eastman TXIB™, Admex™ and Eastmaf" DBT. These non-
phthalate plasticizers are typically used in end-asplications such as interior surfaces, mediedgicds, food contact materials, toys, and
childcare articles. In 2012, retrofitting of theqaired Sterling manufacturing unit to produce ndnhplate plasticizers was begun in two
phases, with the first of two phases operationakicond quarter 2012 and with the timing of stadifne second phase to be determined
based on demand. This capacity is used to servgrtiveng demand for non-phthalate plasticizerda Wnited States, Canada, and
Europe. The 2011 acquisition of Scandiflex do Br@sh. Industrias Quimicas ("Scandiflex") in Bralads extended Eastman's non-
phthalate plasticizer offerings into Latin Americaarkets. Plasticizers accounted for approximatglpercent of the Adhesives &
Plasticizers segment's total sales for both 20822811, and 40 percent for 2010.

e Strategy and Innovatior

A key element of the Adhesives & Plasticizers segffaestrategy for high value growth is to leveréggaling positions and market insights in
high-growth hygiene, consumables, durables, andpintinalate applications. Eastman management bsligna the ability to leverage the
Adhesives & Plasticizers segment's strong techie@pabilities across multiple markets makes thensed uniquely positioned to meet
evolving market needs and support adoption of Eastpnoducts in new or additional customer formoladi

The Adhesives & Plasticizers segment focuses orldping and accessing markets with high-growth migaéfor the Company's products.
Key growth markets for the Adhesives & Plasticizeegment are consumables such as hygiene and jpagkagd flexible plastic products
used in sensitive applications. For flexible plagtioducts used in sensitive applications, the segsistrategy is to develop and provide
sustainable alternatives to ortho-phthalate plastis traditionally used in toys, child care agl medical packaging and devices, and food
contact items. For hygiene and packaging applinatithe segment's strategy is to enhance custgtiens for next generation hot-melt
packaging adhesives and to enable customers toahnaeging and growing needs in hygiene products.
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The acquisitions of Sterling and Scandiflex in 2@htl Genovique Specialties Corporation ("Genovijjire2010 added to the Adhesives &
Plasticizers segment's portfolio of and manufanguidapacity for non-phthalate plasticizers thatesgrowing substitution of non-phthalate
plasticizers for phthalate plasticizers in marletsh as consumables, building and constructioritthaad wellness, and durable goods. In
addition, the segment is well positioned to cafzéabn expected high market growth in China aneiofiarts of Asia with its world scale
hydrogenated hydrocarbons resin plant in Chinajaird venture with Sinopec Yangzi Petrochemicah@any Limited, which will support
expected demand growth for its products in hygeame packaging applications.

e Customers and Markets

As a result of the variety of end uses for its picid, the customer base for the Adhesives & Plasti€ segment is broad and diverse. The
Adhesives & Plasticizers segment focuses on produoitermediate chemicals rather than finished petsland developing longrm, strategi
relationships to enable customer's growth in teed markets. The most significant end markets filneSives & Plasticizers segment products
are consumables, building and construction, durgbtals, health and wellness, and industrial chdmarad processing. While end market
growth in the North American and European regigpsctally coincides with economic growth in genevadlhesives & Plasticizers segment
sales have recently and management expects wiihcento grow above this rate due to the challegpgéguirements of changing government
regulations and consumer preferences for non-pditihalasticizers. In addition, growth for resing\sia, Eastern Europe, and Latin America
continues to be higher than regional economic gnawainly due to increasing use of consumablesaadtemerging economies.

» Competition

Eastman is the world's largest non-phthalate glasti manufacturer and the second largest resirufaaturer. Eastman’s major competitors in
this segment include large, multinational compasigsh as BASF, LG Chem, Ltd., and Exxon Mobil Cogpion ("Exxon"). Eastman
competes with these and other producers primagifet on breadth of its product portfolio, perforogrand price.

ADVANCED MATERIALS SEGMENT
Overview

In the Advanced Materials segment, the Companyuymesl and markets specialty copolyesters, cellidsters, interlayers, and aftermarket
window film products that possess differentiatedqgrenance properties for value-added end usesirsfrortation, consumables, building and
construction, durable goods, health and wellness edectronics. In 2012, the Advanced Materialsn$ag had sales revenue of $1.7 billion ,
21 percent of Eastman's total sales. On a pro feon@ined basis, in 2012, the Advanced Materiasnemt had sales revenue of $2.3 billion
25 percent of Eastman's total pro forma combinézssa

Eastman has strong technical and market developcagatbilities that enable the segment to modifpailymers and plastics to control and
customize their final properties for new applicataevelopment to deliver more functionality. Exaespinclude sound reduction and solar
control through the interlayers product line. Adufiglly, these capabilities allow the Company tantan what management believes is its
leading solar control technology position in theddw film market through the use of high performasputter coatings.

13




EASTMAN

*  Products

° Specialty Materials

The specialty materials product line consists af psimary products: specialty copolyesters andutaske esters. Eastman management
expects that market growth for specialty copolyessiéll continue to be higher than global econogriowth due to ongoing specialty
copolyester material innovations and favorable maemds driven by alternative polymer displacenugptortunities. Management expe
that cellulose esters will grow at or above the @ftglobal economic growth in the long term driv®ngrowth in the liquid crystal displa
("LCD") market, and increased demand for cellulesters driven by the sustainability profile of taéso-derived materials and their
performance as engineered thermoplastics. Eastspacsalty materials product line accounted forrapimately 70 percent of the
Advanced Materials segment's total sales for 284@,100 percent in both 2011 and 2010 prior tatttpiisition of Solutia. On a pro
forma combined basis, Eastman's specialty matgralduct line accounted for approximately 50 peroéithe Advanced Materials
segment's sales revenue for 2012. Eastman's negdiyester, Tritan™, enables the Company to movegher value applications by
adding high temperature resistance to the othgrgrties of copolyesters, including toughness, chahnesistance, and excellent
processability. Through the development of new fdations and applications, Eastman continues tdi§plts position as a key supplier
of cellulosics resins in certain applications f@Ds. Eastman's proprietary family of cellulosicypoérs, the Visualize™ cellulosics line
products, are known for their superior optical pndigs and are the preferred choice for certam &tructures in LCD polarizers.

° Interlayers

PVB is a specialty resin used as an adhesive ayterlin the production of laminated safety glaseshised in the transportation and
building and construction markets. It imparts highsile strength, impact resistance, transpareamay glasticity that make it particularly
useful in the production of safety glass. Lamidatafety glass is predominately produced with P¥8e$ and is subject to government
regulation in all industrialized countries for amtobile windshields. Emerging markets are incraastie use of laminated safety glass in
automotive windshields although it is generally siglbject to government regulation. Architectuaahinated safety glass is widely used in
the construction of modern office buildings, aifgpand residential homes. Other application$féB resin include non-sheet
applications such as wash primers and other sudaagngs, specialty adhesive formulations, and.itkterlayers products are primarily
marketed under the SAFLEXbrand. The Advanced Materials segment also maturi specialty intermediate PVB resin productk] so
under the BUTVAR® brand; optical grade PVB resin; and plasticizer&h\& significant portion of sales in Europe, thieilayers product
line accounted for approximately 20 percent ofAlkleanced Materials segment's total sales for 2@4th, no sales revenue in either 2011
or 2010 prior to the acquisition of Solutia. Onra forma combined basis, the product line accoufaedpproximately 35 percent of the
Advanced Materials segment's total sales for 2012.

° Performance Films

The performance films product line accounted fgrragimately 10 percent of the Advanced Materialgnsent's total sales for 2012, with
no sales revenue in 2011 or 2010 prior to the attipui of Solutia. On a pro forma combined bagis, performance films product line
accounted for approximately 15 percent of the AdeanMaterials segment's total sales for 2012. Brfopnance films product line
primarily consists of window film products, whicheaaftermarket applied films to enhance the charestics and functional performance
of automotive and architectural glass. Eastmanr®ie extensive portfolio of products, includingas@nd insulation control, safety and
security, and decorative. These products, incluthieg_.Lumar®and V-Kool®brands, are professionally installed through a glloietwork
of dealers and installers, and sold as "do-it-yelfir&its in North America through national autorivet retailers and home centers. Other
products for residential and commercial buildinglagations include EnerLogitand IQue®.

e Strategy and Innovatior

The Advanced Materials segment has leading posifioattractive end markets based on strong teahaid market development capabilities
combined with significant manufacturing scale ia fegment's core products and markets. The sedragstibstantial opportunities to levetr
technology platforms into new products and applices, accelerate its growth, and further leveragenanufacturing capacity. Additionally, -
segment is working to expand its portfolio of highgargin products in attractive end markets. Tlgaificant manufacturing scale and capacity
expansion the segment completed during the lasyamos also enables the segment to reduce un# asstapacity utilization increases.
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Through Eastman's advantaged asset position atidatgns development innovation efforts, managenbetieves that the Advanced
Materials segment is well positioned for futurewgtte. The trend of influencing the consumer purahgslecision with product design is
demonstrated by Eastman's clear handleware sadufiioriarge containers. Additionally, increased dehfor products free of Bisphenol A f
created new opportunities for various applicatiohkegacy copolyesters. The addition of Tritan™ algpster to Eastman's specialty
copolyesters product offering has created new dppities for applications previously produced witlaterials such as polycarbonate. During
2012, expansion of Tritan™ copolyester manufactudapacity, which supports growth in the durabledgomarket, and of CHDM capacity, a
monomer used in the manufacture of copolyesterse e@mpleted and became operational. The Companycampleted expansion of its
cellulose triacetate capacity to serve growth gpldiys. In its specialty materials product line #dvanced Materials segment is focused on
increasing operating margins and continues to Eethe advantages of being an integrated polyesteufacturer.

The interlayers product line leverages its glolsakpnce to deliver industry leading innovationautomotive and architectural end markets by
collaborating with global and large regional custosto develop added functionality and interlay#utions. The Advanced Materials segmen
is also exploring interlayers product line synesga@d new polymer solutions across the Advance@fidds segment. Interlayers product line
growth efforts are focused on the emerging econswiighe Asia Pacific region, and in premium growtarkets such as acoustics and solar
control, to provide added functionality to the spartation market. Additionally, SAFLEXbrand products help reduce the vehicle weight an
increase fuel economy, assisting customers in aduohg government regulatory requirements for vetfiet! efficiency, while also decreasing
cabin noise.

The Company completed several capacity expansiatiading adding a second line at the manufactufagity in Suzhou, China for PVB
sheet, which was operational in third quarter 2@t®|, adding capacity for acoustic PVB sheet atrthaufacturing facility in Ghent, Belgium,
which was operational in fourth quarter 2012. TleenPany has also progressed on enhancements anaiioms to improve its cost position
in its PVB resin technology in 2012, and expectbdgin construction on a manufacturing facilityanmorating these improvements and
modestly increasing the segment's PVB resin capackKuantan, Malaysia during the second half acf2@nd to be operational during 2015,
which will support growth in the transportation amalding and construction markets.

In the automotive end market, the performance fimmluct line has industry leading technologiespgmized brands, and what management
believes is one of the largest distribution andeteaetworks which, when combined, position Eastiiearstrong growth, particularly in
emerging markets such as Asia and Latin Americe. Ausiness' product portfolio is aligned with uglag trends toward energy efficiency in
both automotive and architectural markets. New pebchnovations, such as EnerLo§ifor residential and commercial building applicaton
capitalize on this trend by leveraging advancedisgdechnologies to deliver a unique combinatibbetter heat rejection and higher
insulation performance that results in both lowasling and heating costs. Eastman management bslibat its portfolio of high performance
branded window film products will allow the Compaayincrease revenue and earnings at rates higaerthe overall automotive and building
and construction markets.

e Customers and Markets

The customer base in the Advanced Materials segraages from broad and diverse in the specialtplyasters, cellulose esters, and
performance films product lines, to highly concated in the interlayers product line. The segmeeks to develop mutually beneficial and
long-term relationships with its customers. By dpgo, it better understands its customers' neett®ae customers develop product
innovations and allows the segment more effectit@lygring new solutions to market.

The Advanced Materials segment has diverse endehpdsitions that give it stability and a wide raraf opportunities for innovation.
Significant end markets include transportation,stomables, building and construction, durable gobdalth and wellness, and electronics.
Specialty copolyesters are sold into a wide rarfgaarkets and applications including specialty j@agkg, durable goods, medical goods,
personal care and consumer packaging, and in-ttwees and displays. Cellulose esters are sdtnnmarkets and applications such as LCDs
and durable goods. The Tritan™ family of produstbeing sold into a range of end uses, includinggemer housewares, medical devices,
infant care, small appliances, bulk water, and otheable goods. Saflédrand PVB is sold into OEM and replacement autovecdind
architectural interlayers markets. LLunfaand V-Kool®brand window films are sold mainly into the afterket automotive applications
markets as well as for upgrading interlayers indergtial and commercial building markets. Flexfiand high performance films are sold
mainly into medical and electronic applications.
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» Competition

Eastman's primary competitors for specialty makedase Bayer AG, Styron LLC, Evonik Industries A&judi Basic Industries Corporation,
Mitsubishi Chemical Corporation, S.K. Chemical Istiies, Sichuan Push Acetati Company Limited, aatt& Chemical Industries Ltd
("Daicel"). Eastman's major global competitors B are Sekisui Chemical Co., Ltd., Kuraray Cod.L.tind E. I. du Pont de Nemours and
Company ("DuPont"). Key competitors for performafitras are 3M Company, Saint-Gobain S.A., Commontielaaminating & Coating,
Inc., and Garware Chemicals Limited. Besides mglolbal competitors, the Advanced Materials segraéstd has some regional competition
from smaller competitors.

Management believes the Advanced Materials segsemtpetitive advantages include long-term custawrlationships, differentiated
technology, industry-leading technical servicetieatl integration, leading market positions, andlsén manufacturing. The segment
principally competes on long-term customer relatlops and differentiated technology.

FIBERS SEGMENT
Overview

In the Fibers segment, Eastman manufactures alscEstton™ acetate tow and Estrobof¥triacetin plasticizers for use primarily in the
manufacture of cigarette filters; EstrBhnatural and Chromsputf solution-dyed acetate yarns for use in apparel,ehfurmishings and
industrial fabrics; and cellulose acetate flake aoetyl raw materials for other acetate fiber pomds. Eastman is one of the world's two larges
suppliers of acetate tow and has been a marketdéathe manufacture and sale of acetate tow sirigan production in the early 1950s.
Company is the world's largest producer of acetate and has been in this business for over 75y@he Fibers segment's manufacturing
operations are primarily located at the Kingspbennessee site and also include smaller acetatprimsuction plants in Workington, England
and Ulsan, South Korea. Eastman increased itstadeta capacity with the expansion of the Workimgpdant in 2008 and the startup of the
Korean facility during 2010, and is further exparglits Asia Pacific capacity with a joint venturamufacturing facility in Hefei, China. In
2012, the Fibers segment had sales revenue ob$llod , 16 percent of Eastman's total sales. @ncaforma combined basis, in 2012, the
Fibers segment had 14 percent of Eastman's tadbpma combined sales. The Fibers segment hasarekis expected to be a strong and
stable source of cash flow and earnings.

The Company's long history and experience in ther§ markets are reflected in the Fibers segmamd'sating expertise, both within the
Company and in support of its customers' proce3sesFibers segment's knowledge of the industryadrmdistomers' processes allows it to
assist its customers in maximizing their processiffigiencies, promoting repeat sales and mutuadiyeficial, long-term customer
relationships.

The Company's fully integrated fiber manufactunmmgcess employs unique technology that allows itste a broad range of high-purity wood
pulps for which the Company has dependable sowfcaspply.

Contributing to the profitability in the Fibers sagnt are the limited number of competitors, higiustry capacity utilization, and significant
barriers to entry. These barriers include, butrartdimited to, high capital costs for integratedmafacturing facilities.

e Products

° Acetate Tow

Eastman manufactures acetate tow under the ESttemdemark according to a wide variety of custonpectications, primarily for use i
the manufacture of cigarette filters. Acetate tewthie largest sales product of the Fibers segrifémtidwide demand for acetate tow is
expected to increase by one to two percent pergaearthe next several years. Demand growth widsia, mostly China, one of the
largest and fastest growing markets, primarilyuafices this expected global increase. Acetate toauamted for approximately 85 percent
of the Fibers segment total sales revenue in 26@288 percent in both 2011 and 2010.
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° Acetate Yarn

The Company manufactures acetate filament yarnruthdeEstron™ and Chromspufi” trademarks in a wide variety of specifications.
Estron™ acetate yarn is available in bright and dull lusted is suitable for subsequent dyeing in the ¢aforim. Chromspur acetate

yarn is solution-dyed in the manufacturing procass is available in more than 100 colors. Worldwdéenand for acetate yarn is expecte
to continue to decrease as mills continue to suitstthese cheaper yarns for acetate yarn. Managehwmvever, believes that Eastman
remains uniquely positioned because of its integraroduction of acetate yarn.

° Acetyl Chemical Product

The Fibers segment's acetyl chemical productsadepsimarily to other acetate fiber producers araude cellulose diacetate flake, ac
acid, and acetic anhydride. Each is used as a r@erial for the production of cellulose acetatefth The Fibers segment also markets
acetyl-based triacetin plasticizers under the Bsind™ brand, generally for use by cigarette manufactuaera bonding agent in cigarette
filters.

Strategy and Innovatior

° Growth

In the Fibers segment, Eastman continues to leedtagtrong customer relationships and knowleddgheindustry to identify growth
options. These growth options have been enabladhpity by its acetate flake capacity at the Kingspbennessee site. In 2008, Eastman
expanded its Workington, England plant to suppost@mer demand in the region. In 2010, productiegeln at a new acetate tow facility
in Ulsan, South Korea to support customer demarksia. With this new facility Eastman's total glbbaetate tow capacity is
approximately 210,000 metric tons. In 2011, Eastivagan construction of a new 30,000 metric tonaded¢bw manufacturing facility in
Hefei, China, expected to be operational in mid204 a joint venture with China National Tobaccor@oration. Eastman has 45 percent
ownership of the joint venture and expects to sy acetate flake raw material to the joint vemtitom the Company's manufacturing
facility in Kingsport. The Company continues to kexde growth opportunities, particularly in the A#acific region.

o Continue to Capitalize on Fibers Technology Expertie

The Company intends to continue to make use ahipabilities in fibers technology to maintain aet focus on incremental product and
process improvements, with the goals of meetingponers' evolving needs and improving the segmemdisufacturing process
efficiencies.

o Maintain Cost-Effective Operations
The Company intends to continue to operate ther§ibegment in a cost effective manner, capitalinimgts technology, scale and vertical
integration, and to make further productivity affficeency improvements through continued investrsantR&D.

o Research and Developme!

The Company's Fibers segment R&D efforts focusrorgss and product improvements, as well as cdattien, with the objectives of
increasing sales and reducing costs. The Fiberaaatgalso conducts research to assist acetateustoroers in the effective use of the
segment's products and in the customers' prodvei@ment efforts.

Customers and Markets

The customer base in the Fibers segment is refatbomcentrated, consisting of approximately 148tomers in the tobacco, textile, and act
fibers industries. Eastman's Fibers segment custare located in all regions of the world. Theést 14 customers within the Fibers segmer
include multinational as well as regional cigargteducers, fabric manufacturers, and other acétseproducers. These top 14 customers
accounted for about 80 percent of the segmen#isgates revenue in 2012, although the segmemit idependent on any single customer.
Sales prices for a significant portion of the Fshgegment's products are typically negotiatedroarmual basis. The segment maintains a
strong position in acetate tow exports to China.
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» Competition

Eastman is the second largest acetate tow mantgadtuthe world. Competitors in the fibers marfatacetate tow include Celanese
Corporation ("Celanese"), Daicel, Mitsubishi Rayom., Ltd. ("Mitsubishi Rayon™), and Solvay S.A. fffieerly Rhodia S.A.).

In the segment's acetate yarn business, major @dgorpenclude Industrias del Acetato de Celulos&. SJAB Korelita, and Mitsubishi Rayon.
Eastman is the world leader in acetate yarn préolueind the only acetate yarn producer in the dnates and Canada. The physical
properties of acetate yarn make it desirable feringextile products such as suit linings, womep'sarel, medical tape, drapery, ribbons and
other specialty fabrics. However, over the pasy@drs, demand for acetate yarn has been adveftatyea by the substitution of lower cost
polyester and rayon yarns. Accordingly, worldwidsménd for acetate yarn is expected to continuetoedise as mills continue to substitute
these cheaper yarns for acetate yarn. ManagenmméMer, believes that Eastman remains uniquelytiposid because of its integrated
production of acetate yarn.

The Fibers segment's competitive strengths inciudsputation for high-quality products, technicgbertise, large scale vertically-integrated
processes, reliability of supply, acetate flakepbyn excess of internal needs, a reputation €mt@mer service excellence, and a customet
characterized by long-term customer relationshipg Company intends to continue to capitalize anittiton these strengths to improve the
strategic position of its Fibers segment. The ppalcmethods of competition include maintaining @@mpany's large-scale vertically
integrated manufacturing process from acetyl rawenids, reliability of supply, product quality, dsustaining long-term customer
relationships.

SPECIALTY FLUIDS & INTERMEDIATES SEGMENT
 Overview

The Specialty Fluids & Intermediates segment legesdarge scale and vertical integration from et and olefins streams to manufacture
diversified products that are sold externally feeun markets such as industrial chemicals andegsieg; building and construction; health anc
wellness; energy, fuels, and water; consumablasagniculture, as well as used internally by otegments of the Company. The Specialty
Fluids & Intermediates segment has leading mar&sitipns in many of its core products and beliavéswell-positioned in key markets for
most of its major products including specialty dlsji acetyl products and olefin derivatives duas@ompetitive cost position, scale,
technology, and reliability of supply compared tonpetitors. In 2012, the Specialty Fluids & Intediages segment had sales revenue of $2.:
billion , 29 percent of the Company's total sa@s.a pro forma combined basis, in 2012, the Spgdiiliids & Intermediates segment had
sales revenue of $2.5 billion , 27 percent of Eastmtotal pro forma combined sales.

Historically, the segment's competitive cost posithas been primarily due to use of and accessatericost raw materials such as coal, which
is used in the production of acetyl stream produats olefin feedstocks, which are used in the ypetidn of olefin derivative products. Some
of the segment's products are affected by thendedfycle. See "Eastman Chemical Company Generainhattion - Manufacturing Streams" in
this "Part | - Item 1. Business." This cyclicalisycaused by periods of supply and demand imba/agiiteer when incremental capacity
additions are not offset by corresponding increaseéemand or when demand exceeds existing suiyle the segment has taken steps to
reduce the impact of the trough of the olefins eyé@iiture Specialty Fluids & Intermediates segmeatilts are expected to continue to fluctt
from period to period due both to general econaroitditions and olefins supply and demand.

e Products

The Specialty Fluids & Intermediates segment offgrgroximately 175 products that include intermigidoased on oxo and acetyl chemistrie
and performance chemicals. Approximately 65 peroéttie Specialty Fluids & Intermediates segmesdles revenue is generated in the
United States and Canada, a region in which thegaomhas leading market positions for most of ég &xo and acetyl products and where
the majority of its capacity is located. Saleslirregions are generated through a mix of the Camlsadirect sales force and a network of
distributors.

18




EASTMAN

o Specialty Fluids

Therminol®heat transfer fluids are used for indirect heagind cooling of chemical processes in various tygesdustrial equipment and
in solar energy power systems. The fluids provideasced heat transfer characteristics because¢hggin thermally stable at both high
and low temperatures. Skydfddrand aviation hydraulic fluids are supplied acrbesaviation industry, including to airline ainfina
manufacturers and aviation maintenance facilifié® Skydrof’ line includes fire-resistant aviation hydraulicifls which are used in the
majority of the world's commercial aircraft. Spétidluids accounted for approximately 10 percehthe Specialty Fluids & Intermediat
segment's total sales for 2012, with no sales ev@m2011 or 2010 prior to the acquisition of $Si@luOn a pro forma combined basis,
specialty fluids accounted for approximately 15ceet of the Specialty Fluids & Intermediates segfeeatal sales for 2012.

° Chemical Intermediates

The Company's Specialty Fluids & Intermediates sagris the largest United States marketer of aeetitydride, an intermediate that is a
critical component in analgesics, laundry care potgl and nutritional supplements, and is the ahlited States producer of acetaldehy

a key intermediate in the production of agricult@ad other specialty products. Eastman managebsdietves that it manufactures one of
the world's broadest ranges of products derivea fogo aldehydes and holds a leading North Amenmarket position for many of these
products. Many of the intermediates products inSpecialty Fluids & Intermediates segment are prisased on supply and demand of
substitute and competing products. In order to taaira competitive position, the Company strivespierate with a low cost
manufacturing base. Chemical intermediates accdunteapproximately 50 percent, 55 percent, ang&i@ent of the Specialty Fluids &
Intermediates segment's total sales for 2012, 24xd 2010, respectively. On a pro forma combinesisbahemical intermediates
accounted for approximately 45 percent of the Sigciluids & Intermediates segment's total sate2012.

The Specialty Fluids & Intermediates segment alaoufactures performance chemicals and complex argasiecules such as diketene
derivatives, specialty ketones, and specialty aritigd for medical, pharmaceutical, fiber, and fand beverage ingredients, which are
typically used in specialty market applications.

° Other Intermediate Products

Sales of typically lower margin acetic acid, oxoaddols, ethylene, and polymer intermediates makii@pnajority of this product group.
Production of these products is maximized to a@hiagh capacity utilizations in order to reducetsdsr downstream derivatives. The
Specialty Fluids & Intermediates segment managesdltes for these products, which accounted foroappately 40 percent, 45 percent,
and 40 percent of the Specialty Fluids & Intermtesissegment's total sales for 2012, 2011, and 268%pectively. On a pro forma
combined basis, other products accounted for ajpadrly 40 percent of the Specialty Fluids & Intediates segment's total sales for
2012,

Strategy and Innovatior

A key focus for the segment is to continue to depelnd access markets with high-growth potentiatfe Company's specialty fluid products.
The segment also focuses on reliability of supplpss all products as a significant competitiveaadage. A major goal is to expand volumes
in high-growth markets for Thermin8heat transfer fluids through market developmerurésf In addition, the business is working to easur

that supply capabilities are able to meet demandsgr. In the short term, the business will leverggstman manufacturing and process
expertise to increase product availability. Funihere, debottlenecking efforts have been initiatetlitther increase capacity. For the long te
the business has announced plans to increase Twfrhieat transfer fluid capacity through a plant expami Newport, Wales, which is

expected to be operational in 2014 and will supprpected demand growth in the industrial chemiaats processing markets. The Therminol

®team has a continued emphasis on product innovatioreet future market needs.

A key element of the Skydr6&laviation hydraulic fluids strategy is to maintatis inarket leadership position by being a reliablé eonsistent
supplier in a risk averse industry. The busines®iginuing to differentiate the Skydrdbrand through emphasis on value added technical
services. In addition, the Skydrdleam will work closely with key suppliers and custrs to ensure the successful commercialization of
Skydrol® PE-5, a state of the art fluid that meets the delimgrequirements of next generation aircraft.

19




EASTMAN

To maintain and enhance its status as a low cosluper, the Specialty Fluids & Intermediates segrentinuously focuses on cost control,
operational efficiency, and capacity utilizationni@ximize earnings in the chemical intermediatesaher product lines. Through the
Specialty Fluids & Intermediates segment, the Cargpaaximizes the advantage of its highly integratad world-scale manufacturing
facilities. For example, the Kingsport, Tennessaaufacturing facility allows the Specialty Fluidsi&termediates segment to produce acetic
anhydride and other acetyl derivatives from coddgathan natural gas or other petroleum feedstdttkihe Longview, Texas manufacturing
facility, Eastman's Specialty Fluids & Intermedsmtegment uses its proprietary oxo-technologyenatbrld's largest single-site, oxo
butyraldehyde manufacturing facility to produce idewange of alcohols, esters, and other derivgieducts utilizing local propane and eth
supplies, as well as purchased propylene. Thesgrated facilities, combined with large scale putiiun processes and a continuous focus on
additional process improvements, allow the chemiitatrmediates and other product lines to remast competitive with, and for some
products cost-advantaged over, competitors.

During second quarter 2012, the Company enteredaimiagreement with Enterprise Products Partnéstb.purchase propylene from a
planned propane dehydrogenation plant expected tpbrational in 2015, further improving the Compamompetitive cost position
compared to purchasing olefins in the North Amevriogarket. Prior to completion of the plant, the @amy will benefit from a propylene
market contract to improve its cost position forghased propylene beginning in 2013. The Compafiyalsb complete a debottlenecking
project in its largest olefins cracking unit in lgpnew, Texas, in the first half of 2013, which wgltimarily produce more ethylene and is
expected to improve Eastman's olefin cost posifite Company also completed a 37,000 metric toaagpincrease of 2-EH in second
quarter 2012 to support growth in the plasticizeostings, and fuel additive markets, and plarstiinue to expand 2-EH capacity as needec
to meet North American demand.

The Company engages in research and developméatiugs to develop new Specialty Fluids & Interriadéels segment products and find
additional applications for existing products aadawer its costs. The Company has licensed tedgydio produce acetyl products to Saudi
International Petrochemical Company in Saudi Aranid to Chang Chun Petrochemical Company in Taiw@&905 and 2007, respectively,
and has recognized all revenue from these licegieements. The Company is currently evaluatingtiatdil licensing opportunities for acetic
acid and oxo derivatives.

e Customers and Markets

The Specialty Fluids & Intermediates segment's petalare used in a variety of markets and end @sgsificant end markets include
industrial chemicals and processing; building aodstruction; consumables; energy, fuels, and whtslth and wellness; agriculture; and
transportation. Because of its cost position, s¢atshnology, reliability, and service, the Compéiag been able to establish and maintain lon
term arrangements and relationships with Speciditids & Intermediates segment customers. Prodpetific olefin derivative market
conditions vary based upon prevailing supply andaled conditions. An important trend for the Spdgikluids & Intermediates segment's
business is a tendency toward regionalization gfrkarkets due to increased transportation costdamadl supply in developing regions from
new capacities. The Specialty Fluids & Intermediaegment benefits from this trend primarily in thated States and Canada. Additionally,
the Specialty Fluids & Intermediates segment isaged in continuous efforts to optimize product anstomer mix.

e Competition

Historically, there have been significant barrigrgntry for potential competitors in the Specidtyids & Intermediates segment's major
product lines. For acetic acid and acetic anhydtite relevant technology has been held by a smatlber of companies. As this technology
has become more readily available, competition fronftinational chemical manufacturers has inteadifiThe Thermind?brand offers the
widest range of synthetic fluids for indirect hegtiand cooling. The business has multiple congstivho compete in different temperature
ranges. In most cases, however, heat transfeisfarie not the core platform for their businesgedditionally, there are barriers to entry for
potential competitors as the Specialty Fluids &tntediates chemistry and service model providengpetitive advantage. Eastman's major
competitors in this segment include large, multoratl companies such as BASF, Celanese, Dow, ardrEx

20




EASTMAN

CORPORATE INITIATIVES

In addition to its business segments, the Compaanyages certain costs and initiatives at the cotpdeael, including certain R&D costs not
allocated to any one operating segment. The Comps@y a stage-gating process, which is a disciplileeision making framework for
evaluating targeted opportunities, with a numbeprofects at various stages of development. Asptsjmeet milestones, additional investr
is committed to those projects. The Company coesirto explore and invest in R&D initiatives thas atigned with macro trends in
sustainability, consumerism, and energy efficiesiogh as high performance materials, advanced osidg, and environmentally-friendly
chemistry. Such initiatives include:

e acetylated wood, branded as Perennial W8odising Eastman's breakthrough TruLl'¥gtrocess technology which permanently modifies
the molecular structure of wood to be three timesenstable than unmodified wood, resulting in keabd with long-lasting performance;

» Eastman™ microfiber technology which leverades@ompany's core competency in polymers chemigpipning capability, and in-
house application expertise, for use in high puityfiltration, liquid filtration, and energy stage media, and with opportunities for future
growth in nonwoven and textile applications; and

e Cerfis™ technology for the building and constructinarket

REGIONAL BUSINESS OVERVIEW

Eastman operates as a global business with appatedyrb0 percent of its sales generated from oaitid United States and Canada region in
2012. As the Company focuses on growth in emergiagkets, the percentage of sales from outside thietl States and Canada is expecte
increase. With the acquisition of Solutia, the Camphas expanded its international manufacturieggace, and the Company is also able to
transport products globally to meet demand. WHlleegions are affected by the uncertainty in thabgl economy, the degree of the impact or
the various regions is dependent on the mix oftbmpany's segments and products in each region.

In 2012, the mix of regional revenue from the segimen a pro forma combined basis was as follows:

United States and Europe, Middle East,

Canada Asia Pacific and Africa Latin America
Additives & Functional Products 15 % 20 % 15 % 30 %
Adhesives & Plasticizers 20 % 5% 20 % 20 %
Advanced Materials 20 % 25 % 35 % 20 %
Fibers 5% 30 % 15 % 10 %
Specialty Fluids & Intermediates 40 % 20 % 15 % 20 %
TOTAL 100 % 100 % 100 % 100 %
In addition, segment revenue by region on a prmécombined basis was as follows:
Additives &
Functional Adhesives & Advanced Specialty Fluids
Products Plasticizers Materials Fibers & Intermediates Combined
United States and Canada 40 % 55 % 40 % 20 % 65 % 50 %
Asia Pacific 30 % 10 % 25% 50 % 20 % 25%
Europe, Middle East, and Africa 20 % 30 % 30 % 25 % 10 % 20 %
Latin America 10 % 5% 5% 5% 5% 5%
TOTAL 100 % 100 % 100 % 100 % 100 % 100 %
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The United States and Canada region contains giesi concentration of the Company's long-live@@ssith approximately 75 percent
located in the United States. Management belidwastihe location of these manufacturing facilifiesvides the Company with an advantaged
cost position for the Company's domestic custonpadicularly for commodity and bulk products. TBpecialty Fluids & Intermediates
segment accounts for approximately 40 percentefalyion's revenue, as the segment is well-positiam this region's market for most of its
major products, including acetic acid, acetic antdgl 2-EH, and normal butanol, although revenuebe region can be volatile due to the
dependence of this segment's selling prices orr&gymaterial and energy costs.

Approximately one-fourth of revenue in the Asia iflacegion is from acetate tow products in thedfdbbsegment. The region includes many
emerging growth markets served by Eastman prodpatticularly in China. The Company is respondimghtis growth by strengthening its
position through joint ventures and acquisitionse3e include the new 30,000 metric ton acetatemiawufacturing facility being constructec
Hefei, China, expected to be operational in mid0ila joint venture with China National Tobaccor@wation; the acquisition of an acetate
tow manufacturing facility in Korea which began guoation in 2010; and the announced investmentjaind venture with Sinopec Yangzi
Petrochemical Company Limited to build a world sedaydrogenated hydrocarbon resin plant in Nanj@tgna, expected be operational by the
end of 2014, which will be equally owned by the tmampanies, and is expected to produce 50,000anetrs of the Adhesives & Plasticizers
segment's Regalite™ hydrocarbon resins upon coroplet

Company revenues in the Europe, Middle East, amda#fegion have recently been affected by the omgrecession in Europe as well as an
unfavorable shift in the euro to U.S. dollar exaj@nate. However, regulatory requirements and aoespreferences in Europe have allowed
sales of certain of the Company's products to as@enore than general economic growth. Additiongligwth in the emerging economies of
Eastern Europe for certain products has been hijharglobal economic growth because of higher growGDP and per capita income. The
Advanced Materials segment accounts for approximate percent of the region's revenue, with a lighcentration of interlayers product li
sales in this region. The Company has recentlyeesed capacity for acoustic PVB sheet at the matwfag facility in Ghent, Belgium, whic
was operational in the second half of 2012 andsufiport premium growth for acoustics in the tramtgiion market.

The Latin America region has significant sales froommodity product lines and is therefore subjedhtreased volatility in sales volume and
selling prices as a result of general economic itimmd and other factors outside of the Compangtgrol. The Company's 2011 acquisition of
Scandiflex in Brazil has extended Eastman's nohglate plasticizer offerings into Latin Americannkets.

Financial Information About Geographic Areas

For sales revenue and long-lived assets by geograpkas, see Note 23 , "Segment Information"héoGompany's consolidated financial

statements in Part Il, Item 8 of this Annual RepBdr information about regional sales and earniags "Regional Business Overview" above
in this "Business" section of this Annual Report.

EASTMAN CHEMICAL COMPANY GENERAL INFORMATION

Sales, Marketing, and Distribution

The Company markets and sells products primarilyubh a global marketing and sales organizatiorclvhias a presence in the United State:
and in 29 other countries selling into approximatel9 countries around the world. Eastman has &eting and sales strategy targeting
industries and applications where Eastman produadsservices provide differentiated value. Markastomer, application, and technical
expertise are critical capabilities. Through a higikilled and specialized sales force that is tégaf providing differentiated product
solutions, Eastman strives to be the preferredlgrgp the Company's targeted markets. The adipiisof Solutia strengthened Eastman's
commercial capabilities and enhanced the Compangall value to customers.

The Company's products are also marketed throutjrect channels, which include distributors andtract representatives. Sales outside the
United States tend to be made more frequently giralistributors and contract representatives tharsales in the United States. The
combination of direct and indirect sales chanrietduding sales online through its Customer Cemtelsite, allows Eastman to reliably serve
customers throughout the world.

The Company's products are shipped to customasstl§ifrom Eastman's manufacturing plants and fdisiribution centers worldwide.
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Sources and Availability of Raw Material and Energy

Eastman purchases a substantial portion, estiniateel approximately 70 percent, of its key raw malg and energy through long-term
contracts, generally of three to five years iniahitiuration with renewal or cancellation options €ach party. Most of these agreements do nc
require the Company to purchase materials or eriéitpyoperations are reduced or idle. The costef materials and energy is generally b
on market price at the time of purchase, and Eastrsas derivative financial instruments, valuedquatted market prices, to mitigate the im|
of short-term market price fluctuations. Key rawtengls include propane, paraxylene, cellulosepplene, natural gas, coal, ethane, and a
wide variety of precursors for specialty organiercticals. Key purchased energy sources includealajas, steam, coal, and electricity. The
Company has multiple suppliers for most key rawemals and energy and uses quality managementipliésc such as the establishment of
long-term relationships with suppliers and on-ggdegformance assessment and benchmarking, asfparsapplier selection process. When
appropriate, the Company purchases raw materiats & single source supplier to maximize quality enst improvements, and has develope
contingency plans designed to minimize the potémtipact of any supply disruptions from single ssusuppliers.

While temporary shortages of raw materials andggneray occasionally occur, these items are geryesafficiently available to cover current
and projected requirements. However, their contisuevailability and cost are subject to unschedpladt interruptions occurring during
periods of high demand, domestic and world mar&atltions, changes in government regulation, natlisasters, war or other outbreak of
hostilities or terrorism or other political factps breakdown or degradation of transportatioraistfucture. Eastman's operations or products
have in the past, and may in the future, be adleadfected by these factors. The Company's ranern@tand energy costs as a percent of tot:
cost of operations were approximately 55 perceémpdicent, and 60 percent in 2012, 2011, and 2@%pectively.

The following chart shows the Company's key puretdaaw materials by segment.

SEGMENT KEY RAW MATERIALS

Propane, propylene, napthenic process oil, mesioylutyl ketone, aniline, nitrobenzene, butyl
alcohol, sulfur, acetone, ethane

Adhesives & Plasticizers Propane, C9 resin oflepilene, propylene, gum rosin, toluene

Paraxylene, polyvinyl alcohol, ethylene glycol,laklise, polyethylene terephthalate film, 2-EH,
vinyl acetate monomer, butyraldehyde, ethanol

Fibers Wood pulp, methanol, high sulfur coal
Specialty Fluids & Intermediates Propane, ethane, propylene, paraxylene, metaxytemzene

Additives & Functional Products

Advanced Materials

Manufacturing Streams

Integral to Eastman's corporate strategy for grasithveraging its heritage of expertise and intiovain acetyl, olefins, and polyester
chemistries in key markets, including building amehstruction, consumables, transportation, andcthd=or each of these chemistries,
Eastman has developed a combination of asseteahddlogies that are operated within three manuifecf "streams”.

* Inthe acetyl stream, the Company begins witd and oxygen which are then gasified in its caaification facility. The resulting
synthesis gas is converted into a number of chdsiiceluding methanol, methyl acetate, acetic aaid] acetic anhydride. These
chemicals are used in manufacturing products througthe Company including, but not limited to lcklse fibers, plastics, and esters.
The Company's ability to use coal is considerdoeta raw material cost advantage. The major erslfos@roducts from the acetyl stream
include coatings, displays, and tobacco. Manufamjurapacities in 2012 of select chemicals and yeblines in the acetyl stream for
acetic chemicals included: 611 million pounds adtacacid; 1,631 million pounds of acetic anhydrided 475 million pounds of
methanol. These quantities are an expected avéyage annual reporting period and actual proauctian vary based on a variety of
factors, including the number of operating daydlydates per manufacturing asset, routine improsets of operating efficiencies, and
maintenance activities.
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* Inthe olefins stream, the Company begins priaiith propane and ethane, which are cracked tinéo"olefin" chemicals ethylene and
propylene at its facility in Longview, Texas. "Ckatg" is a chemical process in which liquefied p&tum gases are converted into the
more reactive olefin molecules which can then kEdus the manufacture of other chemicals. Eastnpamates three cracking units in
Longview, Texas, and expects to complete a delneitking project in its largest unit in first haB®23, which will primarily produce more
ethylene and is expected to improve Eastman'snodef$t position. The Company also purchases additjgropylene for use at its
Longview facility and its facilities outside the Ited States and recently entered into an agreemiémEnterprise Products Partners L.F
purchase propylene from a planned propane dehydatige plant expected to be operational in 2015¢kwts expected to further improve
the Company's competitive cost position compargalitchasing propylene in the North American marReior to completion of the plant,
the Company will benefit from a propylene markettcact to improve its cost position for purchaseapglene beginning in 2013. The
propylene is used in chemical intermediates, whighused to produce a variety of items such adgaimd coatings, automotive safety
glass, and non-phthalate plasticizers for plasijs.t The ethylene is used to produce chemicalsBhstman's customers ultimately conver
for end uses in the food industry, health and heprdducts, detergents, and automotive productso&eemical business cycles are
influenced by periods of over- and under-capa€igpacity additions to steam cracker units arourdnmbrld, combined with demand for
light olefins, determine the operating rate andtprofitability of producing olefins. Historicallperiodic additions of large blocks of
capacity have caused profit margins of light olefio expand and contract, resulting in "ethylerre'otefins” cycles. The Company
believes it is positioned to be less impacted leythiese cycles than it has been historically dwetions it has taken to leverage its diverse
derivatives products to take advantage of regujatends and focus on more durable markets. Matwiag capacities in 2012 of select
chemicals and product lines in the olefins streactuded: 1,310 million pounds of ethylene; 404 imillpounds of acetaldehyde and 220
million pounds of ethylene glycol (both ethyleneidatives); 567 million pounds of propylene; and@) million pounds of oxo aldehydt
1,106 million pounds of oxo alcohols, and 771 roillipounds of plasticizers (all oxo products). Ehg@santities are determined as
described above in the acetyl stream. Manufadwapacities of oxo aldehydes and oxo alcoholeas®d as a result of debottlenecking
activities, while increased plasticizers productiapacity reflects the acquisitions of Sterling &wdindiflex in 2011.

» Inthe polyester stream, the Company begins putithased paraxylene and produces purified tenapbtacid ("PTA") and dimethyl
terephthalate ("DMT") for polyesters and copolyest®TA or DMT is then reacted with various glycaldich the Company either makes
or purchases, along with other raw materials (sofrvehich the Company makes and are proprietarpréaluce copolyesters. The
Company believes that this backward integratiopadfester manufacturing is a competitive advantggeng Eastman a low cost positit
as well as surety of intermediate supply. In additEastman can add specialty monomers to copelgett provide clear, tough,
chemically resistant product characteristics. Assallt, the Company's copolyesters effectively cetmpvith materials such as
polycarbonate and acrylic.

In addition to stream integration, the Company aledves value from Eastman's cellulosics experfiese cellulosics are natural polymers,
sourced from managed forests, which, when comhbivithdthe acetyl and olefin streams, provide différgted product lines and an advantage
raw material position for Eastman.

The Company continues to leverage its heritagepésise and innovation in acetyl, olefins, andypster chemistries and technologies, as
as its use of cellulosics, to meet demand andereaw uses and opportunities for the Company'sygtedn key markets. Through integration
and optimization across these streams, the Comipable to create unique and differentiated praaltiwt have a performance advantage ove
competitive materials. The Company's acquired Sohusinesses are expected to benefit from Eastegacy chemistries for some of their
products. The Company continues to assess theaipltpmistries and manufacturing streams of itsnegsies to further determine both the
appropriate stream integration approach and thed tEfustream integration.

Capital Expenditures

Capital expenditures were $465 million , $457 raiili and $243 million in 2012, 2011, and 2010, respely. Capital expenditures in 2012
were primarily for organic growth initiatives, piarlarly in the Specialty Fluids & Intermediatesdafzsdvanced Materials segments. The lower
expenditures in 2010 were primarily due to the dafef discretionary spending in response to tloba recession. The Company expects tha
2013 capital spending will be approximately $52%iaom.

Employees

Eastman employs approximately 13,500 men and womeeltwide. Approximately eight percent of the totadridwide labor force is
represented by unions, mostly outside the UnitetkeSt
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Customers

Eastman has an extensive customer base and, wisiledt dependent on any one customer, loss tdiogiop customers could adversely affect
the Company until such business is replaced. Thd®0 customers accounted for approximately 60gmtraf the Company's 2012 sales
revenue. No single customer accounted for 10 pearemore of the Company's consolidated sales t&venring 2012.

Intellectual Property and Trademarks

While the Company's intellectual property portfdBaan important Company asset which it expandsvagatously protects globally through a
combination of patents that expire at various tin@glemarks, copyrights, and trade secrets, natbusiness as a whole nor any particular
segment is materially dependent upon any one piatipatent, trademark, copyright, or trade sedie¢. Company's intellectual property
relates to a wide variety of products and procearédsts portfolio of intellectual property has hesgnificantly expanded by the Solutia
acquisition. As a producer of a broad range of aded materials, additives and functional produspegcialty chemicals, and fibers, Eastman
owns over 700 active United States patents and tharel,600 active foreign patents, expiring atotey times over several years, and also
owns over 4,900 active worldwide trademark appiiceg and registrations. Eastman continues to dgtjyatect its intellectual propertyAs the
laws of many countries do not protect intellecfpr@perty to the same extent as the laws of theedrfitates, Eastman cannot ensure that it wi
be able to adequately protect its intellectual propassets outside the United States.

The Company pursues opportunities to license petgy technology to third parties in areas whelag determined competitive impact to its
businesses will be minimal. These arrangementsayigiare structured to require payments at sigaift project milestones such as signing,
completion of design, and start-up. To date, &fbave been focused on acetyls technology in pleei8lty Fluids & Intermediates segment.
The Company also is actively pursuing licensingarfunities for oxo derivatives in the Specialtyifls & Intermediates segment.

Research and Development
For 2012, 2011, and 2010, Eastman's R&D expensaedob198 million , $159 million , and $152 millig respectively.
Environmental

Eastman is subject to significant and complex laegulations, and legal requirements relating éube, storage, handling, generation,
transportation, emission, discharge, disposalramdiation of, and exposure to, hazardous andhaaardous substances and wastes in all o
the countries in which it does business. Thesdthesdfety, and environmental considerations greaaity in the Company's planning for all
existing and new products and processes. The H&alflety, Environmental and Security Committee adtEhan’'s Board of Directors oversees
the Company's policies and practices concerningthesafety, and the environment and its proceksesomplying with related laws and
regulations, and monitors related matters.

The Company's policy is to operate its plants audifies in compliance with all applicable lawsdaregulations such that it protects the
environment and the health and safety of its engdeyand the public. The Company intends to continueake expenditures for
environmental protection and improvements in a liymeanner consistent with its policies and with teehnology available. In some cases,
applicable environmental regulations such as thdspted under the Clean Air Act, Resource Consiervaind Recovery Act, Comprehensive
Environmental Response, Compensation, and Lialdity and related actions of regulatory agenciesemnine the timing and amount of
environmental costs incurred by the Company. Lilsewivhen finalized, potential legislation relatedjteenhouse gas emissions, energy
policy, and associated implementing regulationdccaupact the timing and amount of environmentatsancurred by the Company.
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The Company accrues environmental costs wherpibigable that the Company has incurred a liabdlitg the amount can be reasonably
estimated. In some instances, the amount cann@asenably estimated due to insufficient informmatiparticularly as to the nature and timing
of future expenditures. In these cases, the lighgimonitored until such time that sufficientanfnation exists. With respect to a contaminatec
site, the amount accrued reflects liabilities expédo be paid out within 30 years and the Comgaaigsumptions about remediation
requirements at the site, the nature of the rentbéyoutcome of discussions with regulatory agenaied other potentially responsible partie
multi-party sites, and the number and financiability of other potentially responsible parties.aBlges in the estimates on which the accruals
are based, unanticipated government enforcemennact changes in health, safety, environmentad, ghemical control regulations, and
testing requirements could result in higher or loa@sts. The Company's cash expenditures relatedvioonmental protection and
improvement were $262 million , $219 million, an20® million, in 2012, 2011, and 2010, respectiv@lyese amounts were primarily for
operating costs associated with environmental ptiote equipment and facilities, but also includ&d $nillion and $35 million in expenditures
for engineering and construction in 2012 and 2@d4pectively. Expenditures in 2012 also includest£and expenditures in the second half c
the year for sites acquired in the acquisition aiuSa.

Cash expenditures in 2013, including expenditubegfigineering and construction, are expecteddease primarily as a result of full year
integration of the acquired Solutia sites. Costsasfain remediation projects included in the emvinental reserve assumed in the acquisiti
Solutia are subject to a cost-sharing arrangemhtMonsanto Company ("Monsanto”) under the prarisiof the Amended and Restated
Settlement Agreement effective February 28, 2008 (Effective Date"), into which Solutia enterediwMonsanto upon its emergence from
bankruptcy (the "Monsanto Settlement Agreementfidé&f the provisions of the Monsanto Settlement Agrent, the Company shares
responsibility with Monsanto for remediation atte@n locations outside of the boundaries of pléessn Anniston, Alabama and Sauget,
lllinois (the "Shared Sites"). The Company is rasible for the funding of environmental liabilitiasthe Shared Sites up to a total of $325
million from the Effective Date. If remediation ¢egor the Shared Sites exceed this amount, susts voll thereafter be shared equally
between the Company and Monsanto. Including paysrtgnSolutia prior to its acquisition by Eastma#5 $nillion had been paid for costs at
the Shared Sites as of December 31, 2012. As ofidber 31, 2012, an additional $229 million has kemmrued for estimated future
remediation costs at the Shared Sites, over agefithirty years.

Management anticipates that capital expenditurescieted with the Company's approach to addressoently finalized boiler air emissions
regulations will modestly increase average annoairenmental capital expenditures over the next frears compared to recent historical
levels. However, the Company has decided to difyebsi converting over the next three to six yeddgpBrcent of its steam and electric
generation capacity at the Kingsport, Tennessealityao natural gas. Management does not beliénad these expenditures will have a materiz
effect on the Company's consolidated financialpsior cash flows. Other than these planned clagaigaenditures at the Company's
Kingsport, Tennessee facility, the Company doesaaently expect future environmental capital exgitures arising from requirements of
recently promulgated environmental laws and regaiatto materially increase the Company's planeedllof annual capital expenditures for
environmental control facilities.

Other matters concerning health, safety, and thie@mment are discussed in Management's Discussidrmnalysis of Financial Condition
Results of Operations in Part Il Item 7 and in Mdte "Significant Accounting Policies"; 16 , "Enmmental Matters"; and 25 , "Reserve
Rollforwards" to the Company's consolidated finahstatements in Part II, Item 8 of this Annual Bep

Backlog

On January 1, 2013 and 2012, Eastman's backlagmshles orders represented less than 10 pertém €ompany's total consolidated
revenue for the previous year. These orders anegpily short-term and all orders are expected télleel in the following year. The Company
manages its inventory levels to control the backibgroducts depending on customers' needs. Irsavhare the Company is the single source
of supply, or competitive forces or customers' sedidtate, the Company may carry additional invento meet customer requirements.

Available Information - SEC Filings
The Company makes available free of charge, throlighiinvestors - SEC Information™ section of i$drnet website (www.eastman.com), its
annual reports on Form 10-K, quarterly reports om+10-Q, current reports on Form 8-K, and amendswenthose reports filed or furnished

pursuant to Section 13(a) or 15(d) of the Secuyriirchange Act of 1934, as soon as reasonablyigable after electronically filing such
material with, or furnishing it to, the Securitisd Exchange Commission (the "SEC").
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The Company is required to file annual, quarterig aurrent reports, proxy statements and othernmdition with the SEC. The public may
read and copy any materials that the Companyilésthe SEC at the SEC's Public Reference Roob®@t- Street, N.E., Washington, D.C.
20549. Information on the operation of the Publefdkence Room may be obtained by calling the SEIC8f10-SEC-0330. In addition, the
SEC maintains an Internet site that contains repprbxy and information statements, and othermétion regarding issuers that file
electronically with the SEC at http://www.sec.gov.

ITEM 1A. RISK FACTORS

For identification and discussion of the most digait risks applicable to the Company and its hess, see Part Il — Item 7 — "Management's
Discussion and Analysis of Financial Condition &webults of Operations — Forward-Looking StatemantsRisk Factors" of this Annual
Report.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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EXECUTIVE OFFICERS OF THE COMPANY

Certain information about the Company's executifieers is provided below:

James P. Rogers, age 61, is Chairman of the Boar€hief Executive Officer of Eastman Chemical Camyp He served as President and
Chief Executive Officer from May 2009 until Janu&@11. Mr. Rogers was appointed Executive Vicesident of the Company and Presiden
of Eastman Division effective November 2003. Mogers joined the Company in 1999 as Senior Vicsi@eat and Chief Financial Officer
and in 2002 was also appointed Chief Operationg@fbf Eastman Division. Mr. Rogers served praslyg as Executive Vice President and
Chief Financial Officer of GAF Materials Corporati¢'GAF"). He also served as Executive Vice PresidFinance, of International Specialty
Products, Inc., which was spun off from GAF in 1997

Mark J. Costa, age 46, is Executive Vice Presidedditives & Functional Products, Advanced Matesjalnd Chief Marketing Officer. Mr.
Costa joined the Company in June 2006 as Senia Riesident, Corporate Strategy & Marketing; wgsoaged Executive Vice President,
Polymers Business Group Head and Chief Marketirfgc€@fin August 2008; and was appointed Executiiee\President, Specialty Polymers,
Coatings and Adhesives, and Chief Marketing Offindvlay 2009. Prior to joining Eastman, Mr. Costas a senior partner with Monitor
Group ("Monitor"). He joined Monitor, a global magement consulting firm, in 1988 and his experieénckided corporate and business unit
strategies, asset portfolio strategies, innovadiaoth marketing, and channel strategies across aramdge of industries. Mr. Costa was appoi
to his current position in July 2012.

Ronald C. Lindsay, age 54, is Executive Vice PesidAdhesives & Plasticizers, Fibers, Specialtyidd & Intermediates, Engineering and
Construction, and Manufacturing Support. He joidtman in 1980 and held a number of positionsiious manufacturing and business
organizations. In 2003, Mr. Lindsay was appointécke President and General Manager of Intermedi@e2005 became Vice President,
Performance Chemicals and Intermediates; in 20@6apaointed Senior Vice President and Chief TeagyoDfficer; in 2008 was appointed
Senior Vice President, Corporate Strategy and Redjioeadership; in May 2009 was appointed ExecWiee President, Performance
Polymers and Chemical Intermediates; and in Jar2@ty was appointed Executive Vice President, Padace Chemicals and Intermediates
Fibers, Engineering and Construction, and ManufatguSupport. He was appointed to his currenttposin July 2012.

Michael H.K. Chung, age 59, is Senior Vice Presidar Chief International Ventures Officer. Mr.@ly joined Eastman in 1976, and since
that time has held various management positiomsgpily in the Company's chemicals and fibers besses. He was appointed Vice Presii
Fibers International Business in 2006 and in 20@9was appointed Vice President and Managing Qireéisia Pacific Region. Mr. Chung
was appointed to his current position in Januar120

Curtis E. Espeland, age 48, is Senior Vice Presided Chief Financial Officer. Mr. Espeland joingdstman in 1996, and has served in
various financial management positions of incregsasponsibility, including Vice President, FinanPelymers; Vice President, Finance,
Eastman Division; Vice President and Controllemebtor of Corporate Planning and Forecasting; Dareof Finance, Asia Pacific; and
Director of Internal Auditing. He served as then@@any's Chief Accounting Officer from December 20602008. Prior to joining Eastman,
Mr. Espeland was an audit and business advisornagarwith Arthur Andersen LLP in the United Statéastern Europe, and Australia. Mr.
Espeland was appointed to his current positiorept&nber 2008.

Godefroy A.F.E. Motte, age 54, is Senior Vice Rient, Integrated Supply Chain and Chief Regiondl@mstainability Officer. Since joining
Eastman in 1985, Mr. Motte has held leadershiptjpos in various organizations, including sale@my chain, and manufacturing and in both
the Company's chemicals and polymers businessesvad appointed Vice President for the Europe, Mididst, and Asia ("EMEA") region
for the Chemicals Division in 2001 and for the EMPBAlymers Business Group in April 2006. In Jan0%1, Mr. Motte was appointed
Senior Vice President, Chief Regional and Sustdibhalfficer and was appointed to his current giosi in July 2012.

Greg W. Nelson, age 50, is Senior Vice Presidedt@mef Technology Officer. Dr. Nelson joined Eaan in 1988 in the Research and
Development organization, and served in variougtipos in specialty plastics technology and busineganizations, including business unit
manager of polymer films and coatings. In 2001,Nrlson was appointed Vice President, Technolog2006 became Vice President,
Polymers Technology, and in 2007 Vice Presidentp@ate Technology until appointed to his curresgifion in August 2008.
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David A. Golden, age 47, is Senior Vice Presidémtief Legal Officer, and Corporate Secretary. Moldgn joined Eastman in 1995 as an
attorney and has held positions of increasing nesipdity, including Vice President, Associate GeléCounsel, and Corporate Secretary. In
this role, Mr. Golden had responsibility for Eastrisd_aw Department, which has personnel in theddin8tates, Europe and Asia. He also ha
overall responsibility for Eastman's Ethics andfooate Compliance program. Prior to joining Eastntenwas an attorney in the Atlanta of

of the law firm of Hunton & Williams. Mr. Golden waappointed to his current position in January 2013

Perry Stuckey, I, age 53, is Senior Vice Presidéhief Human Resources Officer. Mr. Stuckey jdifigastman in 2011, as Vice President,
Global Human Resources, and was responsible famaas human resources strategy and services widddMr. Stuckey's work experience
spans more than 25 years, including a variety abglhuman resource management positions in matowitag, industrial automation, and bio-
technology organizations. Mr. Stuckey was appoimbeltis current position in January 2013.

Scott V. King, age 44, is Vice President, Contmodlad Chief Accounting Officer. Since joining Bastn in 1999 as Manager, Corporate
Consolidations and External Reporting, he has walibus positions of increasing responsibility ue financial organization, and was
appointed Vice President and Controller in Aug@72 Prior to joining Eastman, Mr. King was aniaadd business advisory manager with
PricewaterhouseCoopers LLP. Mr. King was appoitdeuis current position in September 2008.
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ITEM 2. PROPERTIES

PROPERTIES

At December 31, 2012 , Eastman Chemical Compangs{iian" or the "Company") operated over 40 manuffeng sites in 16

countries. Utilization of these facilities may yavith product mix and economic, seasonal, andrdibsiness conditions; however, none of the
principal plants are substantially idle. The Comps plants, including approved expansions, gelyehalve sufficient capacity for existing
needs and expected near-term growth. These @eamtgenerally well maintained, in good operatingdition, and suitable and adequate for
their use. Unless otherwise indicated, all ofgh&perties are owned. The locations and geneeahcker of the major manufacturing facilities

are:

Segment using manufacturing facility

Additives &
Functional Adhesives & Advanced
Location Products Plasticizers Materials Fibers

Specialty Fluids
& Intermediates

USA
Alvin, Texas®
Anniston, Alabama
Axton, Virginia X
Canoga Park, Californid
Cartersville, Georgi&® X
Chestertown, Maryland X
Chicago, Illinois?® X
Columbia, South Carolin@
Franklin, Virginia® X
Jefferson, Pennsylvania X X
Indianapolis, Indiana X

Kingsport, Tennessee X X X X

Lemoyne, Alabam& X

Longview, Texas X X X

Martinsville, Virginia X

Monongahela, Pennsylvania X

Sauget, lllinois

Springfield, Massachusetts

Sun Prairie, Wisconsin X

Texas City, Texas X

Trenton, Michigan X
Europe

Antwerp, Belgium® X X

Ghent, Belgium

Workington, England X

Kohtla-Jarve, Estonia X

Sete, France X

Dresden, Germany X

Nienburg, Germany X

Middelburg, the Netherlands X

Newport, Wales X

@ Indicates a location where Eastman is a guest wardeperating agreement with a third party, whiphrates its manufacturing facilities at the

@ Indicates a location that Eastman leases fromrd fairty and Eastman operates the

@ Although nearly all of the manufacturing facilityae included in the first quarter 2011 divestitui¢he Company's polyethylene terephthalate

("PET") business and related assets, a portioéeas retained subsequent to the sale.
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Segment using manufacturing facility

Additives &
Functional Adhesives & Advanced Specialty Fluids
Location Products Plasticizers Materials Fibers & Intermediates
Asia Pacific
Suzhou, Chin&®@® X X
Tongxiang, China X
Wuhan, Chind?
Zibo City, China® X X
Kashima, Japan
Ulsan, Korea X
Kuantan, Malaysi&® X X
Jurong Island, Singapofe X X X
Taipei, Taiwart? X
Latin America
ltupeva, Brazil®
Sao Jose Dos Campos, Bra2il X X X
Sao Paulo, Brazil X
Santo Toribio, Mexico X
Uruapan, Mexico X

@ Indicates a location that Eastman leases fromrd pairty and Eastman operates the

@ Indicates a location where Eastman has more thamamufacturing facilit

©®  Eastman holds a 60 percent share in the joint ver@olutia Therminol Co., Ltd., Suzhou in the SpkgiFluids & Intermediates Segme

@ Eastman holds a 51 percent share in the joint ver@enovique Specialties Wuhan Youji Chemical Ctu,

®  Eastman holds a 51 percent share in the joint vei@ilu Eastman Specialty Chemical |

©® Indicates a location where Eastman is a guest wamtleperating agreement with a third party, whiphrates its manufacturing facilities at the

@ In fourth quarter 2012, the Company terminated @erating agreement at the acquired Solutia fadilitgao Jose dos Campos, Brazil. For more

information, see Note 19, "Asset Impairments aedtRicturing Charges (Gains), Net", to the Commaoghsolidated financial statements in Part I,
Item 8 of this Annual Report.

Eastman has a 50 percent interest in Primestemivjenture that manufactures cellulose acetafgmatman's Kingsport, Tennessee plant. Th
production of cellulose acetate is an intermedittg in the manufacture of acetate tow and otHercse acetate based products. The
Company also has a 50 percent interest in a j@nture that has a manufacturing facility in Nanji@fina. The Nanjing facility produces
Eastotac" hydrocarbon tackifying resins for pressure-sensitidhesives, caulks, and sealants. Eastdigidrocarbon resins are also used to
produce hot melt adhesives for packaging applinatin addition to glue sticks, tapes, labels, ahemoadhesive applications. In November
2010, the Company entered into a joint venture ®iitpercent interest for the manufacture of comgedrcellulose diacetate ("CDA") in
Shenzhen, China. CDA is a hierived material, which is used in various injectinolded applications, including but not limitedaehthalmic
frames, tool handles and other end use produnt2011, the Company entered into a joint ventur&af80,000 metric ton acetate tow
manufacturing facility in China, expected to be mpienal in mid-2013. Eastman has 45 percent oshiprof the joint venture and expects to
provide 100 percent of the acetate flake raw maltewithe joint venture from the Company's manufiawy facility in Kingsport. In 2012, the
Company entered into a joint venture to build &80,metric ton hydrogenated hydrocarbon resin ptaNanjing, China. The venture will be
equally owned by Eastman and Sinopec Yangzi Petratdal Company Limited and is expected to be operat by the end of 2014.

31




EASTMAN

Eastman has distribution facilities at all of itant sites. In addition, the Company owns or leaggproximately 160 stand-alone distribution
facilities in the United States and 23 other caestr Corporate headquarters are in Kingsport, &ssge. The Company's regional headqui
are in Miami, Florida; Capelle aan den 1Jssel Ne¢herlands; Zug, Switzerland; Singapore; and Kiogs Tennessee. Technical service is
provided to the Company's customers from techmsiealice centers in Kingsport, Tennessee; Palo Aladifornia; Canoga Park, California;
Indian Orchard, Massachusetts; Akron, Ohio; Martiles Virginia; Kirkby, England; Middelburg, the &herlands; Shanghai, China; and
Singapore. In addition to Eastman's regional eustcservice centers located in Kingsport, Tennested.ouis, Missouri; Miami, Florida
(Latin America); Capelle aan den IJssel, the Nédinels; Zaventum, Belgium; Koeln, Germany; ShangBhina; and Singapore, the Company
also has customer service offices located in 18rathuntries around the world.

A summary of properties, classified by type, iduded in Note 5, "Properties and Accumulated Dejpt@®n", to the Company's consolidated
financial statements in Part Il, Item 8 of this AlmhReport.
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ITEM 3. LEGAL PROCEEDINGS
General

From time to time, Eastman Chemical Company ("Easthor the "Company") and its operations are paitie or targets of, lawsuits, claims,
investigations and proceedings, including prodiadtility, personal injury, asbestos, patent andliattual property, commercial, contract,
environmental, antitrust, health and safety, angleyment matters, which are being handled and dif@in the ordinary course of
business. While the Company is unable to pretebuutcome of these matters, it does not belieased upon currently available facts, that
ultimate resolution of any such pending mattersl(ding those described below) will have a mataatlerse effect on its overall financial
condition, results of operations, or cash flows.

Certain Solutia Historical Legal and Administrative Proceedings

Legacy Tort Claims Litigation. Pursuant to an Amended and Restated SettlemereAgnt effective February 28, 2008 between Sdlntia
("Solutia™) and Monsanto Company ("Monsanto") imrection with Solutia's emergence from Chapterdrikhuptcy proceedings (the
"Monsanto Settlement Agreement"), Monsanto is rasjiide to defend and indemnify Solutia against eegacy Tort Claims (as defined in the
Monsanto Settlement Agreement) and Solutia agreeetain responsibility for certain tort claimsaifiy, that may arise from Solutia's conduct
after its spinoff from Pharmacia Corporation ("Rhacia") (f/k/a Monsanto), which occurred on Septenth 1997. Solutia, which became a
wholly owned subsidiary of Eastman on July 2, 2015 been named as a defendant in several suabeplings, and has submitted the matter:
to Monsanto as Legacy Tort Claims. To the exteesé matters are not within the meaning of Legamy Claims, Solutia could potentially be
liable thereunder. In connection with the completdf the acquisition, Eastman guaranteed the afidigs of Solutia and Eastman was added
as an indemnified party under the Monsanto SettiéAgreement.

Medicare Reimbursement Litigation . On December 1, 2009, the Department of Justic®{'), on behalf of the United States government,
filed suit in the United States District Court, Kwoarn District of Alabama (in a case captioned EkhiStates of America v. Stricker, et al.),
against Solutia, Monsanto, Pharmacia and the &ysrand law firms who represented the plaintiffthim Abernathy v. Solutia Inc., et al.
("Abernathy") lawsuit arising out of polychlorinatéiphenyl ("PCB") contamination in Anniston, Alaba. The DOJ alleges the defendants
failed to reimburse Medicare for medical expensad o Abernathy settlement recipients who were igl@ beneficiaries. The DOJ seeks
recovery of these allegedly unpaid reimbursemeants the defendants who paid into the Abernathyesatint fund, as well as the plaintiffs'
counsel who represented the Medicare recipientswend responsible for the distribution of the sattbnt funds.

The district court granted the defendants' mottordismiss finding the DOJ failed to file the actiwithin the applicable statute of limitations.
The DOJ appealed the case to the Eleventh Cirautt@f Appeals, which heard oral argument on tmecluly 26, 2012, and a decision is
expected in 2013.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON STOCK, RELATED STOCK HOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

(a) Eastman Chemical Company's ("Eastman" or tteerjéany") common stock is traded on the New Yorlcstexchange ("NYSE")
under the symbol "EMN". The following table pretgethe high and low sales prices of the commorkstocthe NYSE and the cash dividends
per share declared by the Company's Board of @iredbr each quarterly period of 2012 and 2011.

Cash Dividends

High Low Declared
2012  First Quarter $ 55.1¢ $ 39.1¢ % 0.26(
Second Quarter 55.5¢ 41.5¢ 0.26(
Third Quarter 59.5¢ 46.1¢ 0.26(
Fourth Quarter 68.22 52.9: 0.30(
2011  First Quarter $ 50.07 $ 42.3¢ $ 0.23¢
Second Quarter 55.3¢ 46.8: 0.23¢
Third Quarter 53.31 32.4¢ 0.26(
Fourth Quarter 42.6:2 33.21 0.26(

As of December 31, 2012 , there were 153,955,346esiof the Company's common stock issued andaodisg, which shares were held by
20,760 stockholders of record. These shares irdd@485 shares held by the Company's charitabledfttion. The Company's Board of
Directors has declared a cash dividend of $0.3®bpare during the first quarter of 2013 , payallé\pril 1, 2013 to stockholders of record on
March 15, 2013 . Quarterly dividends on commoulstd declared by the Board of Directors, are llgyaaid on or about the first business
day of the month following the end of each quarfEihe payment of dividends is a business decisiadatby the Board of Directors from time
to time based on the Company's earnings, finapoisition and prospects, and such other considesatie the Board considers relevant.
Accordingly, while management currently expects tha Company will continue to pay the quarterlglcdividend, its dividend practice may
change at any time.

In July 2012, as part of the Company's acquisitib8olutia Inc., the Company issued 14.7 millioargs of Eastman common stock and
4,481,250 warrants to purchase 0.12 shares of Bastommon stock and $22.00 cash per warrant upgnera of the warrant exercise price
of $29.70. The warrants expired on February 27326br more information, see Note 2 , "Acquisiti@m& Investments in Joint Ventures" to
the Company's consolidated financial statemenBai Il, Item 8 of this Annual Report on Form 1Q*®nnual Report").

See Part lll, Item 12 — "Security Ownership of @ertBeneficial Owners and Management and Relateck8blder Matters—Securities
Authorized for Issuance Under Equity Compensatilam$ of this Annual Report for the information wéeed by Item 201(d) of Regulation S-
K.

(b) Not applicable.
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ITEM 6. SELECTED FINANCIAL DATA

Operating Data

(Dollars in millions, except per share amounts)

Sales

Operating earnings

Earnings from continuing operations

Earnings (loss) from discontinued operations

Gain from disposal of discontinued operations

Net earnings

Less: Net earnings attributable to noncontrollimgiest

Net earnings attributable to Eastman

Amounts attributable to Eastman stockholders
Earnings from continuing operations, net of tax
Earnings (loss) from discontinued operations, fé¢d#o
Net earnings attributable to Eastman stockholders

Basic earnings per share attributable to Eastman
Earnings from continuing operations
Earnings (loss) from discontinued operations
Net earnings

Diluted earnings per share attributable to Eastman
Earnings from continuing operations
Earnings (loss) from discontinued operations
Net earnings

Statement of Financial Position Data

Current assets

Net properties

Goodwill

Other intangibles

Total assets

Current liabilities

Long-term borrowings

Total liabilities

Total Eastman stockholders' equity

Dividends declared per share

EASTMAN

Year Ended December 31,

2012 2011 2010 2009 2008

$ 810: $ 717¢ $ 584 $  439% $  593¢
80C 937 844 27€ 221

442 607 41¢ 11€ 141

— 9 9 (22) (37)

1 31 — — 18

444 647 427 94 127

7 1 2 5 1

$ 437 $ 64E $ 428 $ 89 $ 121
$ 43¢ $ 60 $ 416 $ 111 $ 14C
1 40 9 22) (19)

$ 437 $ 64E $ 428 $ 89 $ 121
$ 2.9¢ $ 43¢ $ 2.8t $ 077 $ 0.9:
0.01 0.2¢ 0.07 (0.16) (0.19)

$ 3.0C $ 465 $ 2.9t $ 061 $ 0.8C
$ 29z $ 42t $ 281 $ 0.7¢€ $ 0.92
0.01 0.2¢ 0.07 (0.15) (0.12)

$ 2.9¢ $ 45z $ 2.8t $ 061 $ 0.8C
$ 250 $ 230: $ 2041 $ 173 $ 1,42
4,181 3,107 3,21¢ 3,11( 3,19¢

2,644 40€ 37t 31E 32t

1,84¢ 101 92 43 79
11,61¢ 6,18¢ 5,98¢ 5,51¢ 5,281
1,36¢ 1,114 1,07¢ 80C 832

4,77¢ 1,44F 1,59¢ 1,60¢ 1,447

8,591 4,28¢ 4,327 3,97t 3,724

2,947 1,87C 1,627 1,51¢ 1,55¢

1.08( 0.99( 0.89¢ 0.88( 0.88(

In first quarter 2012, Eastman Chemical Company$étfan" or the "Company") elected to change ithotedf accounting for actuarial gains
and losses for its pension and other postretireiemefit ("OPEB") plans to a more preferable metpednitted under accounting principles
generally accepted ("GAAP") in the United Stat&he current method recognizes actuarial gains @sgkk in the Company's operating result:
in the year in which the gains and losses occlierahan amortizing them over future periods. Urbe current method of accounting, these
gains and losses are measured annually at Decé&tlzard recorded as a markst@rket ("MTM") adjustment during the fourth quartdreact
year. Any interim remeasurements triggered byrtatdment, settlement, or significant plan changesrecognized as an MTM adjustmen

the quarter in which such remeasurement event scchie current method has been retrospectivellyeabio financial results of all periods
presented. For additional information, see Note "Wecounting Methodology Change for Pension anle®Postretirement Benefit Plans™ to
the Company's consolidated financial statemenai Il, Item 8 of this Annual Report on Form 1QiKis "Annual Report").
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On July 2, 2012, the Company completed its acqaiisitf Solutia Inc. ("Solutia"), a global leaderperformance materials and specialty
chemicals. The fair value of total considerati@msferred was approximately $4.8 billion, conaistof cash of $2.6 billion, net of cash
acquired; equity in the form of Eastman stock giragimately $700 million; and the assumption andsaguent repayment of Solutia's debt a
fair value of approximately $1.5 billion. For atidhal information see Note 2 , "Acquisitions amgdestments in Joint Ventures", to the
Company's consolidated financial statements inIRdtem 8 of this Annual Report. As of the datleacquisition, results of the acquired
Solutia businesses are included in Eastman results.

In third quarter 2011, the Company completed tlaggisitions. Eastman acquired Sterling Chemidats,("Sterling"), a single site North
American petrochemical producer, to produce noirgdhate plasticizers in the Adhesives & Plasticizagment, including Eastman 168™ non
phthalate plasticizers, and acetic acid in the Bjtgd-luids & Intermediates segment, and Eastmsn acquired Scandiflex do Brasil S.A.
IndUstrias Quimicas ("Scandiflex"), a manufacturieplasticizers located in Sdo Paulo, Brazil, whiheported in the Adhesives & Plasticiz
segment. The Company acquired Dynaloy, LLC ("Dggd), a producer of formulated solvents, whichaparted in the Additives &
Functional Products segment. The acquisitions weceunted for as business combinations. For atditinformation see Part Il, ltem 8 —
"Notes to the Audited Consolidated Financial Staets' — Note 2 , "Acquisitions and InvestmentsdimtlVentures" and Note 19 , "Asset
Impairments and Restructuring Charges (Gains), bietfiis Annual Report.

In first quarter 2011, the Company completed the shthe polyethylene terephthalate ("PET") busfeelated assets at the Columbia, South
Carolina site, and technology of its PerformanclyiiRers segment. The PET business, assets, amibtegly sold were substantially all of the
Performance Polymers segment. Performance Polysegraent operating results are presented as disagedtoperations for all periods
presented and are therefore not included in reBolts continuing operations in accordance with GAARr additional information, see Note
3, "Discontinued Operations", to the Company'ssotidated financial statements in Part I, Itemf 8&is Annual Report.

In second quarter 2010, Eastman completed the psecbf Genovique Specialties Corporation ("Gena@/fjjwhich was accounted for as a
business combination. The acquired business lsbalgproducer of specialty plasticizers, benzaid aand sodium benzoate. This acquisition
included Genovique's manufacturing operations ihtkeJarve, Estonia and Chestertown, Maryland ajathaiventure in Wuhan,

China. Genovique's benzoate ester plasticizers weatrategic addition to Eastman's existing géipengpose and specialty non-phthalate
plasticizers. For additional information see Riaitem 8 — "Notes to the Audited Consolidated&finial Statements” — Note 2 , "Acquisitions
and Investments in Joint Ventures" and Note 19ss& Impairments and Restructuring Charges (Gaitet),of this Annual Report.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS
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This Management's Discussion and Analysis of Firs@ondition and Results of Operations ("MD&A")based upon the consolidated
financial statements for Eastman Chemical Compdaaggtman” or the "Company"), which have been prgpar accordance with accounting
principles generally accepted ("GAAP") in the Uditgtates, and should be read in conjunction wighGbmpany's consolidated financial
statements and related notes included elsewhénisi2012 Annual Report on Form 10-K (this "Ann&adport"). All references to earnings
per share ("EPS") contained in this report areteédwearnings per share unless otherwise noted.

On July 2, 2012, the Company completed its acqaisitf Solutia Inc. ("Solutia"), a global leaderperformance materials and specialty
chemicals. The fair value of total considerati@msferred was approximately $4.8 billion, conaistof cash of $2.6 billion, net of cash
acquired; equity in the form of Eastman stock giragimately $700 million; and the assumption anldsaguent repayment of Solutia's debt a
fair value of approximately $1.5 billion. For atidnal information, see Note 2 , "Acquisitions dnglestments in Joint Ventures", to the
Company's consolidated financial statements in IRdtem 8 of this Annual Report. As of the datieacquisition, results of the acquired
Solutia businesses are included in Eastman results.

Beginning in third quarter 2012, the Company chaniteereportable segments due to changes in thep@oy's organization resulting from the
acquisition of Solutia. Eastman currently has fieporting segments: Additives & Functional Produétshesives & Plasticizers, Advanced
Materials, Fibers, and Specialty Fluids & Internages. The new reporting structure has been retctsply applied to financial results of all
periods presented.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

In first quarter 2012, Eastman elected to chargméthod of accounting for actuarial gains anddsder its pension and other postretirement
benefit ("OPEB") plans to a more preferable metpednitted under GAAP. The current method recognastuarial gains and losses in the
Company's operating results in the year in whiehgains and losses occur rather than amortizing theer future periods. Under the current
method of accounting, these gains and losses assurexrl annually at December 31 and recorded askatoienarket ("MTM") adjustment
during the fourth quarter of each year. Any interemeasurements triggered by a curtailment, sstthé, or significant plan changes are
recognized as an MTM adjustment in the quarterhictvsuch remeasurement event occurs. The curretitod has been retrospectively
applied to financial results of all periods preseint For additional information, see Note,IAccounting Methodology Change for Pension
Other Postretirement Benefit Plans" to the Comsaoghsolidated financial statements in Part Iml&of this Annual Report.

CRITICAL ACCOUNTING ESTIMATES

In preparing the consolidated financial statementonformity with GAAP, the Company's managemenstimake decisions which impact
reported amounts and the related disclosures. @emhions include the selection of the approp@atounting principles to be applied and
assumptions on which to base estimates and judgntieattaffect the reported amounts of assetslitiabj sales revenue and expenses, and
related disclosure of contingent assets and li#sliOn an ongoing basis, the Company evaluatesitmates, including those related to
allowances for doubtful accounts, impairment ofgldived assets, environmental costs, pension amer @ost-employment benefits, litigation
and contingent liabilities, income taxes, and pasghaccounting. The Company bases its estimateistonical experience and on various o
assumptions that are believed to be reasonable timeleircumstances, the results of which formlthsis for making judgments about the
carrying values of assets and liabilities thatrasereadily apparent from other sources. Actualltesnay differ from these estimates under
different assumptions or conditions. The Compamasagement believes the critical accounting eséisndéscribed below are the most
important to the fair presentation of the Compafigancial condition and results. These estimatgsiire management's most significant
judgments in the preparation of the Company's dadeted financial statement

Allowances for Doubtful Accounts

The Company maintains allowances for doubtful ant®ior estimated losses resulting from the ingbdf its customers to make required
payments. The Company believes, based on histagsalts, the likelihood of actual write-offs hagia material impact on financial results is
low. However, if one of the Company's key custonveas to file for bankruptcy, or otherwise be uninidl or unable to make its required
payments, or there was a significant slow-dowrhaéconomy, the Company could increase its alloasnthis could result in a material
charge to earnings. The Company's allowance fobifielaccounts was $8 million at December 31, 284@ 2011 .

Impairment of Long-Lived Assets

Long-lived assets and certain identifiable intafeglio be held and used by the Company are reviéavachpairment whenever events or
changes in circumstances indicate that the cargmngunt of an asset may not be recoverable. I¢ding/ing amount is not considered to be
recoverable, an analysis of fair value is triggersd impairment is recorded for the excess of #i@ying amount of the asset over the fair
value.

The Company conducts its annual testing of goodwnitl indefinite-lived intangible assets in thirdager of each year, unless events warrant
more frequent testing. The 2012 testing of goodwdk performed at the reporting unit level whichhaigement determined to be its operating
segments.

The Company applies a fair value methodology itingghe carrying value of goodwill for each repogtunit. The key assumptions and
estimates used in the Company's 2012 goodwill impat testing included a long-term projection oferues, expenses, and cash flows, the
estimated weighted average cost of capital, anéstimated corporate tax rate. The Company belithesse assumptions are consistent with
those a hypothetical market participant would usergcircumstances that were present at the timesgtimates were made. However, actual
results and amounts may be significantly diffeffeortn the Company's estimates. In addition, theaishfferent estimates or assumptions cc
result in materially different determinations.the estimated fair value of a reporting unit isedetined to be less than the carrying value of the
net assets of the reporting unit including goodwitiditional steps, including an allocation of #s#imated fair value to the assets and liabilitie:
of the reporting unit, would be necessary to deierthe amount, if any, of goodwill impairment.
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Indefinite-lived intangible assets, consisting afieus trademarks, are tested for potential impaitnivy comparing the estimated fair value to
the carrying amount. The estimated fair valuehefttademarks is determined based on an assumaitirogte savings, discounted by the
Company's estimated cost of capital. The carryalge of indefinitelived intangible assets is considered to be implaiveen the estimated f.
value is less than the carrying value of the traatbs

As a result of the tests performed during thirdrtpra2012 , no impairment was determined to exisgbodwill or any of the Company's
indefinite-lived intangible assets. In the goodiwipairment analysis performed, fair values sutissédly exceeded the carrying values for eacl
reporting unit. As a result of the 2012 acquisitadrSolutia, the Company recorded $2,230 milliomgobdwill and $542 million of indefinite-
lived intangible assets. As required by purchasewtting guidance, the Company performed a detextioim of the fair value of assets and
liabilities acquired with the purchase of Solutiahird quarter 2012. Therefore, the goodwill antngible assets from the acquisition were
excluded from the current year's annual testingoafdwill and indefinite-lived intangible assets.

As the Company's assumptions related to long-lagsikts are subject to change, write-downs maychereel in the future. If estimates of fair
value less costs to sell are revised, the carrgingunt of the related asset is adjusted, resuhimgcharge to earnings. The Company
recognized a definite-lived intangible asset impa&int charge of $8 million resulting from an envimental regulatory change during fourth
quarter 2010 impacting the fair value of air engasiredits remaining from the previously disconddiBeaumont, Texas, industrial
gasification project.

Environmental Costs

The Company accrues environmental remediation edsts it is probable that the Company has incuaréidbility at a contaminated site and
the amount can be reasonably estimated. Whergkesimount cannot be reasonably estimated butastecan be estimated within a range, th
Company accrues the minimum amount. This undiseauaccrued amount reflects liabilities expectelbegaid out within 30 years and the
Company's assumptions about remediation requirena¢rthe contaminated site, the nature of the rgnibhd outcome of discussions with
regulatory agencies and other potentially respdagibrties at multi-party sites, and the numberfamahcial viability of other potentially
responsible parties. Changes in the estimateshichvthe accruals are based, unanticipated governemforcement action, or changes in
health, safety, environmental, and chemical com&gulations and testing requirements could resuitgher or lower costs. Estimated future
environmental expenditures for remediation costged from the minimum or best estimate of $365iamlto the maximum of $623 million at
December 31, 2012 . The maximum estimated futusesare considered to be reasonably possible anidausive of the amounts accrued at
December 31, 2012 .

In accordance with GAAP, the Company also estagtishserves for closure/postclosure costs assddidtie the environmental and other
assets it maintains. Environmental assets, anatbfiy GAAP, include but are not limited to wastenagement units, such as landfills, water
treatment facilities, and ash ponds. When thesestpf assets are constructed or installed, aveseestablished for the future costs
anticipated to be associated with the retiremeitasure of the asset based on an expected liteecgnvironmental assets and the applicable
regulatory closure requirements. These future ms@e are charged against earnings over the estimsédul life of the assets. Currently, the
Company estimates the useful life of each individisaet is up to 50 years. If the Company chaitgestimate of the environmental asset
retirement obligation costs or its estimate ofdkeful lives of these assets, expenses chargedsagairnings could increase or decrease.

In accordance with GAAP, the Company also monitorsditional obligations and will record reservesaasated with them when and to the
extent that more detailed information becomes alségl concerning applicable retirement costs.

The Company's reserve, including the above remediavas $394 million at December 31, 2012 and$8Bon at December 31, 2011 ,
representing the minimum or best estimate for reatieth costs and the best estimate of the amouwmtiad to date over the regulated assets'
estimated useful lives for asset retirement obligatosts. Amounts at December 31, 2@icduded environmental contingencies assumed i
acquisition of Solutia on July 2, 2012. See Noté'Rcquisitions and Investments in Joint Venturesthe Company's consolidated financial
statements in Part 1l, Item 8 of this Annual Report
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Pension and Other Post-employment Benefits

The Company maintains defined benefit pension plaatsprovide eligible employees with retirementéfits. Additionally, Eastman
subsidizes life insurance, health care, and déetagfits for eligible retirees and health care dewtal benefits for retirees' eligible survivors.
The costs and obligations related to these bermefiesct the Company's assumptions related to géeeonomic conditions (particularly
interest rates) and expected return on plan adeelaly 2012, as part of its acquisition of Saythe Company assumed Solutia's U.S. and nc
U.S. defined benefit pension and OPEB plans. Reidhe acquisition, the U.S. pension plans had lodmsed to new participants and were no
longer accruing additional benefits. In 2011, ag pf its acquisition of Sterling Chemicals, lftSterling"), the Company assumed Sterling's
U.S. pension plans. For valuing the obligations asgkts of the Company's U.S. and non-U.S. defiradfit pension plans, the Company
assumed weighted average discount rates of 3.22mesnd 4.16 percent, respectively, and a weightedage expected return on plan assets
of 7.98 percent and 5.90 percent, respectivelpeaember 31, 2012 . The Company assumed a weighierdge discount rate of 3.91 percent
for its OPEB plans and an expected return on ptapta of 3.75 percent for its voluntary employbergficiary association retiree trust at
December 31, 2012. The cost of providing plan hiesafso depends on demographic assumptions imgugitirements, mortality, turnover,
and plan participation.

The December 31, 2012 projected benefit obligatioth 2013 expense are affected by year-end 201thasisas. The following table
illustrates the sensitivity to changes in the Conymlong-term assumptions in the expected retarassets and assumed discount rate for all
pension plans and other postretirement welfarespl@he sensitivities below are specific to the tpeeiods noted. They also may not be
additive, so the impact of changing multiple fastsimultaneously cannot be calculated by combittiegndividual sensitivities shown.

Impact on Impact on 2013 Pre-
2013 Pre-tax tax Benefits Expense Impact on December
Benefits Expense (Excludes mark-to- 31, 2012 Benefit
(Excludes mark-to- market impact) Other Obligation for Other
Change in market impact) Impact on December 31, 2012 Projected Postretirement Postretirement
Assumption Pension Plans Benefit Obligation for Pension Plans Welfare Plans Welfare Plans
u.S. Non-U.S.
25 basis point
decrease in discou
rate -$3 Million +$68 Million +$32 Million -$1 Million +$33 Million
25 basis point
increase in discour
rate +$3 Million -$65 Million -$31 Million +$1 Million -$31 Million
25 basis point
decrease in expect
return on assets +$5 Million No Impact No Impact +$1 Million No Impact
25 basis point
increase in expecte
return on assets -$5 Million No Impact No Impact -$1 Million No Impact
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The expected return on assets and assumed digedenised to calculate the Company's pension dnedt pbstemployment benefit obligatiol
are established each December 31. The expected miwassets is based upon the long-term expeetedhs in the markets in which the trusts
invest their funds, primarily in the following maats: U.S. and non-U.S. fixed income, U.S. and nd®-public equity, private equity, and real
estate markets. Historically, over a ten year gktille Company's average achieved actual returbders near the expected return on assets.
The assumed discount rate is based upon a portfbhgh-grade corporate bonds, which are usecteldp a yield curve. This yield curve is
applied to the expected durations of the pensiahpmst-employment benefit obligations. As futuralttecare benefits under the U.S. benefit
plan have been fixed at a certain contribution ambothanges in the health care cost trend assungptio not have a material impact on the
results of operations.

The Company uses fair value accounting for plaptas# actual experience differs from long-terrswaaptions for asset returns and discount
rates, the difference is recognized as part oMMi&1 adjustment during the fourth quarter of eachryand any other quarter in which an
interim remeasurement is triggered. The MTM chaaygdied to earnings from continuing operation2@i2 , 2011 , and 2010 due to the
actual experience versus assumptions of returqdammassets and discount rates for the definedfib@easion and other postretirement benefi
plans were $276 million, $144 million, and $53 mifl, respectively. At December 31, 2012, the Corgjsaweighted-average assumed
discount rate was 3.84 percent, down significafntyn the prior year, resulting in an actuarial lo§sipproximately $380 million. Partially
offsetting the impact of the lower discount ratesvaa increase in pension asset values of approsiyrtht05 million due to asset values
appreciating in excess of the assumed weightechgeanate of return of 7.27 percent.

The Company does not anticipate that a changerisipe and other post-employment obligations cabsea change in the assumed discount
rate during 2013 will impact the cash contributitm®e made to the pension plans during 2013 . &\tha& amount of the change in these
obligations does not correspond directly to casfuiiag requirements, it is an indication of the amahe Company will be required to
contribute to the plans in future years. The amamak timing of such cash contributions is dependgon interest rates, actual returns on plan
assets, retirement, attrition rates of employeed,ather factors. For further information regardpension and other post-employment
obligations, see Note 13, "Retirement Plans"hto@ompany's consolidated financial statementsitlR Iltem 8 of this Annual Report.

Litigation and Contingent Liabilities

From time to time, the Company and its operatiogegparties to or targets of lawsuits, claims, itigegions and proceedings, including proc
liability, personal injury, asbestos, patent arntéliectual property, commercial, contract, envir@emtal, antitrust, health and safety, and
employment matters, which are handled and defemd#tk ordinary course of business. The Companguasca liability for such matters wh
it is probable that a liability has been incurred she amount can be reasonably estimated. Whisgle smount cannot be reasonably
estimated but the cost can be estimated withimgeathe Company accrues the minimum amount. Tinep@oy expenses legal costs,
including those expected to be incurred in conoaatiith a loss contingency, as incurred. Based dacts and information currently availab
the Company believes the amounts reserved are atdefj such pending matters; however, resultgefations could be affected by mone
damages, costs or expenses, and charges agamsgsan particular periods.

Income Taxes

The Company records deferred tax assets and fiabihased on temporary differences between tladial reporting and tax bases of assets
and liabilities, applying enacted tax rates expetbdebe in effect for the year in which the diffleces are expected to reverse. The ability to
realize deferred tax assets is evaluated througffotiecasting of taxable income using historical projected future operating results, the
reversal of existing temporary differences, andabailability of tax planning strategies. Valuatiaifowances are recorded to reduce deferred
tax assets when it is more likely than not thabaltenefit will not be realized. In the event ttiat actual outcome from future tax conseque
differs from management estimates and assumptibasesulting change to the provision for incomesacould have a material adverse im
on the consolidated results of operations andrsgtié of financial position. As of December 31, 20E2valuation allowance of $215 million
has been provided against the deferred tax assets.

The Company recognizes income tax positions that tie more likely than not threshold and accrogsrést related to unrecognized income
tax positions, which is recorded as a componetti@fncome tax provision.
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Purchase Accounting

In general, the acquisition method of accountirguines companies to record assets acquired arnititieebassumed at their respective fair
values at the date of acquisition. The Companynegés fair value using the exit price approach wigadefined as the price that would be
received to sell an asset or paid to transfertalitiain an orderly market. An exit price is det@ned from the viewpoint of unrelated market
participants as a whole, in the principal or maktamtageous market, and may result in the Compaluyng assets or liabilities at a fair value
that is not reflective of the Company's intendeel ofsthe assets or liabilities. Any amount of thieghase price paid that is in excess of the
estimated fair values of net assets acquired bilitias assumed is recorded in the line item goitidm the Company's consolidated balance
sheets. Management's judgment is used to detethenestimated fair values assigned to assets achaird liabilities assumed, as well as a
lives for property, plant and equipment and amati@n periods for intangible assets, and can nalg@ffect the Company's results of
operations.

NON-GAAP AND PRO FORMA COMBINED FINANCIAL MEASURES

In addition to evaluating the Company's financ@hdition, results of operations, liquidity and cdlslws as reported in accordance with GA
Eastman management also evaluates Company andingesgment performance, and makes resource atlacnd performance evaluation
decisions, after giving effect to transactions tgoand gains that do not directly arise from Eastsinormal, or "core", business and operat
or are otherwise of an unusual or non-recurringineatThese transactions, costs and gains relaéentong other things, cost reduction, growth
and profitability improvement initiatives, and othevents outside of core business operations. Becaon-core or non-recurring costs and
gains may materially affect the Company's, or aafipular operating segment's, financial condittomesults in a specific period in which they
are recognized, Eastman believes it is approptie¢waluate both the financial measures preparddalculated in accordance with GAAP anc
the related non-GAAP financial measures. In additiusing such measures to evaluate resultspecific period management believes that
such measures may provide more complete and censtimparisons of the Company's, and its segmepeyational performance on a
period-over-period historical basis and a bettdication of expected future trends. Managementakes these non-GAAP measures, and the
related reconciliations, because it believes irorssise these metrics in evaluating longer terrogesver-period performance, and to allow
investors to better understand and evaluate tloentetion used by management to assess the Compamng'gs operating segments’,
performance, make resource allocation decisioneaatliate organizational and individual performaimcgetermining certain performance
based compensation. Non-GAAP measures do not tefirgtidns under GAAP, and may be defined diffehgibly, and not be comparable to,
similarly titled measures used by other comparmissa result, management cautions investors ndiimepndue reliance on any non-GAAP
measure, but to consider such measures with thedirestly comparable GAAP measure.

The non-core or non-recurring items excluded byagament in its evaluation of certain results is thinnual Report are as follows:

» costs resulting from the sale of acquired Salirtventories at fair value, net of the last-instfiout ("LIFO") impact of these inventories (as
required by purchase accounting, these inventarggs marked to fair value, and were sold in 2012);

»  Solutia acquisition, financing, transaction, amegration costs, including the costs and feebforowings used to complete the Solutia
acquisition and pre-acquisition interest expenseadguisition-related borrowings, which, similarth@ costs resulting from the sale of
Solutia inventories, resulted from non-core tratisas not expected to impact Eastman's resultsistemsly;

+ MTM pension and OPEB losses, net, which arismfchanges in actuarial assumptions and the diferbetween actual and expected
returns on plan assets and discount rates, anfdomotEastman'’s core operations;

e asset impairments and restructuring chargegjaimng, net, which, other than certain severancescae not cash transactions impacting
profitability; and

» early debt extinguishment co:

in each case for the periods and in the amountsitable below.
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Non - GAAP Financial Measures -- Excluded Items

(Dollars in millions) 2012 2011 2010
Items impacting operating earnings:
Additional costs of acquired Solutia inventories $ 7% 3 — =
Transaction costs related to the acquisition otitml 28 — —
Integration costs related to the acquisition ofuBal 16 — —
Mark-to-market pension and other postretirementfielosses, net 27¢€ 144 53
Asset impairments and restructuring charges (gaiet) 12C 8 29
Items impacting earnings before income taxes:
Financing costs related to the acquisition of Salut 32 — —
Early debt extinguishment costs — — 11t

This MD&A includes the effect of the foregoing dretfollowing financial measures:

»  Gross profil

» Selling, general, and administrative ("SG&A") andgearch and development ("R&D") expen
* Net interest expens

e Other charges (income), r

e Operating earning

e Earnings from continuing operations, .

» Diluted earnings per sha

For more detail on asset impairments and restimcfwharges and gains, see "Summary of Consolidsdlts - Asset Impairments and
Restructuring Charges (Gains), Net".

In addition to the above, in order to provide thestrmeaningful comparison of results, some of tiewing corporate and segment discussior
and analysis includes both actual results for efigals presented and results on a "pro forma cosabibasis. The unaudited pro forma
combined information is based on the historicalsobidated financial statements of both EastmanSuidtia and has been prepared to illus
the effects of the Company's acquisition of SoluEsuming the acquisition of Solutia had beenwmnsated on January 1, 2010, the
beginning of the earliest period presented. Fo22@1o forma combined results reflect actual resfdlt third and fourth quarter 2012 plus pro
forma combined results for first six months 201BeTaccompanying pro forma combined financial infation does not give pro forma effect
to any other transactions or events.

The unaudited pro forma combined information ismedtessarily indicative of the results of operatitirat would have actually occurred, or
financial position, had the acquisition been congueas of the dates indicated, nor is it indicatif’éhe future operating results, or financial
position, of Eastman. The unaudited pro forma comdbiinformation does not reflect future events thay occur after the acquisition of
Solutia, including the potential realization of dmyure operating cost savings (synergies) or uetiring activities or other costs related to the
planned integration of Solutia and yet to be inedrand does not consider potential impacts okotimarket conditions on revenues or
expense efficiencies.
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The unaudited pro forma combined information raflemly the combination of Eastman and Solutia. Tiheudited pro forma combined
financial results include certain adjustments fidifional depreciation and amortization expensetagpon the fair value stagp and estimate
useful lives of Solutia depreciable fixed assets lanited-life amortizable assets acquired in ttamsaction. Additionally, in the preparation of
unaudited pro forma combined sales and earnings fantinuing operations, Solutia's historical cdiaeded results have been retrospectively
adjusted for the change in accounting methodologypénsion and OPEB plans actuarial losses and galiopted by Eastman during first
quarter 2012. In conjunction with the change iccamnting principle, the service cost, which repntséhe benefits earned by active employee
during the period, and amortization of prior seeviredits continue to be allocated to each segri@etest costs, expected return on assets
the MTM adjustment for actuarial losses and garesiaw included in corporate expense and not atbact segments. For additional
information, see Note 14 , "Accounting Methodoldglyange for Pension and Other Postretirement BeRigfits" to the Company's
consolidated financial statements in Part Il, I@wf this Annual Report. The information also ird#g adjustments to Solutia exclusions from
operating earnings in order to be consistent wihtBan's non-GAAP presentation. In addition, cafgmexpenses and gains and losses from
asset dispositions and restructuring charges theg yweviously reported as "other" have now belacated to Eastman's reportable
segments using a percentage of total revenue mathgydbased on Solutia's full year 2011 resultgs Bfiocation of corporate overhead from
"other" to the reportable segment is in accordavite Eastman's presentation of such costs.

These non-GAAP and pro forma combined financialsuess, and the accompanying reconciliations ohtire GAAP financial measures to
the most comparable GAAP measures, are present&egults of Operations” and "Summary by OperaBegment” in this MD&A.

In addition to the non-GAAP measures presentedi;mAnnual Report and other periodic reports, ftome to time management evaluates anc
discloses to investors and securities analystadheGAAP measure cash provided by operating aigts/éxcluding certain items ("cash
provided by operating activities, as adjusted") whealyzing, among other things, business perfoocmdiquidity and financial position, and
performance-based compensation. Eastman manageasemthis non-GAAP measure in conjunction with@#eAP measure cash provided
by operating activities because it believes it is@e appropriate metric to evaluate the cash flioara Eastman's core operations that are
available to grow the business and create stockhetalue, as well as because it allows for a monsistent period-over-period presentation o
such amounts. In its evaluation, Eastman managegesrally excludes the impact of certain mone activities and decisions of managen
because such activities and decisions are not@eamsl core, on-going components of continuing djers.and the decisions to undertake or
not to undertake such activities may be made igethpe of the cash generated from continuing opiat From time to time, management
discloses this non-GAAP measure and the relatethodigation to investors and securities analystaltow them to better understand and
evaluate the information used by management ideitssion making processes and because managentiemebénvestors and securities
analysts use similar measures to assess Compdiyrpance, liquidity, and financial position over lipie periods and to compare these with
other companies.

Similarly, from time to time, Eastman disclosesrnweestors and securities analysts a non-GAAP measiuiree cash flow, which management
defines as cash provided by operating activitisgdjusted, described above, less the amountgpithcexpenditures and dividends, as
management believes such items are generally fuindedavailable cash and, as such, should be ceresidn determining free cash

flow. Eastman management believes this is theagpjate metric to use to evaluate the Company'sadivability to generate cash to fund
future operations, inorganic growth opportunitissd to meet the Company's debt repayment obligatiManagement believes this metric is
useful to investors and securities analysts inrt@erovide them with information similar to thaged by management in evaluating potential
future cash available for various initiatives amtduse management believes investors and secaritdygsts often use a similar measure of
free cash flow to compare the results, and valfiepmparable companies.

2012 OVERVIEW
The Company generated sales revenue of $8.1 bakoh$7.2 billion for 2012 and 2011, respectiveBales revenue in 2012 increased

compared with 2011 , primarily due to volume froogaired Solutia product lines in the Advanced Matsr Additives & Functional Products,
and Specialty Fluids & Intermediates segments.
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Operating earnings were $800 million in 2012 coredao $937 million in 2011 . Excluding items refezed in "Non-GAAP and Pro Forma
Combined Financial Measures", operating earningg $&,319 million in 2012 and $1,073 million in 2010perating earnings increased in
segments, primarily due to earnings from acquireldt® product lines in 2012. Operating earning®ahcreased in 2012 due to lower raw
material and energy costs more than offsetting tae#ling prices in the Additives & Functional Pumtls segment, higher sales volume in the
Adhesives & Plasticizers segment, higher sellinggarmore than offsetting higher raw material amergy costs in the Fibers segment, and th
benefit of producing versus purchasing olefinshie $pecialty Fluids & Intermediates segment. Theseases were partially offset by higher
operating costs, particularly for increased maiatee for cracking unit assets in the Specialtyda# Intermediates segment, capacity
expansions in the Adhesives & Plasticizers and Aded Materials segments, and higher unit costdtiregdirom lower capacity utilization
rates in the Advanced Materials segment.

Earnings from continuing operations were $436 orillin 2012 compared to $606 million in 2011 . Hags from continuing operations were
$2.92 per diluted share in 2012 compared to $4e24ljtuted share in 2011 . Excluding items refeezhin "Non-GAAP and Pro Forma
Combined Financial Measures", earnings from comgneperations in 2012 and 2011 were $802 milliod $689 million,

respectively. Excluding these items, earnings fommtinuing operations for 2012 and 2011 were $p&8&diluted share and $4.81 per diluted
share, respectively.

On a pro forma combined basis, sales revenue Wats/edy unchanged at $9.1 billion and $9.3 billion2012 and 2011 , respectively.

On a pro forma combined basis, operating earnirege %940 million in 2012 compared to $1,254 millior2011 . In addition to items
referenced in "Non-GAAP and Pro Forma Combined fiéfed Measures", pro forma combined operating egsin 2012 also included $5
million for restructuring charges related to Sdigiacquisition of Southwall Technologies Inc. {iBovall") and in 201%lso included a gain
$17 million from certain other rubber chemicalsedititures by Solutia in the Additives & Functiofabducts segment and $29 million in othel
operating income from the sale by Solutia of itea@ing ownership interest in Ascend Performancéekitals Holdings Inc. These transactis
each occurred prior to Eastman's acquisition ofittgland were previously reported by Solutia. Edalg all items, operating earnings were
$1,489 million in 2012 compared to $1,428 million2011. An increase in operating earnings primanilihe Specialty Fluids & Intermediates,
Additives & Functional Products, and Fibers segmembre than offset a decline in operating earningse Advanced Materials segment,
growth initiatives, and Photovoltaics, primarilyedto lower sales volume.

Eastman generated $1.1 billion in cash from opegadictivities in 2012 , net of $124 million in cabttions to its U.S. defined benefit pension
plans, compared to $625 million cash generated fsparating activities during 201 et of $102 million in cash contributed to itsSUdefiner
benefit pension plans. The increase was primatiy/ b a decrease in working capital requiremergjqularly in inventories, and increased
cash earnings from the Company's business segmeémizrily due to the July 2, 2012 acquisition ol Bia.

As part of the financing of the acquisition of S@yuon June 5, 2012, Eastman received $2.3 biilietrproceeds from the public offering of
notes due 2017, 2022, and 2042 and on July 2, 2@ftywed $1.2 billion under a five-year term lagreement (the "Term Loan"). In
addition, the Company issued 14.7 million shareBadtman common stock and 4,481,250 warrants tthpae 0.12 shares of Eastman
common stock and $22.00 cash per warrant upon patyofi¢he warrant exercise price of $29.70.

In 2012, the Company progressed on both organidraordanic growth initiatives, including:

e continuing the integration of Solutia, which wasgjaiced on July 2, 2012 and whi
o broadens Eastman's global prese
o establishes a combined platform with extensiganic growth opportunities through complementachimlogies and
business capabilities, and an overlap of key endkets; and
o expands Eastman's portfolio of sustainable prog
e in the Additives & Functional Products segmenaking significant progress in the refinement ankdamcement of its technology for
the manufacture of Cryst&insoluble sulfur in order to improve its cost pmsitand introduce a higher performance product tinéo
growing tires industry, with plans during third qtga 2013 to evaluate the timing of incorporatihgs ttechnology in a modest capacity
expansion at the Kuantan, Malaysia manufacturiciitiato capitalize on expected high industriabgtth rates in the Asia Pacific
region;
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* inthe Adhesives & Plasticizers segment, puiggirowth in the consumables, building and consimachealth and wellness, and
durable goods markets by:

o expanding capacity to serve the growing globahaied for non-phthalate plasticizers, includingofitting the acquired
Sterling Chemicals, Inc. plasticizer manufactunimit in two phases, with the first phase operafiitmaecond quarter 2012
and with the timing of the second phase to be deted based on demand; and

o entering into a joint venture in third quarted20vith Sinopec Yangzi Petrochemical Company Liohii@ build a world scale
hydrogenated hydrocarbon resin plant in Nanjingn@€hexpected to be operational by the end of 2@hdch will be equally
owned by the two companies; it will produce 50,00&ric tons of the Adhesives & Plasticizers segrsdRégalite™
hydrocarbon resins upon completion, increasingrias's total capacity for hydrogenated resins bpé&@ent, making
Eastman the largest global supplier of hydrogenhyeliocarbon resins, and supporting demand groavtits products in
hygiene and packaging applications;

e in the Advanced Materials segme

> adding 30,000 metric tons of resin capacitysafatility in Kingsport, Tennessee for Trit8hcopolyester polymer, which w
operational in first quarter 2012 and supports ghaw the durable goods market;

o completing a capacity expansion for cyclohexangthanol ("CHDM"), a monomer used in the manufextf copolyesters
in first quarter 2012;

o completing a capacity expansion for cellulosacteiate to serve growth in displays, which wasatp@ral in second quarter
2012;

o adding a second line at the manufacturing fgdtitSuzhou, China for polyvinyl butyral ("PVB") elt, which was
operational in third quarter 2012 and will supmgndwth in emerging economies of the Asia Pacifios;

> increasing capacity for acoustic PVB sheet anthaufacturing facility in Ghent, Belgium, which svaperational in fourth
quarter 2012 and will support premium growth foowstics in the transportation market; and

o progressing on enhancements and innovationspmoie the Company's cost position in PVB resin ieébgy supporting
expected growth in the transportation and buildind construction markets, with construction of aafacturing facility
incorporating these improvements and modestly asing the segment's PVB resin capacity expecteddmn in Kuantan,
Malaysia during the second half of 2013 and to jperational during 2015;

* inthe Fibers segment, nearing completion oftmttion of a new 30,000 metric ton acetate tomufacturing facility in Hefei,
China, a joint venture with China National Toba€mrporation, which is expected to be operationahid-2013;
e in the Specialty Fluids & Intermediates segrmr

o entering into an agreement in second quarter 20ttPEnterprise Products Partners L.P. to purclpaspylene from a
planned propane dehydrogenation plant, further @wipg the Company's competitive cost position comagdo purchasing
olefins in the North American market;

o increasing capacity of 2-ethyl hexanol ("2-EHY) 37,000 metric tons in second quarter 2012 to supmxpected growth in
the plasticizers, coatings, and fuel additive mexke

o completing a debottlenecking project in its latgagefins cracking unit in Longview, Texas, in first half of 2013, which
will primarily produce more ethylene and is exped® improve Eastman's olefin cost position; and

o expanding Thermindlheat transfer fluid capacity through a plant exjans Newport, Wales, which is expected to be
operational in 2014 and will support demand grointthe industrial chemicals and processing mairded;

« the announcement of the new Eastitamicrofiber technology, with applications in a vayief end markets, and subsequent
completion of a small commercial-scale facilitytinird quarter 2012.

RESULTS OF OPERATIONS

The Company's results of operations as presentéa i@ompany's consolidated financial statemen®ain |1, Iltem 8 of this Annual Report are
summarized and analyzed below.
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SUMMARY OF CONSOLIDATED RESULTS

Sales
2012 Compared to 2011 2011 Compared to 2010

(Dollars in millions) 2012 2011 % 2011 2010 %

Sales $ 8,10z $ 7,17¢ 13% $ 7,17¢  $ 5,84: 23%
Volume effect 14% 9%
Price effect (D% 14%
Exchange rate effect — —

Pro Forma Combined Sales $ 9,12( $ 9,27¢ 2% $ 9,27t $ 7,792 19%
Volume effect —% 7%
Price effect (D% 11%
Exchange rate effect (D% 1%

2012 Compared to 2011

Sales revenue increased $924 million in 2012 coetpry 2011 . Sales revenue increased primarilytavelume from acquired Solutia
product lines in the Advanced Materials, Additiéegunctional Products, and Specialty Fluids & Imediates segments. Sales volume also
increased in the Adhesives & Plasticizers segnpamticularly in the plasticizers product lines, andhe Additives & Functional Products
segment for the solvents product lines. Sales veltonthe specialty materials product lines de@das the Advanced Materials segment.
Higher selling prices in the Fibers and Advancedévials segments were more than offset by lowdingegbrices in the Specialty Fluids &
Intermediates and Additives & Functional Produetgrsents.

On a pro forma combined basis, sales revenue datesdightly in 2012 compared to 2011 .
2011 Compared to 2010

Sales revenue for 2011 compared to 2010 increak&dofllion . The increase was primarily due tgher selling prices in all segments
(particularly in the Specialty Fluids & Intermediatsegment) and higher sales volume primarilyén3pecialty Fluids segment. The higher
selling prices were in response to higher raw ntand energy costs, primarily for propane, paleng, and wood pulp. The higher sales
volume was primarily due to the fourth quarter 20d€tart of a previously idled olefins crackingtuatithe Longview, Texas facility, growth in
Adhesives & Plasticizers segment plasticizer protlnes, and strengthened end-use demand prinfarilxdditives & Functional Products
segment products. The increase was also due wthymitiatives including the increased utilizatiohthe Korean acetate tow manufacturing
facility and the Eastman Tritdhcopolyester resin manufacturing line, and the infraen the acquisition of the Genovique Specialties
Corporation ("Genovique") plasticizer product lines

On a pro forma combined basis, sales revenue isede®l.5 billion in 2011 compared to 2010. Thegase was primarily due to higher selling
prices in all segments (particularly in the Spegi&luids segment) and higher sales volume primamilSpecialty Fluids segment. The higher
selling prices were in response to higher raw neltand energy costs, primarily for propane, pateng, and wood pulp. The higher sales
volume was primarily due to the fourth quarter 2@0d$tart of a previously idled olefins crackingtuatithe Longview, Texas facility, growth in
Adhesives & Plasticizers segment plasticizer protines, and strengthened end-use demand prinfarilxdditives & Functional Products
segment products. The increase was also due gtfginitiatives including the increased utilizatiohthe Korean acetate tow manufacturing
facility and the Eastman Tritdhcopolyester resin manufacturing line, and the aition of the Genovique plasticizer product lines.
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Gross Profit

2012 Compared to 2011 2011 Compared to 2010
(Dollars in millions) 2012 2011 Change 2011 2010 Change
Gross Profit $ 1,76z $ 1,56¢ 12% $ 1,56¢ $ 1,45¢ 8%
Additional costs of acquired Solutia
inventories 79 — — —
Mark-to-market pension and other
postretirement benefit losses (gains), 20¢ 11€ 11¢ 43
Gross Profit excluding items $ 2,04¢  $ 1,68¢ 21% $ 1,68t $ 1,50z 12%

2012 Compared to 2011

Gross profit increased $193 million in 2012 complaréth 2011 with increases in all segments. Graefitgn 2012 included $208 million

MTM loss due to pension and other postretiremengefitadjustments and $ 79 milliari additional costs of acquired Solutia inventori@sos:
profit in 2011 included a $119 million MTM loss dtepension and other postretirement benefit ajasts. The $119 million MTM loss
included a $12 million MTM gain due to an interiemmeasurement of the OPEB plan obligation undectineent method of accounting for
actuarial gains and losses for pension and OPE#s pteggered by the exit of employees associatéu the sale of the polyethylene
terephthalate ("PET") business. Excluding thegastenigher gross profit was primarily due to $23#iom from acquired Solutia product lines
in 2012 and lower raw material and energy costsgiigroffset by lower selling prices by $226 mili. These increases were partially offset b
$103 million of higher operating costs, particwadr increased maintenance for cracking unit asisethe Specialty Fluids & Intermediates
segment, capacity expansions in the Adhesives &tieizers and Advanced Materials segments, andehighit costs resulting from lower
capacity utilization rates in the Advanced Materis¢gment.

2011 Compared to 2010
Gross profit for 2011 increased compared with 2idldll segments. Gross profit increased primatikg to higher selling prices more than
offsetting higher raw material and energy costsygroximately $120 million, and higher sales voluene increased capacity utilization,

which led to lower unit costs, particularly in thiest half of the year. Gross profit in 2011 wagatively impacted by $17 million of costs fr
an unplanned outage of an olefins cracking urtih@t_ongview, Texas facility.
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Selling, General & Administrative and Research & Deelopment Expenses

2012 Compared to 2011 2011 Compared to 2010
(Dollars in millions) 2012 2011 Change 2011 2010 Change
Selling, General & Administrative
Expenses $ 644 $ 481 34% $ 481 $ 434 11%
Research & Development Expenses 19¢ 15¢ 25% 15¢ 152 5%
84z 64C 32% 64C 58€ 9%

Transaction costs related to the

acquisition of Solutia (28) — — —

Integration costs related to the

acquisition of Solutia (16) — — —

Mark-to-market pension and other
postretirement benefit (losses) gains,
net (68) (25) (25) (10)

Selling, General, & Administrative
Expenses and Research & Developm
Expenses excluding items $ 73C $ 61E 19% $ 61 $ 57¢€ 7%

2012 Compared to 2011

SG&A expenses in 2012 were higher compared to peibiarily due to SG&A costs of the acquired Soldtissinesses of $80 million in the
second half of 2012 and higher costs of growthlauginess development initiatives, including tratisacand integration costs related to the
acquisition of Solutia.

R&D expenses were higher for 2012 compared to 20Miarily due to R&D costs of the acquired Solltigsinesses of $20 million in the
second half of 2012 and higher R&D expenses fowtronitiatives.

2011 Compared to 2010

SG&A expenses increased in 2011 compared to 20@taply due to increased compensation expense ayahcosts of growth and business
development initiatives.

R&D expenses increased in 2011 compared to 20h@apity due to higher R&D expenses for growth irtitias.

Asset Impairments and Restructuring Charges (Gains)Net

During 2012, there were $120 million in asset impaints and restructuring charges and gains, net.

In fourth quarter 2012, the Company terminated gerating agreement at the acquired Solutia fadititgao Jose dos Campos, Brazil. This
resulted in asset impairments and restructuringgasaof $35 million. Restructuring charges for shatdown of manufacturing activities at this
site included contract terminations costs for sawee and other required costs under the operagireggment and impairment of the long-lived
assets at the site.

In fourth quarter 2012, management approved theuckoof a production facility in China. Based osibess analyses completed in fourth
guarter, management concluded that productioneofdtated product lines would be more efficientyfprmed at the Kingsport, Tennessee

facility. This resulted in asset impairment andmgsturing charges of $6 million .

During 2012, acquisition related restructuring dearof $32 million were recognized primarily fovseance costs associated with the
acquisition and integration of Solutia.

During 2012, the Company ceased research and gewelt activities for renewable chemicals at ais#éequired in 2011, resulting in asset
impairments and restructuring charges of $4 million
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In fourth quarter 2012, the Company recognizedtasggirments of $17 million due to a change inrapgh to address recently finalized
boiler air emissions regulations. The Company Inadrred engineering costs associated with requiredifications for its existing steam and
electric generation capacity. However, based orctingent availability of natural gas and the lowest of operation, management determined
that conversion to natural gas fueled boilers wasencost efficient. The Company entered into lasgrt natural gas supply agreements with a
third party in fourth quarter 2012, triggering tingpairment of the project.

During fourth quarter 2012, management decidedsooditinue certain products in its Perennial W8bdusiness and shift from an aggressive
growth strategy. With the change in strategy, mangent expects significantly lower production voagwas focus is given to market and
product development efforts. As a result, a restiming charge of $17 million was recognized inrfbuguarter for inventory costs in excess of
recoverable value on certain discontinued prodoesland to accrue for losses on take-or-pay cotstwith third parties. An analysis was
performed to determine what, if any, impairment rbayrequired for the associated fixed assets. dBase¢he expected life of the assets and
intended uses within the Company's continuing dagdy initiatives, no impairment was deemed neaBsss

During 2012, the Company also recognized assetirmpats related to land retained from the previpaéécontinued industrial gasification
project. Based on fair value indicators, the caigywalue of the Beaumont land was reduced by $omil

In 2011, asset impairments and restructuring clsaage gains were net gains of $8 million. A gdi$16 million was recognized from the s
of the previously impaired methanol and ammonia@s®lated to the terminated Beaumont, Texas fridugasification project and
restructuring charges of $7 million were primafily severance associated with the acquisition atejration of Sterling.

In 2010, asset impairments and restructuring clsaage gains were net charges of $29 million andisted primarily of severance and pen:
curtailment charges and an intangible asset imgaitmSeverance charges of $18 million included iilbon for the previously announced
voluntary separation program in fourth quarter 28a8 $3 million primarily for severance associatgith the acquisition and integration of
Genovigue in second quarter 2010. Restructurimgggs of $2 million for pension curtailment arepalslated to the voluntary separation
program in fourth quarter 2010. The intangibleesagmpairment of $8 million resulted from an envinoental regulatory change impacting air
emission credits remaining from the previously digmued Beaumont, Texas industrial gasificationjgut in fourth quarter 2010.

For more information regarding asset impairmentsrastructuring charges and gains, primarily reldterecent strategic decisions and acti

see Note 19, "Asset Impairments and Restructuimarges (Gains), Net", to the Company's consokibfibancial statements in Part Il, ltem 8
of this Annual Report.
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Operating Earnings

2012 Compared to 2011 2011 Compared to 2010

(Dollars in millions) 2012 2011 Change 2011 2010 Change
Operating earnings $ 80C $ 937 15% $ 937 $ 844 11%

Additional costs of acquired Solutia

inventories 79 — — —

Transaction costs related to the acquisit

of Solutia 28 — — —

Integration costs related to the acquisition

of Solutia 16 — — —

Mark-to-market pension and other

postretirement benefit losses (gains), ne 27¢€ 144 144 53

Asset impairments and restructuring

charges (gains), net 12C (8) (8) 29
Operating earnings excluding items $ 131¢ § 107 22% $ 107¢ $ 92€ 16%
Pro Forma Combined Operating Earnings

2012 Compared to 2011 2011 Compared to 2010

(Dollars in millions) 2012 2011 Change 2011 2010 Change
Operating earnings $ 94C $ 1,25¢ 25% $ 1,25¢ % 1,19¢ 5%

Additional costs of acquired Solutia

inventories 79 — — —

Transaction and integration costs related

the acquisition of Solutia 69 — — —

Mark-to-market pension and other

postretirement benefit losses (gains), net 27¢€ 20¢ 20¢ 4

Asset impairments and restructuring chat

(gains), netPE@EEME ) 12t 11 11 45

Other operating expense (incond&)* 3.4 — (46) (46) —
Operating earnings excluding items $ 148¢ § 1,42¢ 4% $ 1426 §  1,24¢ 14%

1)
@)

(©)
4

(5)
(6)
@)
®)
)
(10)

(11)
(12)
13)

(14)

Restructuring charges of $32 millipnimarily for severance associated with the actjaisiand integration of Solutia in 20:

Business exit costs and asset impairments of $8®mprimarily production businesses exited in Sage dos Campos, Brazil and China, and ceased
research and development activities for renewatnenicals, and asset impairments due to a charggpiroach to address recently finalized boiler air
emissions regulations and for land retained frorauBeont, Texas gasification project in 2012.

Acquisition related expenses of $5 million for Belutia Southwall acquisition in 20:

Gain of $15 million from the sale of the previousiypaired methanol and ammonia assets relatecettetminated Beaumont, Texas industrial gasificatio
project in 2011.

Restructuring charges of $7 million primarily f@verance associated with the acquisition and iategr of Sterling in 201

Severance, pension settlement, and other chargesifiibn related to the relocation of Solutia'sr&pean regional headquarters in 2!

Solutia's severance of $3 million and shbased compensation costs for executive officerragipa of $2 million in 201:

Restructuring costs of $10 million related to thesare of Solutia's Ruabon and Cologne facilitie2010

Charges for corporate severance programs of $2ibmih 2010

Intangible asset impairment charges of $8 milliesutting from an environmental regulatory changpadating the fair value of air emission credits
remaining from the previously discontinued Beaumdekas, gasification project in 2010.

Gain of $29 million for the sale of Solutia's remiag ownership interest in Ascend Performance NegeHoldings Inc. 201

Gain of $17 million for Solutia's certain other bs chemicals divestitures in 20

Gain of $5 million on the sale of select Solutiaeits of Perkalink in 201

Loss of $5 million on the sale of European PlaBticducts business in 20
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Net Interest Expense

2012 Compared to 2011 2011 Compared to 2010

(Dollars in millions) 2012 2011 Change 2011 2010 Change
Gross interest costs $ 152 $ 92 $ 92 $ 10¢
Less: Capitalized interest 4 9 9 3
Interest expense 14¢ 83 78% 83 10t (21)%
Interest income 5 7 7 6
Net interest expense 142 7€ 7€ 99

Solutia financing costs 9 — — —
Net interest expense excluding Soluti
financing costs $ 134§ 7€ 76% $ € $ 99 (23)%

2012 Compared to 2011

Net interest expense increased $67 million in 28dr@pared to 2011 primarily due to increased bomgwo finance the acquisition of Solut
including $9 million of financing costs due to paequisition interest expense for acquisition boingw

For 2013, the Company expects net interest expeniserease compared to 2012 primarily due to laykdr of interest charges on borrowings
incurred to finance the acquisition of Solutia.

2011 Compared to 2010

Net interest expense decreased $23 million in 2@hipared to 2010 primarily due to lower borrowimgts resulting from the de
restructuring in fourth quarter 2010 described Weland higher capitalized interest resulting froighler capital spending.

Early Debt Extinguishment Costs

During fourth quarter 2010, the Company completgdialic debt restructuring comprised of the sal&5#0 million aggregate principal
amount of new debt securities with maturities @éfand ten years from issuance and the early repatyai $500 million aggregate principal
amount of outstanding debt securities. The deditueturing allowed the Company to favorably adjtsstebt maturities and reduce future
interest costs on its long-term debt. The eanhayenent of debt resulted in a charge of $115 mmjlizet. For additional information regarding
the early extinguishment costs, see Note 11 , yH2ebt Extinguishment Costs", to the Company's obidated financial statements in Part Il,
Item 8 of this Annual Report.

Other Charges (Income), Net

(Dollars in millions) 2012 2011 2010
Foreign exchange transaction (gains) losses, net $ 4) $ 2 $ 8
Solutia financing costs 23 — —
Investment (gains) losses, net 9 (1€) D
Other, net (2) (2) 3
Other charges (income), net 8 (20) 1C
Solutia financing costs (23 — —
Other charges (income), net excluding Solutia firrag costs $ (15 % (20) $ 1C

Included in other charges (income), net are gailgsses on foreign exchange transactions, realts equity investments, gains or losses on
business venture investments, gains from the $alereoperating assets, certain litigation costesfon securitized receivables, other non-
operating income, acquisition financing costs, atir miscellaneous items. Financing costs recbi&Other Charges (Income), Net" in
2012 were primarily fees for Solutia acquisitiorrdoavings. Investment gains in 2012 and 2011 indlidereased earnings from the Nanjing,
China joint venture. Investment gains in 2011 atetuded sales of business venture investments.
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Provision for Income Taxes from Continuing Operatios

2012 Compared to 2011 2011 Compared to 2010
(Dollars in millions) 2012 2011 Change 2011 2010 Change
Provision for income taxes from
continuing operations $ 206 % 274 25% $ 274  $ 20z 36%
Effective tax rate 32% 31% 31% 33%

The 2012 effective tax rate reflects a $12 milliar benefit for favorable audit settlements andetkgiration of the relevant statute of
limitations, a $9 million tax benefit for additionstate tax credits, and a $5 million tax chargeniondeductible transaction costs.

The 2011 effective tax rate reflected an $8 millian benefit recognized due to an increased lefvehpital investment which qualified for
additional state tax credits.

The 2010 effective tax rate reflected a $9 milliar charge associated with a nondeductible, edstyiloution under the executive deferred
compensation plan of previously earned compensasamresult of certain participants electing eaithdrawal.

Other factors impacting the effective tax rateffoancial reporting purposes include changes irctathstatutory tax rates, changes in the
composition of taxable income from the countriesviich Eastman has operations, ability to use petating loss and tax credit carryforwa
and changes in unrecognized tax benefits. The Coyngepects its effective tax rate in 2013 will ppeximately 31 percent. This includes
impact of the American Taxpayer Relief Act of 20&dereby the Company will record a $10 million teenefit in the first quarter of 2013
related to the extension of certain business tedits.

Earnings from Continuing Operations and Diluted Eamings per Share

2012 2011 2010
(Dollars in millions, except per share amounts) $ EPS $ EPS $ EPS
Earnings from continuing operations $ 43¢ $ 292 % 60€ $ 424 % 41€ $ 2.81
Additional costs of acquired Solutia
inventories, net of tax 56 0.37 — — — —
Solutia transaction and integration
costs, net of tax 52 0.3t — — — —
Asset impairments and restructuring
charges (gains), net of tax 80 0.54 (5) (0.0%) 18 0.1
Early debt extinguishment costs, nel
tax — — — — 71 0.4¢
Mark-to-market pension and other
postretirement benefit losses (gains),
net of tax 17¢ 1.2C 88 0.6C 31 0.2z
Earnings from continuing operations
excluding items $ 80z $ 53¢ $ 68 $ 481 $ 53¢ $ 3.6%
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Net Earnings and Diluted Earnings per Share

2012 2011 2010
(Dollars in millions, except per share amounts) $ EPS $ EPS $ EPS
Earnings from continuing operations $ 43¢ $ 29z §$ 60€ $ 424  $ 41€ $ 2.81
Earnings from discontinued operations,
net of tax — — 9 0.07 9 0.07
Gain from disposal of discontinued
operations, net of tax 1 0.01 31 0.21 — —
Net earnings $ 437 % 29 $ 64€ $ 45z $ 425 $ 2.8¢

Earnings of $9 million, net of tax in both 2011 &l 0 were from discontinued operations of the BEJiness of the Performance Polymers
segment. Corporate costs which were allocatedederformance Polymers segment have been reakbttabther segments in the Compa
financial statements. For additional informatieee Note 3, "Discontinued Operations”, to the Camyfs consolidated financial statements in
Part Il, Item 8 of this Annual Report.

SUMMARY BY OPERATING SEGMENT

Beginning in third quarter 2012, the Company chantgereportable segments due to changes in thep@oy's organization resulting from the
July 2, 2012 acquisition of Solutia. Eastman cutiyelmas five reporting segments: Additives & Fupno@l Products, Adhesives & Plasticizers,
Advanced Materials, Fibers, and Specialty Fluids&rmediates. The new reporting structure has beeospectively applied to financial
results of all periods presented. For additionfdrimation concerning the products, see Note Zgtnent Information", to the Company's
consolidated financial statements in Part Il, [&wf this Annual Report.

As discussed in Note 14 , "Accounting Methodolodya@ige for Pension and Other Postretirement BeRlkfits", to the Company's
consolidated financial statements in Part Il, I#&wf this Annual Report, Eastman changed its meti@tcounting for actuarial gains and
losses for its pension and OPEB plans so that th&iss and losses are measured annually and reeaini the Company's operating results ir
the year in which the gains and losses occur rdltaer amortizing them over future periods. Histalfy, total pension and OPEB costs were
allocated to each segment. In conjunction withdi@nge in accounting principle, the service asbich represents the benefits earned by
active employees during the period, and amortinatioprior service credits continue to be allocatedach segment. Interest costs, expected
return on assets, and the MTM adjustment for atbilmisses and gains are now included in corpaapense and not allocated to

segments. The financial information in the follagyitables for each business segment reflects ttwspective application of this expense
allocation change for each period.
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2011 Compared to 2010

Change Change

(Dollars in millions) 2012 2011 $ % 2011 2010 $ %

Sales $ 1332 $ 1067 $ 26 25% 1,067 $ 931 $ 13¢€ 15%
Volume effect 312 29 % 63 7%
Price effect (43 (4)% 73 8%
Exchange rate effect 4 — % — — %

Operating earnings 28t 21t 70 33% 21t 204 11 5%

Additional costs of acquired

Solutia inventories 21 — 21 — — —

Asset impairments and

restructuring charges (gain:

net 17 — 17 — 4 (4)

Operating earnings excludii

asset impairments and

restructuring charges (gains),

net 32z 21¢ 10¢ 5C % 21¢ 20¢ 7 3%

Pro forma combined sales $ 1,61 $ 1677 $ (64) (4)% 1677 $ 156 $ 117 8 %
Volume effect 3 — % 6 1%
Price effect (52 3% 9¢ 6 %
Exchange rate effect (15 (1)% 12 1%

Pro forma combined

operating earnings 357 382 (25) (7% 382 361 21 6 %

Additional costs of acquirec

Solutia inventories 21 — 21 — 15 (15)

Pro forma combined asset

impairments and

restructuring charges (gains),

net 17 a7 34 @a7n (5) (12)

Pro forma combined

operating earnings excludir

asset impairments and

restructuring charges (gain:

net 39t 36¢ 30 8 % 36¢ 371 (6) (2%
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2012 Compared to 2011

Sales revenue in 2012 compared to 2011 increagmaniy due to $265 million in sales volume fronetBolutia rubber materials product lines
acquired in third quarter 2012 and higher saleamel in the solvents product lines attributed tersithened coatings demand in the U.S. T
increases were partially offset by lower sellingc@s in response to lower raw material and eneogys¢ primarily in the solvents product lines
and particularly for propane.

Pro forma combined sales revenue in 2012 compar2@11 decreased primarily due to lower sellinggsiin response to lower raw material
and energy costs in the solvents product lined@mdr selling prices in rubber materials antidegratdoroduct lines attributed to competitive
conditions in a relatively weak tires market, priityain Europe. Higher sales volume in the solvegmisduct lines attributed to strengthened
coatings demand in the U.S. was mostly offset byelosales volume in the rubber additives produetdiresulting from the challenging
economic environment in Europe.

Operating earnings increased in 2012 compared1 p€imarily due to lower raw material and energgts more than offsetting lower selling
prices by $53 million; $33 million related to openg earnings of the acquired Solutia rubber mateproduct lines, including $21 million of
additional costs of acquired Solutia inventorie@12; and higher sales volume primarily in coaimglustry sales of $19 million. Operating
earnings in 2012 included asset impairments artcuitaring charges of $17 million including $8 rah for termination of an operating
agreement at the acquired Solutia manufacturingjtiaimn San Jose Dos Campos, Brazil and relatedufecturing facility closure costs; $6
million for the closure of a production facility @hina; and $2 million due to a change in apprdaciddress recently finalized boiler air
emissions regulations.

Pro forma combined operating earnings in 2012 oedu$21 million of additional costs of acquired&ial inventories and the $17 million of
asset impairments and restructuring charges destabove. Pro forma combined operating earnin@91id included other operating income
of $17 million for a gain from Solutia's divestieuof certain other rubber chemicals operationslugkag these items, operating earnings
increased $30 million in 2012 compared to 2011 prily due to lower raw material and energy costsariban offsetting slightly lower selling
prices by $36 million, particularly in the solvemioduct lines.

2011 Compared to 2010

Sales revenue in 2011 compared to 2010 increasetbchigher selling prices and higher sales volufine. higher selling prices were in
response to higher raw material and energy cohts higher sales volume was attributed primarilgttengthened end-use demand in the
durable goods, building & construction and tranggayn markets, particularly in the U.S.

Pro forma combined sales revenue in 2011 compar2a10 increased primarily due to higher selliniggs in response to higher raw material
and energy costs.

Operating earnings increased in 2011 compared10 p€imarily due to higher selling prices more tlodisetting higher raw material and
energy costs by $20 million and higher sales volpofeb13 million. Raw material and energy cost éases were partially mitigated by the
increased benefits from cracking propane to prodimeecost propylene. Operating earnings increasa® \partially offset by $28 million for
higher distribution, R&D and SG&A costs. Re struitg charges for 2010 reflect the segment's porfcseverance charges.

Pro forma combined operating earnings includedratperating income of $17 million for a gain froral&ia's divestiture of certain other
rubber chemicals operations in 2011 and restruwurharges of $10 million related to the closurénefSolutia's Ruabon and Cologne
facilities, severance charges of $5 million, anohgm the sale of assets of $5 million in 2010. [Eding these items, operating earnings
decreased in 2011 compared to 2010 primarily d@2%omillion for higher SG&A, R&D, and distributioexpenses partially offset by higher
sales volumes of $9 million and higher selling esienore than offsetting higher raw material andgneosts by $7 million.

56




EASTMVIAN

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL

Growth Initiatives

CONDITION AND RESULTS OF OPERATIONS

The Company is making significant progress in #faxement and enhancement of its technology fombaufacture of Crystekinsoluble
sulfur in order to improve its cost position anttaduce a higher performance product into the gngwires industry, with plans during third
quarter 2013 to evaluate the timing of incorpomgtinis technology in a modest capacity expansidheaKuantan, Malaysia manufacturing

facility to capitalize on expected high industgabwth rates in the Asia Pacific region.

Adhesives & Plasticizers Segment

2012 Compared to 2011

2011 Compared to 2010

Change Change
(Dollars in millions) 2012 2011 $ % 2011 2010 $ %
Sales $ 143 $ 1,381 $ 51 1% $ 1,387 $ 105 $ 331 32%
Volume effect 71 5% 124 12%
Price effect (5) — % 19¢ 19%
Exchange rate effect (15 (D)% 9 1%
Operating earnings 26C 25C 10 4% 25( 182 68 37%
Asset impairments and
restructuring charges (gains),
net 3 — 3 — 5 (5)
Operating earnings excludiny
asset impairments and
restructuring charges (gains)
net 263 25C 13 5% 25C 187 63 34%

2012 Compared to 2011

Sales revenue in 2012 compared to 2011 increagmafily due to higher sales volume in the plastcizproduct lines attributed to continued
substitution of primary non-phthalate plasticizensl niche non-phthalate plasticizers for phthghdsticizers.

Operating earnings increased in 2012 compared1a,2@fimarily due to higher sales volume of $31lioml, partially offset by higher operatil
costs of $19 million primarily associated with tinéd-year start up the Texas City, Texas plasticazsets. Operating earnings in 2012 include
asset impairments of $3 million due to a changapiproach to address recently finalized boiler miissions regulations.

2011 Compared to 2010

Sales revenue in 2011 compared to 2010 increasmdnily due to higher selling prices and higheesatolume. The higher selling prices were
in response to higher raw material and energy @sisalso attributed to strengthened demand inlNamterica. The higher sales volume was
attributed to strengthened end-use demand in theurnables and durable goods markets, particulatlys U.S., and was in part enabled by
recent Eastman capacity expansions. Strengthemedrdkwas primarily attributed to growth in plast@i product lines, which included the
acquired Genovique plasticizer product lines, pafirly in North America and Europe as a resulihefcontinued conversion of phthalate
plasticizers to primary non-phthalate and niche-pbthalate plasticizers.

Operating earnings increased in 2011 compared106 péimarily due to $50 million of higher sellingiges more than offsetting higher raw

material and energy costs in both product lines&&million of higher sales volume in the plastéis product lines. Restructuring charges
2010 reflect the segment's portion of severancegelsa
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Growth Initiatives

In third quarter 2011, the Company acquired Stgrlansingle site North American petrochemical poaatu The acquisition of Sterling allowed
an idled plasticizer unit to be retrofitted to puceé non-phthalate plasticizers in two phases, sgmgiowing global demand for these products,
with the first phase operational in second quat®dr2 and the timing of the second phase to beméted based on demand.

In third quarter 2012, the Company announced 4 janture to build a 50,000 metric ton hydrogendtgdrocarbon resin plant in Nanjing,
China. The venture will be equally owned by Eastraad Sinopec Yangzi Petrochemical Company Limated is expected to be operational
by the end of 2014. The facility will produce 5000@etric tons of the Adhesives & Plasticizers segffedregalite™ hydrocarbon resins upon
completion, increasing Eastman's total capacityhfairogenated resins by 50 percent, making Easthelargest global supplier of
hydrogenated hydrocarbon resins, and supportingat®&d demand growth for its products in hygiene @aakaging applications.
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Advanced Materials Segment

2012 Compared to 2011 2011 Compared to 2010
Change Change
(Dollars in millions) 2012 2011 $ % 2011 2010 $ %
Sales $ 1692 $ 1,198 $ 49¢ 422% $ 1,198 $ 1,041 $ 152 15%
Volume effect 482 40% (12 (D%
Price effect 22 2% 162 16 %
Exchange rate effect (5) — % 2 — %
Operating earnings 84 12t (472) (33)% 12t 10z 22 21%
Additional costs of acquirec
Solutia inventories 41 — 41 — — —

Asset impairments and

restructuring charges (gains),

net 28 — 29 — 5 (5)
Operating earnings excludil

asset impairments and

restructuring charges (gain:

net 154 12¢ 29 23 % 12¢& 10¢€ 17 16 %
Pro forma combined sales $ 2,25¢ $ 231 $ (59 R $ 231 $ 207 $ 242 12%
Volume effect (52) (2)% 24 1%
Price effect 26 1% 192 10%
Exchange rate effect (34) (2)% 27 1%

Pro forma combined

operating earnings 13t 251 (11¢) (46)% 251 203 48 24%
Additional costs of acquired
Solutia inventories 41 — 41 — — —

Pro forma combined asset

impairments and

restructuring charges (gain:

net 34 — 34 — 6 (6)

Pro forma combined

operating earnings excluding

asset impairments and

restructuring charges (gains),

net 21C 251 41 (16)% 251 20¢ 42 20 %

2012 Compared to 2011

Sales revenue in 2012 compared to 2011 increagmaniy due to $532 million in sales volume froml@ea interlayers and performance films
product lines acquired in third quarter 2012, pdistioffset by lower sales volume in the speciaftgterials product lines, particularly for
copolyester products in the United States attrdbtdeeconomic uncertainty and weakened demand.

Pro forma combined sales revenue decreased in@fpared to 2011 primarily due to lower sales vayprimarily in the interlayers product
line end markets, particularly the transportaticerket in Europe, and in the specialty materialslpob lines, primarily as a result of lower
demand in specialty copolyester end markets, peatiy consumables and retail.
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Operating earnings decreased in 2012 compareditb. Zperating earnings in 2012 included asset impits and restructuring charges of
$29 million including $24 million for the terminati of an operating agreement at the acquired &amdinufacturing facility in San Jose Dos
Campos, Brazil and related manufacturing facillpsare costs and $4 million due to a change in@ggr to address recently finalized boiler
air emissions regulations. Operating earnings ah$fton from the acquired Solutia interlayers gretformance films product lines included
$41 million of additional costs of acquired Soluti@entories. Excluding asset impairments and wetiring charges and additional costs of
acquired Solutia inventories, operating earningsaased primarily operating earnings of $43 millicom the acquired product lines and lower
raw materials and energy costs of $16 million,ipHytoffset by lower capacity utilization ratesstating in costs of $22 million attributed to
weakened end market demand and efforts to redweatory for specialty materials, and additionaltsaslated to capacity expansions of $9
million.

Pro forma combined operating earnings includedrfiflion of additional costs of acquired Solutia @ntories, asset impairments and
restructuring charges of $34 million including %29 million of asset impairments and restructughgrges described above and $5 million of
restructuring charges related to Solutia's Southaegjuisition in 2012. Excluding these items, ofiatpearnings decreased in 2012 compared
to 2011, primarily due to $25 million of costs riigig from lower capacity utilization primarily aifbuted to weakened demand in interlayers
and specialty materials product line end marketbedforts to reduce inventory in specialty materiahd interlayers product lines, and $13
million of additional costs related to capacity arpions.

2011 Compared to 2010

Sales revenue iB011 compared to 2010 increagednarily due to higher selling prices. Sellindgess increased primarily in response to hi
raw material and energy costs, particularly forapgitene. Slightly lower sales volume was attributedveakened demand for copolyester
products, particularly in packaging and durabledgoend markets, and some customer shift to otlstiplmaterials that do not use paraxylene
as a raw material.

Pro forma combined sales revenue increased in @0hbared to 2010 primarily due to higher selliniggs in specialty materials and
interlayers product lines. The increases in seltiriges were driven by higher raw material cosiggher volumes in the architectural end use
market and growth in window films more than offskght volume declines in packaging and durabledgoo

Operating earnings and pro forma combined opera&amgings included restructuring charges for 20h&wvreflected the segment's portion of
severance charges. Excluding restructuring chaogessating earnings for 2011 increased compar@®16 primarily due to higher selling
prices more than offsetting higher raw material andrgy costs.

Growth Initiatives
The Company is progressing on enhancements andgdtions to improve its cost position in its PVBiregechnology supporting growth in the
transportation and building and construction markeith construction of a manufacturing facilitcarporating these improvements and

modestly increasing the segment's PVB resin capagjtected to begin in Kuantan, Malaysia duringg&eond half of 2013 and to be
operational during 2015.
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Fibers Segment

2012 Compared to 2011 2011 Compared to 2010
Change Change

(Dollars in millions) 2012 2011 $ % 2011 2010 $ %
Sales $ 1318 $ 127¢ $ 36 3% $ 1.27¢  $ 1,14: $ 137 12%

Volume effect (22) (2% a0 8%

Price effect 61 5% 46 4%

Exchange rate effect 4 — % 1 —%
Operating earnings 38t 36& 20 5% 36& 33¢ 26 8%

Asset impairments and

restructuring charges (gains),

net 3 — 3 — 3 ©)]
Operating earnings excluding

asset impairments and

restructuring charges (gains),
net 38¢ 36E 23 6 % 36¢ 34z 23 7%

2012 Compared to 2011

Sales revenue increased in 2012 compared to 2@hanily due to higher selling prices partially cffsy lower sales volume. The higher
selling prices were in response to higher raw nigltand energy costs, particularly for wood pulpeTower sales volume was due to lower
sales volume in acetate yarn attributed to weakeeathnd in the apparel market.

Operating earnings increased in 2012 compared1@ péimarily due to higher selling prices more tlwdiisetting higher raw material and
energy costs by $30 million partially offset by héy operating costs, including labor and mainteaansts of $13 million. Operating earnings
in 2012 included asset impairments of $3 millior doi a change in approach to address recentliZgthboiler air emissions regulations.

2011 Compared to 2010

Sales revenue for 2011 increased compared to 2@b@nidy due to higher sales volume and higherisglprices. The higher sales volume was
due to higher acetate tow sales volume resultioig fincreased utilization of the recently complededtate tow manufacturing facility in Kor
The higher selling prices were in response to higle material and energy costs, particularly faod pulp.

Excluding restructuring charges, operating earnfog2011 increased compared to 2010 primarily wu®38 million in higher sales volume,
particularly from acetate tow sales in Asia Padiiic Europe. Higher acetate tow sales volume iofigiwas enabled by the Korean capacity
expansion, which allowed the Company to realloitatglobal product supply to European markets. diglaw material and energy costs offse
higher selling prices by $17 million. The restruatg charges for 2010 reflect the segment's porifoseverance charges.

Growth Initiatives

The Company's 30,000 metric ton acetate tow jaéntwre manufacturing facility in China is expectedbe operational in mid-2013. Eastman
has 45 percent ownership of the joint venture aqebets to provide 100 percent of the acetate ftaleematerial to the joint venture from the
Company's manufacturing facility in Kingsport.
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Specialty Fluid & Intermediates Segment

2012 Compared to 2011 2011 Compared to 2010
Change Change

(Dollars in millions) 2012 2011 $ % 2011 2010 $ %
Sales $ 231& $ 225 $ 62 3% $ 225¢ $ 167¢ $ 58C 35%
Volume effect 16€ 7% 25¢ 16%
Price effect (96) (4)% 31¢ 19%
Exchange rate effect (8 — % 4 —%
Operating earnings 28¢ 204 84 41% 204 17C 34 20%
Additional costs of acquired
Solutia inventories 17 — 17 — — —

Asset impairments and

restructuring charges (gains),
net 9 7 2 7 4 3

Operating earnings excludiny
asset impairments and
restructuring charges (gains)

net 314 211 10s 49 % 211 174 37 21%
Pro forma combined sales $ 2470 $ 2548 $ (79 3% $ 2546 $ 1907 3 641 34%
Volume effect 9 — % 291 15%
Price effect (72 (3)% 341 18%
Exchange rate effect (12 — % 9 1%

Pro forma combined operatir

earnings 33: 271 62 23% 271 214 57 27%
Additional costs of acquired
Solutia inventories 17 — 17 — — —

Pro forma combined asset
impairments and restructurin
charges (gains), net 9 7 2 7 4 3

Pro forma combined operating

earnings excluding asset

impairments and restructuring

charges (gains), net 35¢ 27¢ 81 29 % 27¢ 21¢ 60 28%

2012 Compared to 2011

Sales revenue in 2012 compared to 2011 increasednilly due to higher sales volume partially offbgtlower selling prices. The higher sales
volume was primarily due to $163 million in saledume from the acquired Solutia specialty fluidedurct lines. Lower selling prices were
primarily in the intermediates product lines dudower raw material and energy costs, particuléotypropane.

Pro forma combined sales revenue decreased in@fipared to 2011 primarily due to lower sellingcps in intermediates product lines due
to lower raw material and energy costs, particuléot propane.
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Operating earnings increased in 2012 compared1a.Zthe increase was primarily due to lower rawanat and energy costs more than
offsetting lower selling prices by $90 million. Wanaterial and energy cost decreases were suppaytétk increased benefits from the
Company cracking olefins to produce low-cost prepgl and ethylene. Operating earnings in 2012 diecl$25 million of operating earnings
from the acquired Solutia specialty fluids prodiirees, which included $17 million in additional ¢s®f acquired Solutia inventories. Opera
earnings were partially offset by $30 million ofher operating costs including increased maintem&orccracking unit assets. Operating
earnings in 2012 also included asset impairmerdgestructuring charges of $9 million consistings8fmillion for the termination of an
operating agreement at the acquired Solutia matwrfag facility in San Jose Dos Campos, Brazil agldted manufacturing facility closure
costs, and $6 million due to a change in approacdtress recently finalized boiler air emissic@guiations. Operating earnings in 2011
included income from an acetyl technology licenffsed by costs from the unplanned outage of anrotafcking unit, and $7 million in
restructuring charges, primarily for severance eissed with the acquisition and integration of ey

Pro forma combined operating earnings increas@@ir2 compared to 2011. The increase was primauiéytd lower raw material and energy
costs more than offsetting lower selling price$88 million. Raw material and energy cost de@esagere supported by the increased bel
from cracking olefins to produce low-cost propylemal ethylene. Operating earnings were also figrtitiset by $32 million of higher
operating costs, including labor and maintenanstscoOperating earnings in 2012 included $17 amibf additional costs of acquired Solutia
inventories. Operating earnings in 2012 also inetldsset impairments and restructuring charge8 afifion described above. Operating
earnings in 2011 also included income from an a¢etyhnology license offset by costs from the unpkd outage of an olefin cracking unit,
and $7 million in restructuring charges, primafily severance associated with the acquisition atedjration of Sterling.

2011 Compared to 2010

Sales revenue in 2011 compared to 2010 increasethndy due to higher selling prices and highdesarolume. The increased selling prices
were primarily in chemical intermediate olefin-dextive product lines in response to higher raw miw@tand energy costs, particularly for
feedstocks, paraxylene, and propylene, and wasattisluted to strengthened demand in North Ameaiwg tight industry supply, particularly
for olefin-derivative product lines due to recovgrieconomic conditions in the first half of the gddigher sales volume of $170 million was
due to sales from the restart of the previouslgddlongview, Texas olefins cracking unit and $80iam from higher chemical intermediates
sales, particularly olefin derivative product lireesd from sales from the Texas City, Texas sitaiaed from Sterling.

Pro forma combined sales revenue increased in @0hpared to 2010 primarily due to higher sellinggs and higher sales volume. Higher
selling prices were primarily in chemical interma@i olefin-derivative product lines and specialtyds product lines in response to higher ran
material and energy costs, particularly for feedstoparaxylene, and propylene. Sales revenuelifh 230 included $8 million from an acetyl
technology license. Higher sales volume of $170ionilwas due to sales from the restart of the nesly idled Longview, Texas olefins
cracking unit and $80 million from higher chemigatermediates sales, particularly olefin derivativeduct lines and from the acquired Texas
City, Texas site. Sales revenue for specialtydfiincreased $33 million due primarily to higheesavolumes for the TherminBheat transfer
fluid product lines.

Operating earnings increased in 2011 compared10 géimarily from chemical intermediates produntel due to higher selling prices more
than offsetting higher raw material and energy £bst$30 million and higher sales volume of $159ioml Raw material and energy cost
increases were partially mitigated by the incredsskfits from cracking propane to produce low-guepylene. In 2011, operating earnings
included $8 million from an acetyl technology lisenand costs of $9 million from the unplanned oeit@igan olefins cracking unit at the
Longview, Texas facility. In 2010, operating eagsrincluded $12 million from an acetyl technologghse. In 2011, operating earnings
included $7 million in restructuring charges, prittyafor severance associated with the acquisiiad integration of Sterling. In 2010, the
restructuring charges reflect the segment's podf@everance charges.
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Pro forma combined operating earnings increas@@iri compared to 2010. Excluding restructuring gesy chemical intermediate operating
earnings in 2011 increased compared to 2010 piyr@uie to higher selling prices more than offsettimigher raw material and energy costs by
$30 million and higher sales volume of $15 milli®taw material and energy cost increases were [barigtigated by the increased benefits
from cracking propane to produce low-cost propyle®gerating earnings from the specialty fluidsdarct lines increased $24 million due
primarily to higher sales volumes of the Thermifibkat transfer fluid products. In 2011, operatiaghags included $8 million from an acetyl
technology license and costs of $9 million from timplanned outage of an olefins cracking unit atltbngview, Texas facility. In 2010,
operating earnings included $12 million from antglceechnology license. In 2011, operating earsimgluded $7 million in restructuring
charges, primarily for severance associated wihattquisition and integration of Sterling. In 20&t@ restructuring charges reflect the
segment's portion of severance charges.

Growth Initiatives

In second quarter 2012, the Company entered insgegement with Enterprise Products Partners b.putchase propylene from a planned
propane dehydrogenation plant expected to be dapeahin 2015, further improving the Company's cetitpze cost position compared to
purchasing olefins in the North American marketioPto completion of the plant, the Company wiriefit from a propylene market contract
to improve its cost position for purchased propgléeginning in 2013. The Company will also competiebottlenecking project in its largest
olefins cracking unit in Longview, Texas, in thesfihalf of 2013, which will primarily produce moe¢hylene and is expected to improve
Eastman's olefin cost position. Additionally, then@pany is expanding Thermirfbheat transfer fluid capacity through a plant exjpEm
Newport, Wales, which is expected to be operationdaD14 and to support expected demand growthdnrtdustrial chemicals and process
market.

Other

Sales revenue and expenses not identifiable tgparating segment are not included in segment dpgregsults for any of the periods
presented and are shown as "other" sales revenli®o#rer" operating earnings (loss) when applicaibleluding sales revenue of $2 million
and $9 million in 2012 for Perennial Wod@nd the Photovoltaics product line acquired frortum respectively. For more information, see
Note23 , "Segment Information", to the Company's audidensolidated financial statements in Part Iiml of this Annual Report.

Included in 2012 "other" segment operating lossewweansaction costs of $28 million , integratiostsaf $16 million , and restructuring
charges primarily for severance of $32 million tethto the acquisition and integration of Solutia.

Operating results in 2012 included $59 million &sset impairments and restructuring charges, imduttie severance related to Solutia.
During fourth quarter 2012, management decidedswoditinue certain products in its Perennial W8bdusiness and shift from an aggressive
growth strategy. With the change in strategy, mangent expects significantly lower production voésmas focus is given to market and
product development efforts. As a result, a restming charge of $17 million was recognized inrfawquarter for inventory costs in excess of
recoverable value on certain discontinued prodoesland to accrue for losses on take-or-pay cotstwith third parties. An analysis was
performed to determine what, if any, impairment rbayrequired for the associated fixed assets. dBase¢he expected life of the assets and
intended uses within the Company's continuing dagdy initiatives, no impairment was deemed neagssl’he Company recognized asset
impairments related to land retained from the presiy discontinued industrial gasification projeetiucing the carrying value of the
Beaumont land by $6 million . During 2012, the Ca@myp also ceased research and development actifdtiesnewable chemicals at a site it
acquired in 2011, resulting in asset impairmentsrastructuring charges of $4 million .

Operating results in 2011 included a $15 millioingeom the sale of the previously impaired metHaamal ammonia assets related to the
terminated Beaumont, Texas industrial gasificafiozject. Excluding this gain, the increased lossese primarily due to expenses for the
market launch of Perennial Wodd Operating results in 2010 included $8 million &or intangible asset impairment resulting from an
environmental regulatory change impacting air emissredits remaining from the previously discongd Beaumont, Texas industrial
gasification project.

Pension expense not allocated to operating segmest$294 million , $173 million , and $89 milliam2012 , 2011 , and 2010 respectively,
and included $276 million , $144 million , and $58lion of MTM losses.

64




EASTMVIAN

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The Company continues to explore and invest inatebeand development initiatives at a corporatellehat are aligned with macro trends in
sustainability, consumerism, and energy efficietimpugh high performance materials, advanced edics, and environmentally-friendly
chemistry. These initiatives include Eastmmicrofiber technology, which leverages the Compsngre competency in polymers chemis
spinning capability, and in-house application etiper for use in high purity air filtration, liquiiltration, and energy storage media, and with
future opportunities for growth in nonwoven andtilexapplications; and Cerfis™ technology for thélting and construction market. The
Company is also focusing on market and productldpweent efforts for acetylated wood, branded agidal Wood™ , using Eastman's
breakthrough TruLast process technology, which permanently modifiesntiodecular structure of wood to be three times nstable than
unmodified wood, resulting in real wood with loregsting performance.

SUMMARY BY CUSTOMER LOCATION - 2012 COMPARED WITH 2 011

Sales Revenue

Exchange
Volume Rate
(Dollars in millions) 2012 2011 Change Effect Price Effect Effect
United States and Canada $ 3,99t % 3,82¢ 4% 6% (2% — %
Asia Pacific 2,08¢ 1,681 24% 24% — % — %
Europe, Middle East, and Africa 1,60t 1,352 19% 20% 2% (3)%
Latin America 414 321 29% 31% D)% (1)%
$ 8,10z $ 7,17¢ 13% 14% (1)% — %
Pro Forma Combined Sales Revenue
(Dollars in millions) 2012 2011 Change
United States and Canada $ 4,26¢ % 4,36¢ (2%
Asia Pacific 2,39¢ 2,31t 3%
Europe, Middle East, and Africa 1,96¢ 2,11¢ (7%
Latin America 492 477 3%
$ 9,12 $ 9,27¢ (2)%

Sales revenue in United States and Canada incréa28d2 compared to 2011 primarily due to $260iarilof higher sales volume from the
acquired Solutia businesses. Excluding the volumm facquired Solutia businesses, reduced salesduerto lower sales volume in the
Advanced Materials and Fibers segments more thaettihg higher sales volume in the remainder efdegments. Lower selling prices were
particularly in the Specialty Fluids & Intermediat@nd Additives & Functional Products segments.feima combined sales revenue in the
region decreased due to lower pro forma combinks$ savenue in the Advanced Materials, Specialtydsl & Intermediates, and Additives &
Functional Products segments partially offset lghbr pro forma combined sales revenue in the Adbesi Plasticizers segment.

Sales revenue in Asia Pacific increased in 201 2pawed to 2011 primarily due to $318 million of hégtsales volume from the acquired
Solutia businesses and higher sales volume iregihgnts. Pro forma combined sales revenue in gierréncreased due to increased pro fc
combined sales revenue in all segments exceptpeeidty Fluids & Intermediates segment.

Sales revenue in Europe, Middle East, and Africagiased in 2012 compared to 2011 primarily dueStr$nillion of higher sales volume

from the acquired Solutia businesses and lowes sallime from the economic uncertainty and an uoriable shift in the euro to U.S. dollar
exchange rate. Pro forma combined sales reventhe iregion decreased due to decreased pro formhigethsales revenue in all segments.
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Sales revenue in Latin America increased in 20X8pared to 2011 primarily due to $74 million of higtsales volume from the acquired
Solutia businesses and higher sales volume in tiegives & Plasticizers segment particularly duedeease in sales volume in the
plasticizers product line from the third quartef2@cquisition of Scandiflex do Brasil S.A. Indies$rQuimicas. Pro forma combined sales
revenue in the region increased due to higherqmd combined sales revenue in the Adhesives &iBileers segment partially offset by
lower pro forma combined sales revenue in the Sitgdrluids & Intermediates segment.

With a substantial portion of sales to custometsida the United States, Eastman is subject toiske associated with operating in
international markets. To mitigate its exchande riaks, the Company frequently seeks to negotiayenent terms in U.S. dollars or euros. Ir
addition, where it deems such actions advisabéeCiimpany engages in foreign currency hedgingaions and requires letters of credit anc
prepayment for shipments where its assessmentiviidiual customer and country risks indicates tlusie is appropriate. For additional
information concerning these practices, see Note"D2rivatives”, to the Company's consolidatedficial statements in Part Il, Item 8 of this
Annual Report and Part I, Item 7A--"QuantitativedaQualitative Disclosures About Market Risk" oistthnnual Report.

SUMMARY BY CUSTOMER LOCATION - 2011 COMPARED WITH 2 010

Sales Revenue

Exchange
Rate
(Dollars in millions) 2011 2010 Change Volume Effect  Price Effect Effect
United States and Canada $ 3,82¢ % 2,957 29% 12% 17% —%
Asia Pacific 1,681 1,44¢ 16% 6 % 10% —%
Europe, Middle East, and Africa 1,352 1,15C 18% 6 % 11% 1%
Latin America 321 28¢ 11% (D% 12% —%
$ 7,17¢  $ 5,84 230% 9% 14% —_%
Pro Forma Combined Sales Revenue
(Dollars in millions) 2011 2010 Change
United States and Canada $ 4,36 $ 3,46¢ 26%
Asia Pacific 2,31t 2,02z 14%
Europe, Middle East, and Africa 2,11¢ 1,85¢ 14%
Latin America 477 44¢ 7%
$ 9,27 % 7,792 19%

Sales revenue in United States and Canada incréa28d1 compared to 2010 primarily due to highadlirg prices and higher sales volume,
particularly in the Specialty Fluids & Intermediatsegment. Pro forma combined sales revenue iretiien increased due to higher pro forma
combined sales revenue in all segments, partigulael Specialty Fluids & Intermediates and the Asibes & Plasticizers segments.

Sales revenue in Asia Pacific increased in 2011pawed to 2010 primarily due to higher selling psige all segments, and a favorable shift in
product mix and higher sales volume, primarilytie Fibers segment. The sales volume increaseasasHan other regions due to lower sales
volume in the Advanced Materials segment offsetimgeases in the other segments.

Pro forma combined sales revenue in the regioreased due to increased pro forma combined saleauevin all segments, particularly the
Fibers, Advanced Materials, and Specialty Fluids&rmediates.

Sales revenue in Europe, Middle East, and Africaciased in 2011 compared to 2010 primarily duedgbdr selling prices in all segments and
higher sales volume, particularly in the Adhesi&eBlasticizers and Fibers segments. Pro forma coetbsales revenue in the region increase
due to increased pro forma combined sales revenak segments, particularly the Adhesives & Ptisgéirs segment.
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Sales revenue in Latin America increased in 20tpaoed to 2010 primarily due to higher selling esicparticularly in the Specialty Fluids &
Intermediates and Adhesives & Plasticizers segméntser sales volume was primarily due to salesdéiirected to other regions. Pro forma
combined sales revenue in the region increasedodinereased pro forma combined sales revenud segiments except the Fibers segment.

LIQUIDITY, CAPITAL RESOURCES, AND OTHER FINANCIAL1 NFORMATION

Cash Flows
(Dollars in millions) 2012 2011 2010
Net cash provided by (used in):
Operating activities $ 1,12¢  $ 625 $ 57t
Investing activities (2,967 (142 (442)
Financing activities 1,50¢ (423) (417
Effect of exchange rate changes on cash and casiagmnts 2 1 1
Net change in cash and cash equivalents $ (328 $ 61 $ (277)
Cash and cash equivalents at beginning of period 577 51€ 793
Cash and cash equivalents at end of period $ 24¢ % 577 % 51€

Cash provided by operating activities increased$50lion in 2012 compared with 2011. The increases primarily due to a decrease in
working capital requirements, particularly invem¢srwhich remained relatively unchanged during 284 2ompared with an increase in
inventories during 2011 primarily due to higher nmaterial and energy costs. The Company also ieddfom increased cash earnings from
the Company's business segments primarily dueetduly 2, 2012 acquisition of Solutia and lowepime tax payments in 2012 primarily due
to the $110 million payment for the tax gain on $laée of the PET business completed first qua&d 2 Cash provided by operating activities
in 2012 included approximately $100 million of oti@e payments related to the acquisition of Solutia

Cash provided by operating activities increased8iion in 2011 compared with 2010. The increases\ygrimarily due to increased earnings
from the Company's business segments and a lowezaise in working capital requirements partialfisetf by higher cash payments for
employee pension and incentive pay plans and indexes. Income tax payments were higher in 20Ihamily due to the $110 million
payment for the tax gain on the sale of the PETniess completed first quarter 2011. Working capitaieased more in 2010 compared with
2011 primarily due to the adoption of amended anting guidance for transfers of financial assetgtviiesulted in $200 million of
receivables, which were previously accounted fasad and removed from the balance sheet whenféraed under the accounts receivable
securitization program, being include on the 204&ihce sheet as trade receivables, net. This selieaeceivables reduced cash from
operations by $200 million in first quarter 2010.

Cash used in investing activities increased $2l®bin 2012 compared with 2011. The increase p@marily due to the $2.6 billion cash
portion of the purchase price for the acquisitibi$olutia in 2012 and $615 million cash receivaahfrthe sale of the PET business in 2011.
Partially offsetting the increase in cash usedresting activities was $200 million in proceedsirthe redemption of shoierm time deposit

in 2012 which were used to help fund the cash pomif the Solutia acquisition. Cash used for aoldst to properties and equipment was $46-
million and $457 million in 2012 and 2011, respeely.

Cash used in investing activities decreased $30U®min 2011 compared with 2010. The decrease pvamarily due to the receipt of $615
million in 2011 from the sale of the PET businesd alightly lower payments for acquisitions andastments in joint ventures partially offset
by the investment of $200 million in short-term éimeposits and higher capital expenditures in 2Gath used for additions to properties and
equipment was $457 million and $243 million in 2Gid 2010, respectively.
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Cash provided by financing activities was $1.5idmillin 2012 and cash used in financing activities 423 million in 2011. The increase was
primarily due to borrowings for the acquisition®dlutia and lower share repurchases partially bffgehe repayment of debt and higher
dividend payments. Borrowings included net prose&fdb2.3 billion from notes issued which are pnésd net of original issue discounts,
issuance costs, and the monetization of interéstsi@aps. Borrowings also included the $1.2 lillierm Loan. Financing fees for the Term
Loan and related financing commitments were appnaely $26 million. The payment of dividends, whigas $192 million and $136 million
in 2012 and 2011 respectively, increased primatilg to accelerated timing of payment of the foguhrter 2012 dividend and some impact
from increased shares outstanding due to the atignisf Solutia and an increase of the quarteilydnd rate.

Cash used in financing activities increased $1#oniin 2011 compared with 2010. Higher cash awut8 for share repurchases and dividends
and lower proceeds from borrowings and stock optixercises were mostly offset by significantly lowash outflows for repayment of
borrowings. Cash used for payment of dividends $486 million and $127 million in 2011 and 2010,pestively.

In 2013, the Company expects capital expenditurepproximately $525 million and U. S. defined biéneension plan funding of $120
million. The priorities for uses of available casl2013 are expected to be payment of the quartash dividend, repayment of debt, funding
targeted growth initiatives, pension funding, atatk repurchases primarily to offset dilution.

Liquidity and Capital Resources

The Company had cash and cash equivalents andtshortime deposits as follows:

(Dollars in millions) December 31,

2012 2011 2010
Cash and cash equivalents $ 24¢ ¢ 577 $ 51¢€
Short-term time deposits — 20C —
Total cash and cash equivalents and short-termdepesits $ 24¢ 771 $ S1€

In addition, at December 31, 2012, the Companydtaéss to the sources of liquidity described below.

The Company has a $750 million revolving crediteggnent (the "Revolving Credit Facility") expiringgBember 2016. Borrowings under the
Revolving Credit Facility are subject to interesvarying spreads above quoted market rates anthandment fee is paid on the total unused
commitment. At December 31, 2012 and Decembe@1], the Company had no outstanding borrowingeutiet Revolving Credit Facilit

The Revolving Credit Facility provides liquidity gport for commercial paper borrowings and genesgbarate purposes. Accordingly, any
outstanding commercial paper borrowings reduceagptr borrowings available under the Revolvinge@it Facility. Given the expiration
date of the Revolving Credit Facility, any commalgaper borrowings supported by the Revolving €feakility are classified as long-term
borrowings because the Company has the abilityirgtedt to refinance such borrowings on a long-teasis.

In April 2012, the Company increased the line @ditr under its accounts receivable securitizatgreement (the "A/R Facility") to $250
million from $200 million and extended the maturitgte to April 2015. Borrowings under the A/R Hiaciare subject to interest rates base:
a spread over the lender's borrowing costs, an@tmepany pays a fee to maintain availability of iR Facility. At December 31, 2012 and
December 31, 2011, the Company had no outstandimgwings under the A/R Facility. The entire datale amount under the A/R Facility
was borrowed and then repaid during third quar®dr22 and $100 million of the available amount urtierA/R Facility was borrowed and tt
repaid during fourth quarter 2012. This activitypiesented on a net basis within the cash flows financing activities section of the
Consolidated Statements of Cash Flows.

The Revolving Credit Facility and the A/R Facilitgntain a number of customary covenants and ewémisfault, including the maintenance
certain financial ratios. The Company was in cdamale with all such covenants for all periods pnés@. Substantially all of the amounts
under these facilities were available for borrowasgof December 31, 2012 and as of December 31, ZDie Company would not violate
applicable covenants as of December 31, 2012 anfidscember 31, 2011 even if the total availali®ants of the facilities had been drawn.
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On June 5, 2012, the Company issued 2.4% noteg@lLigin the principal amount of $1.0 billion, 3.6f#dtes due 2022 in the principal amount
of $900 million, and 4.8% notes due 2042 in thag@dal amount of $500 million. Proceeds from thke ©f the notes, net of original issue
discounts, issuance costs, and the monetizatiornterest rate swaps, were $2.3 billion. In addition July 2, 2012, the Company borrowed
entire $1.2 billion available under the Term LoBmoceeds from these borrowings were used to pgarin the cash portion of the purchase
price in the Solutia acquisition, repay Solutiatgdamd pay acquisition costs.

At December 31, 2012, the Company had repaid $28i@mof borrowings under the Term Loan. The Tetoan contains certain customary
representations, warranties and covenants, ingudiaintenance of certain financial ratios. The @any has been in compliance with all suct
covenants since February 29, 2012, when the Teran ks entered into. The Company, from time to timay accelerate payment of the
Term Loan depending on cash flow and business tiondj although not contractually required to do so

During second quarter 2012, the Company repaiéi4é million of 7% notes at maturity.

For more information regarding interest rates,dete 10 , "Borrowings", to the Company's consobkdafinancial statements in Part Il, ltem 8
of this Annual Report.

In 2012, the Company made $124 million in contiitis to its U.S. defined benefit pension plansybich approximately $70 million was the
minimum required cash contribution under the EmetRetirement Income Security Act of 1974, as armeénadnd the Internal Revenue Code
of 1986, as amended. In 2011 and 2010, the Compaae $102 million and $35 million, respectively contributions to its U.S. defined
benefit pension plans. Excess contributions ariogieally made by management in order to keeppthas' funded status above 80 percent
under the funding provisions of the Pension Praiachct to avoid partial benefit restrictions orcaterated forms of payment. The Eastman
Retirement Assistance Plan and Sterling Pensiom &kanot currently under any benefit restrictiohs of December 31, 2012, the Solutia
Union and Cash Balance Plans are currently sutgjquartial benefit restrictions on accelerated fohpayments. The impact of Federal
legislation enacted in July 2012, which reducesiireg U.S. pension funding by spreading the expkftirding requirements for the
Company's U.S. pension plans over a longer pefiididhe, is reflected in the reduced minimum reqdioentribution of approximately $70
million noted above. The Company expects U.S. a@efinenefit pension plan funding of approximatelg2@mnillion in 2013.

The Company maintains allowances for doubtful ant®ior estimated losses resulting from the ingbdf its customers to make required
payments. An analysis of trends including the ggihaccounts receivable and days sales outstatglpgyformed on a regular basis in orde
ensure appropriate adjustments are made to thgaaile for doubtful accounts in a timely manner. digmificant variances were identified in
the trend analysis performed for fourth quarter26dmpared to third quarter 2012. The Companyebes, based on historical results and its
regular analysis, the likelihood of write-offs hagia material adverse impact on financial ressltgmote.

Cash flows from operations, cash and cash equitsland the other sources of liquidity describeolvatare expected to be available and
sufficient to meet foreseeable cash flow requireerlowever, the Company's cash flows from openatcan be affected by numerous fac
including risks associated with global operaticasy material availability and cost, demand for aniding of Eastman's products, capacity
utilization, and other factors described under Ward-Looking Statements and Risk Factors" belowstEian management believes
maintaining a financial profile consistent with iamestment grade company is important to its l@rgitstrategic and financial flexibility.

Capital Expenditures

Capital expenditures were $465 million , $457 roilli, and $243 million for 2012 , 2011 , and 20&@spectively. In response to the global
recession, capital expenditures remained at a féitient for required maintenance and certaiategic growth initiatives through first nine
months 2010. In fourth quarter 2010, the Companyeased spending on discretionary infrastructuwgepts and certain strategic growth
initiatives to $110 million which carried into 201 Capital expenditures in 2011 were primarily doganic growth initiatives, particularly in t
Advanced Materials, Adhesives & Plasticizers andcsty Fluids & Intermediates segments. Capitglemditures in 2012 were primarily for
organic growth initiatives, particularly in the Sty Fluids & Intermediates and Advanced Materiséggments. The Company expects that
2013 capital spending will be approximately $52%iam.
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The Company expects 2013 depreciation and amaatized be higher than 2012 expenses of $360 millioy approximately $80 million,
primarily due to a full year of depreciation andatization on assets from the 2012 acquisitionatia.

Other Commitments

At December 31, 2012 , the Company's obligatiordeumotes and debentures and credit facilitiesedtapproximately $4.8 billion to be paid
over a period of approximately 30 years. The Campepaid the $146 million of 7% notes that maturedpril 2012 and at December 31,
2012 , had repaid $250 million of Term Loan bornogd. See Note 10 , "Borrowings", to the Compaogtssolidated financial statements in
Part Il, Item 8 of this Annual Report.

The Company had various purchase obligations aelmber 31, 2012 , totaling approximately $2.8 hillmver a period of approximately 15
years for materials, supplies and energy incidetiié ordinary conduct of business. In secondtqua@012, the Company entered inta
agreement to purchase propylene from a plannedapeogehydrogenation plant beginning in 2015. Toea@any also had various lease
commitments for property and equipment under catfbe] noncancelable, and month-to-month operaéageds totaling approximately $205
million over a period of several years. Of thatd¢ase commitments, approximately 5 percentedtatnachinery and equipment, including
computer and communications equipment and produetinipment; approximately 60 percent relate tbpeagperty, including office space,
storage facilities, and land; and approximatelyp8&cent relate to railcars.

In addition, the Company had other liabilities &cd@mber 31, 2012 , totaling approximately $2.4dwilrelated primarily to pension, retiree
medical, other post-employment obligations, andrenmental reserves.

The obligations described above are summarizeleriallowing table:

(Dollars in millions) Payments Due for
Credit
Principal of Facility
Notes and Borrowings Interest Purchase Operating Other
Period Debentures and Other Payable Obligations Leases Liabilities (a) Total

2013 $ — 3 4 $ 174 % 39C $ 47 % 36 % 98C
2014 — 17C 162 492 34 83 94z
2015 25C 27C 162 407 27 83 1,19¢
2016 — 33C 154 26¢ 23 102 87¢
2017 997 18C 142 26( 21 a0 1,69(
2018 and beyond 2,58z — 1,147 952 55 1,71¢ 6,45(
Total $ 3,82¢ % 954 $ 1,93¢ $ 2,771 % 207 $ 244; % 12,13¢

(@) Amounts represent the current estimated cagiments required to be made by the Company priynfarilpension and other postaployment benefits ai
taxes payable in the periods indicated. The amanadtiming of such payments is dependent upongsteates, health care cost trends, actual returns
plan assets, retirement and attrition rates of eygas, continuation or modification of the benpléns, and other factors. Such factors can sigarifly
impact the amount and timing of any future contiifis by the Company. Amounts also include expectsth payments related to environmental
obligations. See Note 16, "Environmental Mattecsthe Company's consolidated financial statemenait 11, Item 8 of this Annual Report.

Off Balance Sheet and Other Financing Arrangements

If certain operating leases are terminated by th@@any, it has guaranteed a portion of the residalalke loss, if any, incurred by the lessors ir
disposing of the related assets. Under these tipgtaases, the residual value guarantees at Dimsredd, 2012 totaled $110 million and
consisted primarily of leases for railcars and Camnypaircraft and will expire beginning in 2016. ef@ompany believes, based on current
and circumstances, that the likelihood of a matt@agment pursuant to such guarantees is remote.
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As described in Note 7 , "Equity Investments",ite Company's consolidated financial statementsitIR Item 8 of this Annual Report,
Eastman has a 50 percent interest in and servbg aperating partner in Primester, a joint ventulhéch manufactures cellulose acetate at
Eastman's Kingsport, Tennessee plant. This inwvargtis accounted for under the equity method. reaiss net investment in the joint venture
at December 31, 2012 and 2044s approximately $23 million and $28 million, respively, which was comprised of the recognizediporof
the venture's accumulated deficits, long-term arteawed to Primester, and a line of credit fromtéas to Primester.

The Company did not have any other material ratatijps with unconsolidated entities or financiattperships, including special purpose
entities, for the purpose of facilitating off-batansheet arrangements with contractually narrolingted purposes. Thus, Eastman is not
materially exposed to any financing, liquidity, rket; or credit risk related to the above or anyotuch relationships.

Guarantees and claims also arise during the ondow@urse of business from relationships with je@nture partners, suppliers, customers, ant
other parties when the Company undertakes an dioligio guarantee the performance of others, i€igel triggering events occur. Non-
performance under a contract could trigger an akibg of the Company. The Company's current ajlub@rantees include guarantees relating
primarily to intellectual property, environmentaétters, and other indemnifications and have atisesugh the normal course of business.
ultimate effect on future financial results is sabject to reasonable estimation because considarabertainty exists as to the final outcome
of these claims, if they were to occur. These offuarantees have terms of between 1 and 15 yé#dwrsnaximum potential future payments
approximately $80 million in the aggregate, witme®f these guarantees individually significantté® Company's operating results, financial
position, or liquidity. The Company's current esfagion is that future payment or performance eglab non-performance under other
guarantees is considered remote.

Treasury Stock

In October 2007, the Company's Board of Directotb@rized $700 million for repurchase of the Compsuoutstanding common stock. The
Company completed the $700 million repurchase aigdibon in November 2010, acquiring a total of2aillion shares.

In August 2010, the Company's Board of Directothatzed $300 million for the repurchase of the @amy's outstanding common
stock. The Company completed the $300 million repase authorization in June 2011, acquiring d t6td.1 million shares.

In February 2011, the Company's Board of Direcathorized an additional repurchase of up to $30@mof the Company's outstanding
common stock at such times, in such amounts, arslidm terms, as determined to be in the best Biteoé the Company. As of December 31
2012, a total of 4,757,639 shares of common shasle been repurchased under this authorizatioa foral amount of approximately $202
million. There were no share repurchases in 2012.

Dividends

The Company's Board of Directors declared quartabh dividends of $0.260 per share in first, sécand third quarters and $0.300 per sl

in fourth quarter 2012 for a total of $1.080 pearghin 2012 . The Company's Board of Directordated quarterly cash dividends of $0.235
per share in first and second quarters and $0.266Hare in third and fourth quarters 2011 fortal tof $0.990 per share in 2011 . The Board
of Directors declared quarterly cash dividends@®20 per share in first, second, and third quaed $0.235 per share in fourth quarter 201
for a total of $0.895 per share in 2010 . The Ba#rDirectors has declared a cash dividend of P& share during the first quarter of 2013,
payable on April 1, 2013 to stockholders of recondMarch 15, 2013 .
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ENVIRONMENTAL

Certain Eastman manufacturing sites generate hazar@hd nonhazardous wastes of which the treatstenage, transportation, and disposal
are regulated by various governmental agenciesormection with the cleanup of various hazardoast@sites, the Company, along with
many other entities, has been designated a pdtgméaponsible party ("PRP") by the U.S. Environma Protection Agency under the
Comprehensive Environmental Response, Compensatidhiability Act, which potentially subjects PRsjoint and several liability for suc
cleanup costs. In addition, the Company will beuieed to incur costs for environmental remediatonl closure and postclosure under the
Federal Resource Conservation and Recovery ActeiRes for environmental contingencies have bembléshed in accordance with
Eastman's policies as described in Note 1 , "Siganit Accounting Policies”, to the Company's coitlséd financial statements in Part 11, Item
8 of this Annual Report. Although the resolutidruacertainties related to these environmental engitnay have a material adverse effect on
the Company's consolidated results of operatiomisdérperiod recognized, because of expected shafiogsts, the availability of legal
defenses, and the Company's preliminary assessrhaations that may be required, management doelsatieve that the Company's liability
for these environmental matters, individually othie aggregate, will be material to the Companytssolidated financial position or cash
flows.

The Company accrues environmental remediation edsts it is probable that the Company has incuaréidbility at a contaminated site and
the amount can be reasonably estimated. Whergkesimount cannot be reasonably estimated butabtecan be estimated within a range, th
Company accrues the minimum amount. This undiseauaccrued amount reflects liabilities expectelbegaid out within 30 years and the
Company's assumptions about remediation requirena¢rthe contaminated site, the nature of the rgnihd outcome of discussions with
regulatory agencies and other potentially respdagibrties at multi-party sites, and the numberfamahcial viability of other potentially
responsible parties. Changes in the estimateshichvthe accruals are based, unanticipated governeméorcement action, or changes in
health, safety, environmental, and chemical com&gulations and testing requirements could resuitgher or lower costs. Estimated future
environmental expenditures for remediation costged from the minimum or best estimate of $365iamlto the maximum of $623 million at
December 31, 2012 . The maximum estimated futusesare considered to be only reasonably possilolénelude the amounts accrued at
December 31, 2012 . Amounts at December 31, 20d@ded environmental contingencies assumed inc¢haisition of Solutia. See Note 2 ,
"Acquisitions and Investments in Joint Venturestitie Company's consolidated financial statemen®ain I, Item 8 of this Annual Report.

Reserves for environmental remediation that manageivelieves to be probable and estimable arededappropriately as current and long-
term liabilities in the Consolidated Statement§&iofancial Position. The amounts charged totpseearnings for environmental remediation
related charges are included in cost of goods@ottother charges (income), net, and are summabvie:

(Dollars in millions)

Balance at December 31, 2011 $ 11
Assumed remediation reserve from acquisition ofiGml 36¢
Net charges taken 1
Cash reductions (15)
Balance at December 31, 2012 $ 36¢

The Company's acquisition of Solutia resulted $868 million increase to the Company's reservedorediation costs and $1 million in
additional environmental asset retirement obligatiosts. Included in the additional remediatioreres are costs associated with damages to
natural resources. The additional environmentakdiation reserve includes costs of $149 million &h@7 million related to the Anniston,
Alabama and the Sauget, lllinois plant sites, respely.
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Additionally, costs of certain remediation projetsluded in the assumed environmental reservewdgct to a cost-sharing arrangement witt
Monsanto Company ("Monsanto") under the provisiohthe Amended and Restated Settlement Agreemfattiee February 28, 2008 (the
"Effective Date"), into which Solutia entered witonsanto upon its emergence from bankruptcy (therf$&anto Settlement Agreement”).
Under the provisions of the Monsanto Settlementeagrent, the Company shares responsibility with Motssfor remediation at certain
locations outside of the boundaries of plant siesnniston, Alabama and Sauget, lllinois (the "&thSites"). The Company is responsible fo
the funding of environmental liabilities at the & Sites up to a total of $325 million from thdeetive Date. If remediation costs for the
Shared Sites exceed this amount, such costs wikk#iter be shared equally between the Companiandanto. Including payments by
Solutia prior to its acquisition by Eastman, $4%ion had been paid for costs at the Shared Skexf ®ecember 31, 2012 . As of

December 31, 2012 , an additional $229 million lbesn accrued for estimated future remediation @idtee Shared Sites, over a period of
thirty years.

In addition to remediation activities, the Compa&syablishes reserves for closure and postclossts agsociated with the environmental as

it maintains. Environmental assets include butretdimited to waste management units, such affillm) water treatment facilities, and ash
ponds. When these types of assets are constrociestalled, a reserve is established for thecguatted future costs associated with the clo
of the asset based on its expected life and thiicapfe regulatory closure requirements. Theser&uexpenses are charged into earnings ove
the estimated useful life of the assets. The é&#hate accrued to date over the facilities' estiéioh useful lives for environmental asset
retirement obligation costs was $29 million and $#8ion at December 31, 2012 and December 31, 2fsbectively.

The Company's total environmental reserve for emvirental contingencies, including remediation cast$ asset retirement obligations, is
recorded in the Consolidated Statements of FinhRdisition as follows:

December 31,

(Dollars in millions) 2012 2011

Environmental contingent liabilities, current $ 35 % =
Environmental contingent liabilities, long-term 35¢ 3¢9
Total $ 394 $ 39

GAAP requires an entity to recognize a liability foconditional asset retirement obligation ("CAR@hen incurred if the liability can be
reasonably estimated. The Company has performedamination of various asset categories as of bee 31, 2012 Although it may hav
CARGO s at certain of its facilities, including, budt limited to, the potential for asbestos abateraetivities, the Company is unable to
determine potential settlement dates to be uséalrinalue calculations for estimating these oltiigias as a result of an absence of plans or
expectations to undertake a major renovation oralion project that would require the removal sbastos. The Company continues to
monitor these conditional obligations, as well ag aew ones that may develop, and will recognizgingent liabilities associated with them
when and to the extent that more detailed inforomatiecomes available concerning applicable retindroests. The accrued obligations do no
have a material impact on the Company's consolid@encial position, results of operations andhciews.

Reserves related to environmental asset retireot@igations accounted for less than 10 percent®total environmental reserve at
December 31, 2012 . Currently, the Company's enmiental assets are expected to reach the endiotieful lives at different times over
the next 50 years. If the Company was to investiimerous new environmental assets, or these agsetgo require closure a significant
number of years before the Company anticipated waayld, the amortization on them would increase, emuld have a material negative
impact on the Company's financial condition andiitesof operations. The Company views the liketitof this occurrence to be remote, and
does not anticipate, based on its past experiefitbethis type of planned remediation, that an addil accrual related to environmental assets
will be necessary.
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The Company's cash expenditures related to envieatahprotection and improvement were $262 milli&219 million , and $200 million in
2012, 2011, and 2010, respectively. These atsauere primarily for operating costs associatetth whvironmental protection equipment
and facilities, but also included $34 million ar@gb$million in expenditures for engineering and d¢amgtion in 2012 and 2011 ,

respectively. Expenditures in 2012 also includest€ and expenditures in the second half of thefpeaites acquired in the acquisition of
Solutia. Cash expenditures in 201i8cluding expenditures for engineering and cartion, are expected to increase primarily as altres full
year integration of the acquired Solutia sites.difidnally, management anticipates that capitaleexiitures associated with the Compa
approach to addressing recently finalized boileegiissions regulations will modestly increase agerannual environmental capital
expenditures over the next five years compareéddent historical levels. However, the Company hesded to diversify by converting over
the next three to six years 50 percent of its steathelectric generation capacity at the Kingspigtinessee facility to natural gas, which
management believes is a more cost-efficient agpro@compliance with air emissions regulationsniigement does not believe that these
expenditures will have a material adverse effedhenCompany's consolidated financial positionasicflows. Other than these planned ca
expenditures at the Company's Kingsport, Tenndssdiy, the Company does not currently expectifatenvironmental capital expenditures
arising from requirements of recently promulgatadimnmental laws and regulations to materially@ase the Company's planned level of
annual capital expenditures for environmental aricilities.

INFLATION

In recent years, general economic inflation hashaota material adverse impact on Eastman's costs.cost of raw materials is generally
based on market prices, although derivative fir@nostruments are utilized, as appropriate, togaie short-term market price

fluctuations. Management expects the volatilitya material and energy costs to continue an€trapany will continue to pursue pricing
and hedging strategies and ongoing cost contridiivies to offset the effects. For additionabimhation see Note 12 , "Derivatives”, to the
Company's consolidated financial statements in IRdtem 8 of this Annual Report.

RECENTLY ISSUED ACCOUNTING STANDARDS

In December 2011, the Financial Accounting Stansl@alard and International Accounting Standards 8¢antly issued amended accounting
guidance to enhance disclosure requirements fauiments and transactions no longer eligible fdseifin the statement of financial position
as well as instruments and transactions subjea togreement similar to a master netting arrangeniéns guidance is effective for reporting
periods beginning on or after January 1, 2013. Cbmpany has concluded that no such netting hasibesffect and that the change will have
no impact on the Company's financial position eutts of operations.

OUTLOOK

Eastman is focused on achieving consistent eargirysth through a market-driven approach that taldesantage of the Company's existing
technology platforms, global marketing and manuféng presence, and leading positions in end msrRétis focus is supported by the
Company's geographic and end-market diversity serites global markets, including emerging econsmwith above average growth rates,
and offers both original equipment manufacturind after market products in a variety of end marksish as transportation, building and
construction, and consumables.

The Company expects global growth in 2013 to lghtly above two percent, with the U.S. remainingstant at two percent, Europe
approximately zero for the full year, and Chinarmeight percent.

The Company expects that market prices for commuidducts and raw material and energy costs wiltiaue to be volatile, and the
Company will continue to use pricing and hedgingtsgies to offset this volatility.

For 2013, the Company expects:
» cash generated by operating activities of betwde® Billion and $1.4 billior
« capital spending to be approximately $525 milliang

» its full year tax rate on reported earnings fromtowing operations before income tax to be appnately 31 percer
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Based upon the foregoing expectations, despitéspens economic uncertainty, the Company expedtyéar 2013 earnings per diluted share
from continuing operations to be between $6.30%6d0 per share, excluding non-recurring and nam-costs, charges, or gains, which may
include acquisition-related costs and chargest @aspairments and restructuring charges, and maiicdrket pension and OPEB gains or
losses.

See "Forward-Looking Statements and Risk Factoefivin.
FORWARD-LOOKING STATEMENTS AND RISK FACTORS

Certain statements made in this Annual Reportfamvard-looking statements” within the meaningloé Private Securities Litigation Reform
Act, Section 27A of the Securities Act of 1933 aasended and Section 21E of the Securities and EgehAct of 1934, as amended. Forward-
looking statements are all statements, other tteiareents of historical fact, that may be made $fram time to time. In some cases, you can
identify forward-looking statements by terminologiych as "anticipates,” "believes," "estimates,p&ets," "intends,” "may," "plans,"
"projects,” "will," "would," and similar expressisror expressions of the negative of these termsvdtd-looking statements may relate to,
among other things, such matters as planned aretgsgcapacity increases and utilization; antieipatapital spending; expected depreciatior
and amortization; environmental matters; pending)fature legal proceedings; exposure to, and effethedging of, raw material and energy
costs, foreign currencies and interest rates; glaheé regional economic, political, and businessditions; competition; growth opportunities;
supply and demand, volume, price, cost, marginsates; earnings, cash flow, dividends and otheeebeg financial results and conditions;
expectations, strategies, and plans for indiviéisakts and products, businesses, and segmentt as fee the whole of Eastman; cash
requirements and uses of available cash; finanglisugs and activities; pension expenses and fundirgtit ratings; anticipated and other fut
restructuring, acquisition, divestiture, and coitiion activities; cost reduction and control effcand targets; the timing and costs of, and
benefits from, the integration of, and expectedrmss and financial performance of, acquired bissieg; strategic initiatives and development
production, commercialization and acceptance of pewlucts, services and technologies and relatsis$;casset, business and product port
changes; and expected tax rates and net interstst co

Forward-looking statements are based upon certadenlying assumptions as of the date such statamesre made. Such assumptions are
based upon internal estimates and other analysagm@nt market conditions and trends, managemaaatations, plans, and strategies,
economic conditions, and other factors. Forwarddiog statements and the assumptions underlying eirermecessarily subject to risks and
uncertainties inherent in projecting future coradi and results. Actual results could differ mai@rifrom expectations expressed in the
forward4ooking statements if one or more of the underlywsgumptions and expectations proves to be inaecaras unrealized. In addition
the factors described elsewhere in this Annual Repite following are the most significant knowrtiars, risks, and uncertainties that could
cause actual results to differ materially from #hasthe forward-looking statements.

The Company cautions you not to place undue rediamcforward-looking statements, which speak oslgfathe date of this Annual Report.
Additional factors not presently known to the Compgor that the Company does not currently beltevee material, may also cause actual
results to differ materially from expectations. Egtas may be required by law, the Company undestak obligation to update or alter these
forward-looking statements, whether as a resutteof information, future events, or otherwise.

Continued uncertain conditions in the global economand the financial markets could negatively impacthe Company.

While economic and financial market conditions hamproved from those in 2008 and 2009, continueckuain conditions in the global
economy and global capital markets and uncerta@ibtut the length and stability of economic recoyparticularly in Europe, may adversely
affect the Company's results of operations, fir@nmdndition, and cash flows. The Company's bissirmad operating results were affected by
the impact of the recenglobal recession, including the credit market sriglieclining consumer and business confidenceiutiting

commodity prices, volatile exchange rates, andrathallenges that affected the global economyhdfglobal economy or financial markets
again deteriorate or experience significant newugisons, the Company's results of operationsniifed condition, and cash flows could be
materially adversely affected; in addition the Camys ability to access the credit and capital migriander attractive rates and terms could b
constrained, which may negatively impact the Comfzaliquidity or ability to pursue certain growthitiatives.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Volatility in costs for strategic raw material and energy commodities or disruption in the supply oftese commaodities could adversely
affect our financial results.

The Company is reliant on certain strategic rawemaland energy commodities for its operations atilizes risk management tools, includ
hedging, as appropriate, to mitigate short-termketaituctuations in raw material and energy costkese risk mitigation measures cannot
eliminate all exposure to market fluctuations.atidition, natural disasters, plant interruptiof&@rmges in laws or regulations, war or other
outbreak of hostilities or terrorism, and breakdawmlegradation of transportation infrastructurecuor delivery of strategic raw material and
energy commodities, could adversely impact bothcthst and availability of these commodities.

The Company could be materially adversely affectetly disruptions to manufacturing operations or relaed infrastructure.

Significant limitation on the Company's abilitytmanufacture products due to disruption of manufauguoperations or related infrastructure
could have a material adverse effect on the Conipaajes revenue, costs, results of operationsfimamtcial condition. Disruptions could
occur due to internal factors such as computegoipenent malfunction (accidental or intentionaf)ecator error, or process failures; or
external factors such as natural disasters, pamdéngss, changes in laws or regulations, wartbeooutbreak of hostilities or terrorism, cyl
attacks, or breakdown or degradation of transgortanfrastructure used for delivery of supplietlie Company or for delivery of products to
customers. The Company has in the past had cytaeka and breaches of its computer informatiotesys, and although none of these has
had a material adverse effect on the Company'saipas, no assurances can be provided againghiect of any future disruptions due to
these, or other, circumstances.

Loss or financial weakness of any of the Companylargest customers could adversely affect our finanal results.

The Company has an extensive customer base; howesgof, or material financial weakness of, dartd our largest customers could
adversely affect the Company's financial conditiod results of operations until such businesspkced and no assurances can be made tha
the Company would be able to regain or replacel@stycustomers.

Growth initiatives may not achieve desired businessr financial objectives and may require a signifiant use of resources in excess of
those estimated or budgeted for such initiatives.

The Company continues to identify and pursue grapiportunities through both internal (or "organidgvelopment and acquisitions and joint
ventures to diversify and extend the portfolio af businesses. These growth opportunities inatledelopment and commercialization of new
products and technologies, expansion into new nisiekad geographic regions, and alliances, ventargsacquisitions that complement and
extend the Company's portfolio of businesses apdlulities. There can be no assurance that sdochsfinvestments, or acquisitions and
alliances (including integration of acquired busses) will result in financially successful commalization of products, or acceptance by
existing or new customers, or successful entry i@ markets or otherwise achieve their underlgimgtegic business objectives or that they
will be beneficial to the Company's results of @tiems. There also can be no assurance regatungring of completion of proposed
acquisitions, expected benefits of proposed adipnsi, completion of integration plans, and synesgherefrom. There also can be no
assurance that capital projects for growth effoats be completed within the time or at the costgepted due, among other things, to demand
for and availability of construction materials datlor and obtaining regulatory approvals and ojaggiermits and reaching agreement on
terms of key agreements and arrangements with fatsappliers and customers. Any such delaysost overruns or the inability to obtain
such approvals or to reach such agreements ontabbeperms could negatively affect the returnsnfieny proposed or current investments
projects.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Significant acquisitions expose the Company to riskand uncertainties, the occurrence of any of whicbould materially adversely affect
the Company's business, financial condition, and milts of operations.

The acquisition of large companies such as Sotutigects the Company to a number of risks and taioéies, the occurrence of any of which
could have a material adverse effect on Eastmaes&@ mclude, but are not limited to:

« that the financial performance of the acquired ess may be significantly worse than expe:

« that significant additional indebtedness may caistthe Company's ability to access the credit aapital markets
attractive interest rates and favorable terms, whiay negatively impact the Company's liquidityability to pursue certa
growth initiatives;

- that the Company may not be able to achieve the ms&nue, tax, or other "synergies" expected famy acquisition, or th
there may be delays in achieving any such synergies

« that the Company may be required to expend sigmfiadditional resources in order to integrate atguired business ir
Eastman or that the integration efforts will nohi@ve the expected benefits;

« lost sales and customer dues to customer dissaifavith any transactio

* loss of key employees from an acquired compar

« assumption of unexpected or unknown liabili

Legislative or regulatory actions could increase th Company's future compliance costs.

The Company's facilities and businesses are sutgj@cmplex health, safety and environmental lamd r@gulations, which require and will
continue to require significant expenditures to aemin compliance with such laws and regulatiolbe Company's accruals for such costs an
associated liabilities are subject to changestimases on which the accruals are based. The anamerued reflects the Company's
assumptions about remediation requirements atdhaminated site, the nature of the remedy, theomué of discussions with regulatory
agencies and other potentially responsible paatiesulti-party sites, and the number and finandgiibility of other potentially responsible
parties. Changes in the estimates on which thesalscare based, unanticipated government enfomteaction, or changes in health, safety,
environmental, chemical control regulations, ardtitg requirements could result in higher costsndihg and proposed U.S. Federal
legislation and regulation increase the likelihdloat the Company's manufacturing sites will infilteire be impacted by regulation of
greenhouse gas emissions and energy policy, weagiklation and regulation, if enacted, may resuttdpital expenditures, increases in costs
for raw materials and energy, limitations on rawtenal and energy source and supply choices, amef alirect compliance costs.

In addition to the foregoing most significant knovigk factors to the Company, there may be othetofa, not currently known to the
Company, which could, in the future, materially asely affect the Company, its business, finaremaldition, or results of operations. The
foregoing discussion of the most significant riaktbrs to the Company does not necessarily prédsemt in order of importance. This
disclosure, including that under "Outlook" and "Ward-Looking Statements and Risk Factors", andrdthevard-looking statements and
related disclosures made by the Company in thisuAhReport and elsewhere from time to time, reprissmanagement's best judgment as of
the date the information is given. The Companysdus undertake responsibility for updating angwéh information, whether as a result of
new information, future events, or otherwise, ex@prequired by law. Investors are advised, hewew consult any further public Company
disclosures (such as in filings with the Securiied Exchange Commission or in Company press ed¢as related subjects.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Eastman Chemical Company ("Eastman” or the "Conif)das exposure to various market risks from chargenarket conditions in the
normal course of its business due to its use dgatefinancial instruments, transacting in variéoreign currencies, funding foreign operations,
and acquiring and using certain commodities. Tigaiie the Company's exposure to these market, iid&tman has established policies,
procedures, and internal processes governing itgeanent of market risks and the use of finann&timents to manage its exposure to suc
risks.

The Company determines its market risk exposutizinti sensitivity analyses, which measure the ptigg losses in fair value resulting from
one or more selected hypothetical changes in isitea¢es, foreign currency exchange rates, or catitgnprices.

The Company is exposed to interest rate risks pifynas a result of its borrowing and investingidties, which include long-term borrowings
used to maintain liquidity and to fund its businepsrations and capital requirements. From timane, to manage the Company's mix of
fixed and variable rate debt effectively, the Companters into interest rate swaps in which the Gamy agrees to exchange the difference
between fixed and variable interest amounts catedlby reference to an agreed upon notional prah@mount. At December 31, 2012 and
2011 , these borrowings, investments, and swaps predominately U.S. dollar denominated. The ma#und amount of the Company's long-
term and short-term debt may vary from time to tesea result of business requirements, market ttondj and other factors. For purposes of
calculating the market risks associated with tleviaue of interest-rate-sensitive instruments, @ompany uses a one percent or less absolu
shift in interest rates. At December 31, 2012 Bedember 31, 2011 , the market risk associatedthvithair value of interest-rate-sensitive
instruments, assuming an instantaneous absoltersknterest rates of one percent or less was@pmately $340 million and $145 million,
respectively. This exposure is primarily relatedang-term debt with fixed interest rates. The@ase in 2012 over 2011 was primarily as a
result of an increase in outstanding debt for tguasition of Solutia Inc.

Due to the Company's operating cash flows and angs denominated in foreign currencies, the Comipaiexposed to market risk from
changes in foreign currency exchange rates. Tep@ay continually evaluates its foreign currencgasure based on current market
conditions and the locations in which the Compamnydicts business. The Company manages most fareiggncy exposures on a
consolidated basis, which allows it to net cer@iposures and take advantage of any natural offEkeésefore, weakness in one currency r
be offset by strengths in others over time. In ptdemitigate foreign currency risk, the Compangnirtime to time enters into currency options
to hedge probable anticipated, but not yet comahiéport sales and purchase transactions expeaittéid no more than five years and
denominated in foreign currencies, and entersforiward exchange contracts to hedge certain firmmo@éments denominated in foreign
currencies. The gains and losses on these cantfiset changes in the value of related exposutas.the Company's policy to enter into
foreign currency derivative financial instrumentsdyoto the extent considered necessary to meebjectives as stated above. The Company
does not enter into foreign currency derivativafiaial instruments for speculative purposes. Atdbeber 31, 2012the market risk associal
with cash flows denominated in foreign currencissuaing a 10 percent adverse move in the U.S.rdeliative to these foreign currencies '
approximately $66 million, with an additional $7Iloin exposure for each additional one percentagpt@dverse change in foreign currency
rates. At December 31, 2011 , the market risk@ated with cash flows denominated in foreign cocies assuming a 10 percent adverse
move in the U.S. dollar relative to these foreigmrencies was approximately $53 million, with amliéidnal $5 million exposure for each
additional one percentage point adverse changaréigh currency exchange rates. Since the Comptliges currency-sensitive derivative
instruments for hedging anticipated foreign curgemansactions, a loss in fair value from thosérimaents is generally offset by an increase ir
the value of the underlying anticipated transaation

The Company is exposed to fluctuations in markigegrfor certain of its major raw materials andrggie To mitigate short-term fluctuations
in market prices for certain commodities, principgiropane, natural gas, ethane, ethylene, ancylerse, the Company enters into option anc
forward contracts. At December 31, 2012 , the miarkk associated with forward and option consdat feedstocks and natural gas,
assuming an instantaneous parallel shift in theetyitig commodity price of 10 percent, was $3 roilliwith less than an additional $0.5
million exposure for each one percentage point niowtosing price thereafter. At December 31, 20flie market risk associated with
forward and option contracts for feedstocks andnadgas, assuming an instantaneous parallelishtifie underlying commaodity price of 10
percent, was $10 million, with less than an addaid1 million exposure for each one percentagatpobve in closing price thereafter.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

ITEM
Management's Responsibility for Financial Statement

Report of Independent Reqgistered Public Accounfinm

Consolidated Statements of Earnings, Comprehesdgene and Retained Earnings

Consolidated Statements of Financial Position

Consolidated Statements of Cash Flows

Notes to the Audited Consolidated Financial Statese
Note 1. Significant Accounting Policies
Note 2. Acquisitions and Investments in Joinhiees
Note 3. Discontinued Operations
Note 4. Inventories
Note 5. Properties and Accumulated Depreciation
Note 6. Goodwill and Other Intangible Assets
Note 7. Equity Investments
Note 8. Payables and Other Current Liabilities
Note 9. Provision for Income Taxes
Note 10. Borrowings
Note 11. Early Debt Extinguishment Costs
Note 12. Derivatives
Note 13. Retirement Plans

Note 14. Accounting Methodology Change for Pensind Other Postretirement Benefit Plans

Note 15. Commitments

Note 16. Environmental Matters

Note 17. Legal Matters

Note 18. Stockholders' Equity

Note 19. Asset Impairments and Restructuring Gim(ains), Net
Note 20. Other Charges (Income), Net

Note 21. SharBased Compensation Plans and Awards
Note 22. Supplemental Cash Flow Information

Note 23. Segment Information

Note 24. Quarterly Sales and Earnings Datamaudited
Note 25. Reserve Rollforwards

Note 26. Recently Issued Accounting Standards
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EASTMAN
MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENT S

Management is responsible for the preparation arsgiity of the accompanying consolidated finanstatements of Eastman appearing on
page s 82 through 141. Ea stman has prepareddbeselidated financial statements in accordantie aicounting principles generally
accepted in the United States, and the stateméntcassity include some amounts that are basedamagement's best estimates and
judgments

Eastman's accounting systems include extensivenadteontrols designed to provide reasonable assaraf the reliability of its financial
records and the proper safeguarding and use a$#sts. Such controls are based on establishietepa@nd procedures, are implemented by
trained, skilled personnel with an appropriate sggtion of duties, and are monitored through a cehmmsive internal audit

program. Management has elected to exclude Sdiotiaits assessment of internal control over faiahreporting during the year of
acquisition, as permitted by the rules of the Séesrand Exchange Commission. The Company's jgsliahd procedures prescribe that the
Company and all employees are to maintain the Bigithical standards and that its business pradificeughout the world are to be conduc
in a manner that is above reproach.

The accompanying consolidated financial statemieaée been audited by PricewaterhouseCoopers LLidapendent registered public
accounting firm, who were responsible for condwgtimeir audit in accordance with the standardéiefRublic Company Accounting Oversight
Board (United States). Their report is includecktire

The Board of Directors exercises its responsibfiitythese financial statements through its Auditrnittee, which consists entirely of non-
management Board members. The independent regigteblic accounting firm and internal auditorsénfl and free access to the Audit
Committee. The Audit Committee meets periodicalith PricewaterhouseCoopers LLP and Eastman'stdire€ internal auditing, both
privately and with management present, to discassumting, auditing, policies and procedures, maecontrols, and financial reporting
matters.

/sl James P. Rogers /sl Curtis E. Espeland
James P. Rogers Curtis E. Espeland
Chief Executive Officer Senior Vice Presidenta

Chief Financial Officer
February 28, 2013
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of
Eastman Chemical Company

In our opinion, the consolidated financial statetadisted in the index appearing under Item 15{g)(tsent fairly, in all material respects, the
financial position of Eastman Chemical Company (tBhempany") and its subsidiaries at December 3122dhd 2011, and the results of their
operations and their cash flows for each of thedlyears in the period ended December 31, 201@nifoiamity with accounting principles
generally accepted in the United States of Ame#dso in our opinion, the Company maintained, innahterial respects, effective internal
control over financial reporting as of December3&112, based on criteria establishedhiternal Control-Integrated Framewoiksued by the
Committee of Sponsoring Organizations of the Tred@ommission (COSO). The Company's managemeesonsible for these financial
statements, for maintaining effective internal cohbver financial reporting and for its assessnudrihe effectiveness of internal control over
financial reporting, included in Management's Reporinternal Control over Financial Reporting aaiieg under Item 9A. Our responsibility
is to express opinions on these financial statesna@mdl on the Company's internal control over firgmreporting based on our integrated au
We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audits toinbtasonable assurance about whether the finastei@ments are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all exal respects. Our audits of the financial
statements included examining, on a test basideace supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estismatade by management, and evaluating the ovemaldial statement presentation. Our a

of internal control over financial reporting inckall obtaining an understanding of internal conts@rdinancial reporting, assessing the risk

a material weakness exists, and testing and evaduthie design and operating effectiveness of ivalecontrol based on the assessed risk. Our
audits also included performing such other proceslas we considered necessary in the circumstaMeebelieve that our audits provide a
reasonable basis for our opinions.

As described in Note 14 to the consolidated finalngtatements, the Company changed the mannerighvttaccounts for pension and other
postretirement benefit obligations and inventorgticay in 2012.

A company's internal control over financial repagtis a process designed to provide reasonableasgsuregarding the reliability of financial
reporting and the preparation of financial statets:iéor external purposes in accordance with gelyesatepted accounting principles. A
company's internal control over financial reportingludes those policies and procedures that (fapeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettfansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatg@aparation of financial statements in accor@anwith generally accepted accounting
principles, and that receipts and expenditureb®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readwaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company's assets that could havaterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadéegjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

As described in Management's Report on Internakti@baver Financial Reporting, management has @eduSolutia Inc., which was acquired
on July 2, 2012, from its assessment of internatrob over financial reporting as of December 3112 We have also excluded Solutia, Inc.
from our audit of internal control over financigporting. Solutia Inc. is a wholly-owned subsidiafithe Company whose total assets and tot:
sales represent 21 percent and 12 percent, reaglgctf the related consolidated financial statet@mounts of the Company as of and for the
year ended December 31, 20

/s/PricewaterhouseCoopers LLP
Philadelphia, PA
February 28, 2013
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EASTMAN

CONSOLIDATED STATEMENTS OF EARNINGS,
COMPREHENSIVE INCOME AND RETAINED EARNINGS

For years ended December 31,

(Dollars in millions, except per share amounts) 2012 2011 2010
Sales $ 8,10z $ 7,17¢  $ 5,84
Cost of sales 6,34( 5,60¢ 4,38t
Gross profit 1,762 1,56¢ 1,45¢
Selling, general and administrative expenses 644 481 434
Research and development expenses 19¢ 15¢ 152
Asset impairments and restructuring charges (gaiet) 12C (8 28
Operating earnings 80C 937 844
Net interest expense 14z 76 9¢
Early debt extinguishment costs — — 11t
Other charges (income), net 8 (20) 1C
Earnings from continuing operations before income$ 64¢ 881 62C
Provision for income taxes from continuing openasio 20€ 274 202
Earnings from continuing operations 44% 607 41¢
Earnings from discontinued operations, net of tax — 9 9
Gain from disposal of discontinued operations,afeax 1 31 —
Net earnings 444 647 427
Less: Net earnings attributable to noncontrollinigiest 7 1 2
Net earnings attributable to Eastman $ 437 % 64€ $ 42¢
Amounts attributable to Eastman stockholders
Earnings from continuing operations, net of tax $ 43€ % 60€ $ 41€
Earnings from discontinued operations, net of tax 1 40 9
Net earnings attributable to Eastman stockholders $ 437 % 64€ $ 42¢
Basic earnings per share attributable to Eastman
Earnings from continuing operations $ 29¢ % 432 $ 2.8¢
Earnings from discontinued operations 0.01 0.2¢ 0.07
Basic earnings per share attributable to Eastman $ 3.0C % 46 $ 2.9t
Diluted earnings per share attributable to Eastman
Earnings from continuing operations $ 29z % 424 $ 2.81
Earnings from discontinued operations 0.01 0.2¢ 0.07
Diluted earnings per share attributable to Eastman $ 29: % 45z % 2.8¢
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CONSOLIDATED STATEMENTS OF EARNINGS,
COMPREHENSIVE INCOME AND RETAINED EARNINGS (continu ed)

For years ended December 31,

(Dollars in millions, except per share amounts) 2012 2011 2010
Comprehensive Income
Net earnings including noncontrolling interest $ 444 % 647 $ 427
Other comprehensive income (loss), net of tax
Change in cumulative translation adjustment 41 (15) 2
Defined benefit pension and other postretiremenefieplans:
Amortization of unrecognized prior service credlitsluded in net periodic cost (23 (22) (26)
Derivatives and hedging:
Unrealized (loss) gain during period (36) (20) 18
Reclassification adjustment for gains includedéhincome (7 — (28
Total other comprehensive loss, net of tax (15) (56) (39
Comprehensive income including noncontrolling ingtr $ 42¢ % 501 $ 39:
Comprehensive income attributable to noncontroliitgrest 7 1 2
Comprehensive income attributable to Eastman 42z 59C 391
Retained Earnings
Retained earnings at beginning of period $ 2,76C $ 225 % 1,957
Net earnings attributable to Eastman 437 64€ 42F
Cash dividends declared (159 (139 (129
Retained earnings at end of period $ 303t § 2,760 $ 2,25¢

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31,

December 31,

(Dollars in millions, except per share amounts) 2012 2011
Assets
Current assets
Cash and cash equivalents $ 24¢ 577
Short-term time deposits — 20C
Trade receivables, net 84¢€ 632
Miscellaneous receivables 151 72
Inventories 1,26( 77¢
Other current assets 88 42
Total current assets 2,594 2,30z
Properties
Properties and equipment at cost 9,681 8,38:
Less: Accumulated depreciation 5,50( 5,27¢
Net properties 4,181 3,101
Goodwill 2,644 40¢€
Intangible assets, net of accumulated amortization 1,84¢ 101
Other noncurrent assets 351 26¢
Total assets $ 11,61¢ 6,18¢
Liabilities and Stockholders' Equity
Current liabilities
Payables and other current liabilities $ 1,36( 961
Borrowings due within one year 4 152
Total current liabilities 1,36¢ 1,11«
Long-term borrowings 4,77¢ 1,44t
Deferred income tax liabilities 91 21C
Post-employment obligations 1,85¢ 1,411
Other long-term liabilities 501 10z
Total liabilities 8,591 4,28:
Commitments and contingencies (Note 15)
Stockholders' equity

Common stock ($0.01 par value per share — 350,00G0ares authorized; shares issued —

213,406,523 and 196,455,131 for 2012 and 2011eotisely) 2 2
Additional paid-in capital 1,70¢ 90C
Retained earnings 3,03¢ 2,76(
Accumulated other comprehensive loss 12¢ 13¢

4,87: 3,80(

Less: Treasury stock at cost (59,511,662 share20fb? and 59,539,633 shares for 2011 ) 1,92¢ 1,93(

Total Eastman stockholders' equity 2,94: 1,87(
Noncontrolling interest 85 31
Total equity $ 3,02¢ 1,901
Total liabilities and stockholders' equity $ 11,61¢ 6,18¢

The accompanying notes are an integral part ottheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in millions)

For years ended December 31,

Cash flows from operating activities
Net earnings including noncontrolling interest $
Adjustments to reconcile net earnings to net castiged by operating activities:
Depreciation and amortization
Asset impairment charges
Gains on sale of assets
Early debt extinguishment costs
Provision for deferred income taxes
Pension and other postretirement contributiongXicess of) less than expenses
Variable compensation less than expenses

Changes in operating assets and liabilities, neffett of acquisitions and
divestitures:

(Increase) decrease in trade receivables
(Increase) decrease in inventories
Increase (decrease) in trade payables
Other items, net

Net cash provided by operating activities

Cash flows from investing activities
Additions to properties and equipment
Proceeds from redemption of short-term time deposit
Proceeds from sale of assets and investments
Acquisitions and investments in joint ventures, efetash acquired
Additions to short-term time deposits
Additions to capitalized software
Other items, net

Net cash used in investing activities

Cash flows from financing activities

Net increase (decrease) in commercial paper, digdiity, and other
borrowings

Proceeds from borrowings

Repayment of borrowings

Dividends paid to stockholders

Treasury stock purchases

Dividends paid to noncontrolling interests

Proceeds from stock option exercises and othesitest

Net cash provided by (used in) financing activities

Effect of exchange rate changes on cash and casbatnts

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $

2012 2011 2010
444 $ 647 427
36C 27¢ 28(
46 — 8
— (70) —
— — 11F
48 (22) 47
15C (15) 12
26 15 37
48 73 (35¢)
38 (15€) (160)
10 (51) 152
(42) 77 15
1,12¢ 625 57¢
(465) (457) (249)
20C — —
7 651 13
(2,669 (15€) (190)
— (200) —
) ©) (7
(30) 29 (15)
(2,962) (142) (442)
(1) 1 2
3,511 (36) 49€
(1,866) o) (620)
(192) (136) (127)
— (31€) (280)
4 ©) —
56 69 11¢
1,50¢ (429 (411
2 1 1
(328) 61 (277)
577 51€ 792
24¢  § 577 51€

The accompanying notes are an integral part ottheasolidated financial statements.
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NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEME NTS

1. SIGNIFICANT ACCOUNTING POLICIES
Financial Statement Presentation

The consolidated financial statements of Eastman@tal Company and subsidiaries ("Eastman” or @aripany") are prepared in
conformity with accounting principles generally eapted ("GAAP") in the United States and of necgdnitlude some amounts that are based
upon management estimates and judgments. Futral aesults could differ from such current estiesat The consolidated financial
statements include assets, liabilities, sales neemnd expenses of all majority-owned subsidiamsjoint ventures in which a controlling
interest is maintained. Eastman accounts for gthietr ventures and investments in minority-ownechpanies where it exercises significant
influence on the equity basis. Intercompany tratisas and balances are eliminated in consolidatidertain prior period data has been
reclassified in the Consolidated Financial Statasmand accompanying footnotes to conform to cunpenibd presentation.

Beginning January 1, 2012, the Company electetidnge its method of accounting for actuarial gaimd losses for its pension and other
postretirement benefit ("OPEB") plans as describedote 14 , "Accounting Methodology Change for §ien and Other Postretirement
Benefit Plans". Beginning January 1, 2012, the Camypadopted amended accounting guidance relatbe foresentation of other
comprehensive income which became effective foomam periods beginning after December 15, 201esE changes have been
retrospectively applied to all periods presented.

Information related to the Solutia Inc. ("Soluti@fquisition completed July 2, 2012 is in Note'&cquisitions and Investments in Joint
Ventures". As of the date of acquisition, resoftshe acquired Solutia businesses are includéthgtman results.

Cash and Cash Equivalents
Cash and cash equivalents include cash, time dspasi readily marketable securities with origimalturities of three months or less.
Fair Value Measurements

The Company records recurring and non-recurringrfiiel assets and liabilities as well as all nowmdficial assets and liabilities subject to fair
value measurement at the price that would be reddiv sell an asset or paid to transfer a liabifitgn orderly transaction between market
participants. These fair value principles priagtivaluation inputs across three broad levels.eL&inputs are quoted prices (unadjusted) in
active markets for identical assets or liabiliti¢®vel 2 inputs are quoted prices for similar &ssad liabilities in active markets or inputs that
are observable for the asset or liability, eitheeatly or indirectly through market corroboratidar substantially the full term of the financial
instrument. Level 3 inputs are unobservable inpated on the Company's assumptions used to messsgts and liabilities at fair value. An
asset or liability's classification within the vaus levels is determined based on the lowest lapeit that is significant to the fair value
measurement.

Accounts Receivable and Allowance for Doubtful Acamts

Trade accounts receivable are recorded at thedadamount and do not bear interest. The Compaiytains allowances for doubtful
accounts for estimated losses resulting from thbility of its customers to make required paymeritke allowances are based on the numbert
of days an individual receivable is delinquent amhagement's regular assessment of the financiditamn of the Company's customers. The
Company considers a receivable delinquent if itnpaid after the terms of the related invoice hexfgred. The Company evaluates the
allowance based on a monthly assessment of therageivables. Write-offs are recorded at the tnoeistomer receivable is deemed
uncollectible. Allowance for doubtful accounts v million at December 31, 2012 and 2011 . Then@any does not enter into receivables
of a longterm nature, also known as financing receivabtethé normal course of business. Financing reb&gavere immaterial and not
due at December 31, 2012 .
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Inventories

Inventories are valued at the lower of cost or mark’he Company determines the cost of most rateniads, work in process, and finished
goods inventories in the United States by theiladiirst-out ("LIFO") method. The cost of all @hinventories, including inventories outside
the United States, is determined by the averageneethod, which approximates the first-in, firstt¢iFIFO") method. The Company writes-
down its inventories for estimated obsolescenagnanarketable inventory equal to the difference leetwthe carrying value of inventory and
the estimated market value based upon assumptiang future demand and market conditions.

Properties

The Company records properties at cost. Maintemand repairs are charged to earnings; replacerandtbetterments are capitalized. Wher
Eastman retires or otherwise disposes of asse&snitves the cost of such assets and related atai@thalepreciation from the accounts. The
Company records any profit or loss on retiremerdtber disposition into earnings. Asset impairmseare reflected as increases in accumul
depreciation for properties that have been placezivice. In instances when an asset has notfdaeed in service and is impaired, the
associated costs are removed from the appropriefeey accounts.

Depreciation

Depreciation expense is calculated based on hislarost and the estimated useful lives of thetasgenerally using the straight-line
method. Estimated useful lives for buildings andding equipment generally range from 20 to 50rge&stimated useful lives generally
ranging from 3 to 33 years are applied to machia@g equipment in the following categories: compatdtware (3 to 5 years); office furnitt
and fixtures and computer equipment (5 to 10 yeagd)icles, railcars, and general machinery andpagent (5 to 20 years); and
manufacturing-related improvements (20 to 33 ye#sgelerated depreciation is reported when thieneseéd useful life is shortened and
continues to be reported in Cost of Sales.

Computer Software Costs

Capitalized software costs are amortized primaniya straight-line basis over three years, the eepeuseful life of such assets, beginning
when the software project is substantially compéete placed in service. Capitalized software ih2202011 , and 2010 was approximately $-
million, $9 million, and $7 million, respectivelgnd consisted of costs to internally develop compsbftware used by the Company. During
each of those same periods, approximately $8 mithopreviously capitalized costs were amortizad.December 31, 2012 and 2011 , the
unamortized capitalized software costs were $1laniand $20 million, respectively. Capitalizedta@re costs are reflected in other
noncurrent assets.

Impairment of Long-Lived Assets

Properties and equipment and definite-lived inthlegassets to be held and used by the Compangémved for impairment whenever events
or changes in circumstances indicate that the icramount of an asset may not be recoverable.rdtiew of these long-lived assets is
performed at the asset or asset group level, whitthe lowest level for which identifiable cashvito are largely independent of the cash flows
of other assets and liabilities. If the carryingoamt is not considered to be recoverable, an aisaty$air value is triggered. An impairment is
recorded for the excess of the carrying amounthefasset over the fair value.

The Company conducts its annual testing of goodwiitl indefinite-lived intangible assets as of Jubach year, unless events warrant more
frequent testing. As required by purchase accogrguidance, the Company performed its initial dateation of the fair value of assets and
liabilities acquired in the purchase of Solutighird quarter 2012. Therefore, the goodwill anédirgible assets from the acquisition were
excluded from the current year's annual testingoafdwill and indefinite-lived intangible assets.eT?012 testing of goodwill was performed at
the reporting unit level, which management deteedito be its operating segments. If the fair valiua reporting unit is determined to be less
than the carrying value of the net assets of thertang unit including goodwill, additional steps¢cluding an allocation of the estimated fair
value to the assets and liabilities of the repgrtinit, would be necessary to determine the amduanty, of goodwill impairment. The carryir
value of indefinite-lived intangible assets is ddesed to be impaired when the fair value, as distaddd by appraisal or based on discounted
future cash flows of certain related productsegslithan their respective carrying values.
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Investments

The Company held $200 million of short-term timgasits as of December 31, 2011. These investnhactstaggered maturities between
three and ten months at the investment date, whicheded the three month original maturity thresdifai classification as cash or cash
equivalents. These short-term time deposits wateamed in 2012.

The consolidated financial statements include to®ants of the Company and all its subsidiariesanttiies/joint ventures in which a
controlling interest is maintained.

Investments in affiliates over which the Compang significant influence but not a controlling irdet are carried on the equity basis. Under
the equity method of accounting, these investmargsncluded in other noncurrent assets. The Cognpecludes its share of earnings and
losses of such investments in other charges (ingameg and its share of other comprehensive incoss) in the appropriate component of
other accumulated comprehensive income (losspickhblders' equity.

Pension and Other Post-employment Benefits

The Company maintains defined benefit pension plaaisprovide eligible employees with retirementéfits. Additionally, Eastman provides
a subsidy toward life insurance, health care, amdal benefits for eligible retirees and a subsadyard health care and dental benefits for
retirees' eligible survivors. The costs and oltiayes related to these benefits reflect the Comisaeysumptions related to general economic
conditions (particularly interest rates), expeatsdrn on plan assets, rate of compensation inereladecrease for employees, and health care
cost trends. The cost of providing plan benefiégahds on demographic assumptions including re¢inésn mortality, turnover, and plan
participation.

During 2012, Eastman changed its method of accogifitir actuarial gains and losses for its pensimh@PEB plans. Historically, Eastman
recognized pension and OPEB actuarial gains arsg$osnnually in its Consolidated Statements ofrigiah Position as Accumulated Other
Comprehensive Income and Loss as a component okl8itulers’ Equity, and then amortized these gaidsi@sses each quarter in its
Statements of Earnings. The expected return onsassmponent of Eastman's pension expense haditagtp been calculated using a five-
year smoothing of asset gains and losses, andatheogloss component of pension and OPEB expeasdilktorically been based
amortization of actuarial gains and losses thaeeaclO percent of the greater of plan assets geqteal benefit obligations over the average
future service period of active employees.

Under the current method of accounting, Eastmaerisipn and OPEB costs consist of two elementsngding costs recognized quarterly,
which are comprised of service and interest cesfsected returns on plan assets, and amortizatipriar service credits; and 2) mark-to-
market ("MTM") gains and losses recognized annuallyhe fourth quarter of each year, resultingrfrchanges in actuarial assumptions for
discount rates and the differences between actubézpected returns on plan assets. Any interineesrements triggered by a curtailment,
settlement, or significant plan changes are re@aghas an MTM adjustment in the quarter in whiathsemeasurement event occurs. This
change has been retrospectively applied to albpgerpresented.

In connection with the above change in accountimg&nsion and OPEB costs, management also electddinge its method of accounting
certain related costs included in inventory. Mamaget elected, effective in first quarter 2012, xolade the portion of pension and OPEB
costs attributable to former employees (inactivassq component of inventoriable costs and insthathe them directly to the cost of sales line
item as a period cost. Applying this change in irteey retrospectively did not have a material intpat previously reported inventory, cost of
sales, or financial results in any prior period ,aalsuch, prior period results have not beensp#tively adjusted for this change in
accounting for certain related costs included ireirtory.

For additional information, see Note 13, "Retir@tlans" and Note 14 , "Accounting Methodology @i for Pension and Other
Postretirement Plans".
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Environmental Costs

The Company accrues environmental remediation edsts it is probable that the Company has incuardbility at a contaminated site and
the amount can be reasonably estimated. Whergkesimount cannot be reasonably estimated butdbtecan be estimated within a range, th
Company accrues the minimum amount. This undiseauaccrued amount reflects liabilities expectebddagaid out within 30 years and the
Company's assumptions about remediation requirenadithe contaminated site, the nature of the rgnted outcome of discussions with
regulatory agencies and other potentially respdagiarties at multi-party sites, and the numberfarahcial viability of other potentially
responsible parties. Changes in the estimateshichwhe accruals are based, unanticipated governeméorcement action, or changes in
health, safety, environmental, and chemical com&rgulations and testing requirements could resuitgher or lower costs.

The Company also establishes reserves for closagtelpsure costs associated with the environmeanihlother assets it

maintains. Environmental assets include but atdimited to waste management units, such as |sdfiater treatment facilities, and ash
ponds. When these types of assets are constrociestalled, a reserve is established for therutiwsts anticipated to be associated with the
closure of the site based on an expected life®ttivironmental assets and the applicable regylatosure requirements. These expenses ar
charged into earnings over the estimated usetublifthe assets. Currently, the Company estintatesseful life of each individual asset up to
50 years. If the Company changes its estimateeoéhvironmental asset retirement obligation cossits estimate of the useful lives of these
assets, the expenses charged into earnings caunkhse or decrease. The Company also monitorstioorad obligations and recognizes
contingent liabilities associated with them whed &mthe extent that more detailed information Imees available concerning applicable
retirement costs.

The current portion of accruals for environmeni@ilities is included in payables and other cutrtebilities with the long-term portion
included in other long-term liabilities. These amds exclude claims for recoveries from insurarm@gganies or other third

parties. Environmental costs are capitalizedef/textend the life of the related property, incesigs capacity, and/or mitigate or prevent future
contamination. The cost of operating and maintgrenvironmental control facilities is charged xpense.

For additional information see Note 16 , "Enviromta Matters".
Derivative Financial Instruments

Derivative financial instruments are used by thenBany when appropriate to manage its exposurdadtuétions in foreign currency
exchange rates, certain contract sales pricesiraterial and energy costs, and interest ratesh Bistruments are used to mitigate the risk the
changes in exchange rates, sales prices, raw alaed energy costs, or interest rates will advesiéect the eventual dollar cash flows
resulting from the hedged transactions.

The Company from time to time enters into curreaption and forward contracts to hedge anticipabed not yet committed, export sales and
purchase transactions expected within no morefitiaryears and denominated in foreign currenciem¢pally the euro, British pound and 1
Japanese yen); and forward exchange contractgitgerertain firm commitments denominated in foraigrrencies. To mitigate short-term
fluctuations in market prices for propane, ethgr@@axylene, and natural gas (major raw materialearagy used in the manufacturing proc
and selling prices for ethylene, the Company frometto time enters into option and forward congadtrom time to time, the Company also
utilizes interest rate derivative instruments, ity swaps, to hedge the Company's exposure tements in interest rates.

The Company's qualifying option and forward consare accounted for as hedges because the degiviagiruments are designated and
effective as hedges and reduce the Company's epgtasidentified risks. Gains and losses resultingh effective hedges of existing
liabilities, firm commitments, or anticipated tractions are deferred and recognized when the tiffgegains and losses are recognized on the
related hedged items and are reported as a compoiheperating earnings. Derivative assets artaliiees are recorded at fair value.

The gains or losses on nonqualifying derivativedenvatives that are not designated as hedgemareed to market and immediately recor:
into earnings from continuing operations.

Deferred currency option premiums are includedfair market value of the hedges. The relatdidation for payment is generally includ
in other liabilities and is paid in the period itieh the options are exercised or expire.
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For additional information see Note 12 , "DerivasV.
Litigation and Contingent Liabilities

The Company and its operations from time to timeg and in the future may be, parties to or targelawsuits, claims, investigations, and
proceedings, including product liability, persoimgliry, asbestos, patent and intellectual propexynmercial, contract, environmental,
antitrust, health and safety, and employment n&ttehich are handled and defended in the ordinamyse of business. The Company accrue
a liability for such matters when it is probablatti liability has been incurred and the amountbmreasonably estimated. When a single
amount cannot be reasonably estimated but thecaadbe estimated within a range, the Company as¢hgeminimum amount. The Company
expenses legal costs, including those expected todurred in connection with a loss contingensyingurred.

Revenue Recognition and Customer Incentives

The Company recognizes revenue when persuasivereddf an arrangement exists, delivery has oatunrservices have been rendered, th
price to the customer is fixed or determinable, emitectability is reasonably assured. Revenugfoducts is recognized when title and risl
loss transfer to the customer.

The Company records estimated obligations for enstgorograms and incentive offerings, which consigharily of revenue or volume-based
amounts that a customer must achieve over a spegériod of time, as a reduction of revenue fracheunderlying revenue transaction as the
customer progresses toward goals specified in thaeagreements. These estimates are based anlaradion of forecasts of customer sales
and actual sales volume and revenues againstissedlgoals, the customer's current level of pusebaEastman'’s knowledge of customer
purchasing habits, and industry pricing practit@e incentive payment rate may be variable, baped the customer reaching higher sales
volume or revenue levels over a specified periotinoé in order to receive an agreed upon incergasgment.

Shipping and Handling Fees and Costs

Shipping and handling fees related to sales traiosecare billed to customers and are recordedles sevenue. Shipping and handling costs
incurred are recorded in cost of sales.

Restructuring of Operations

The Company records restructuring charges incumrednnection with consolidation of operations,tedibusiness or product lines, or
shutdowns of specific sites that are expected tsubstantially completed within twelve months. 3&eestructuring charges are recorded as
incurred, and are associated with site closurgsl knd environmental matters, demolition, conttewhinations, obsolete inventory, or other
costs directly related to the restructuring. TlhenPany records severance charges for employeeateparwhen the separation is probable
reasonably estimable. In the event employeesegpgred to perform future service, the Company méegeverance charges ratably over the
remaining service period of those employees.

Share-based Compensation

The Company recognizes compensation expense finthiecial statements for stock options and otharetibased compensation awards base
upon the grant-date fair value over the substaniating period. For additional information, sea@@21 , "Share-Based Compensation Plans
and Awards".

Research and Development

All costs identified as research and developmdR&D") costs are charged to expense when incurréid thie exception of third-party
reimbursed and government-funded research andajgwent. Expenses for third-party reimbursed anetguonent-funded research and

development are deferred until reimbursement isived to ensure appropriate matching of revenueeapdnse, provided specific criteria are
met.
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Income Taxes

The provision for income taxes has been determirsatyy the asset and liability approach of accogniim income taxes. Under this approach
deferred taxes represent the future tax conseqaexpected to occur when the reported amountssetsaand liabilities are recovered or

paid. The provision for income taxes representerite taxes paid or payable for the current yeas thla change in deferred taxes during the
year. Deferred taxes result from differences betwtbe financial and tax bases of the Company&tsasd liabilities and are adjusted
changes in tax rates and tax laws when changesnamted. Valuation allowances are recorded toceedeferred tax assets when it is more
likely than not that a tax benefit will not be rigald. Provision has been made for income taxasoamitted earnings of subsidiaries and
affiliates, except for subsidiaries in which eagsrare deemed to be permanently reinvested.

The Company recognizes income tax positions that tie more likely than not threshold and accrogsrést related to unrecognized income
tax positions which is recorded as a componerti®iricome tax provision.

Purchase Accounting

In general, the acquisition method of accountirguirees companies to record assets acquired arittiesbassumed at their respective fair
market values at the date of acquisition. The Comstimates fair value using the exit price apphoahich is defined as the price that would
be received to sell an asset or paid to transfiebdity in an orderly market. An exit price is gemined from the viewpoint of unrelated market
participants as a whole, in the principal or mabtaatageous market, and may result in the Compalung assets or liabilities at a fair value
that is not reflective of the Company's intendeel ofsthe assets or liabilities. Any amount of theeghase price paid that is in excess of the
estimated fair values of net assets acquired bilitias assumed is recorded in the line item godidw the Company's consolidated balance
sheets. Management's judgment is used to detethenestimated fair values assigned to assets @&chaird liabilities assumed, as well as a
lives for property, plant and equipment and amati@n periods for intangible assets, and can nadlg@ffect the Company's results of
operations.

2. ACQUISITIONS AND INVESTMENTS IN JOINT VENTURES

Solutia Inc.

On July 2, 2012, the Company completed its acqoisitf Solutia, a global leader in performance mate and specialty chemicals. In the
acquisition, each outstanding share of Solutia comstock was cancelled and converted automatiaatythe right to receive $22.00 in cash
and 0.12 shares of Eastman common stock. In tb4al, millionshares of Eastman common stock were issued iméhsaction. The fair val
of total consideration transferred was approxinya$dl.8 billion , consisting of cash of $2.6 billipmet of cash acquired; equity in the form of
Eastman stock of approximately $700 million ; alnel &ssumption and subsequent repayment of Soldéhtsat fair value of approximately
$1.5 billion .

The funding of the cash portion of the purchaseepniepayment of Solutia's debt, and acquisiti@iscevas provided primarily from
borrowings, including the $2.3 billion net proceédsn the public offering of notes on June 5, 2@h2 borrowings of $1.2 billion on July 2,
2012 under a five-year term loan agreement (theniTieoan"). See Note 10 , "Borrowings".
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The purchase price allocation for the Solutia asitjon has been finalized as of December 31, 20tith, the exception of current and deferred
income taxes and the allocation of goodwill to mipg units. The finalization of current and destrincome taxes is expected to be complete
during the first half of 2013 upon completion oétS8olutia 2012 final tax returns. Goodwill has bpegliminarily allocated to the reporting
units. Updates to the September 30, 2012 prelimiparchase price allocation of the Solutia acquisituring fourth quarter 2012 have been
reflected in the Company's Consolidated Staten@frfsnancial Position as of December 31, 2012 ardsammarized in the table below.
These updates were not material to the Compamgsadial position or results of operations for 20The following table summarizes the
current purchase price allocation for the Solutiquésition as of July 2, 2012, as previously repomt September 30, 2012, the net impact of
revisions during the fourth quarter of 2012, arelrisulting purchase price allocation for the Salatquisition as of July 2, 2012 as reporte
December 31, 2012:

As of July 2, 2012 Increase As of July 2, 2012 As
(Dollars in millions) Previously Reported (Decrease) Updated
Current assets $ 901 $ 19 $ 92C
Properties and equipment 94( 7 947
Intangible assets 1,807 (a6 1,791
Other noncurrent assets 61z 2 614
Goodwill 1,96¢ 26E 2,23(
Current liabilities (461) (D) (462)
Long-term liabilities (2,389 (27€) (2,665
Equity and cash consideration, net of $88 milliasitacquired $ 337¢ §$ — $ 3,37¢

The Company used the income, market, or cost appr@a a combination thereof) for the valuatiorappropriate, and used valuation input
these models and analyses that were based on mparitietpant assumptions. Market participantscamesidered to be buyers and sellers
unrelated to Eastman in the principal or most athgaous market for the asset or liability. Foraerttems, the carrying value was determinec
to be a reasonable approximation of fair value aseinformation available to Eastman managememd.fair value of receivables acquired
from Solutia on July 2, 2012 was $350 million ,lwiross contractual amounts receivable of $366anill Acquired intangible assets are
primarily customer relationships, trademarks, aadetbped technologies. Long-term liabilities anenarily Solutia's debt, which was repaid
by Eastman at closing, deferred tax liabilitiesyimnmental liabilities, and pension and other petstement welfare plan obligations. The
Company has finalized the acquisition accountingtee to the transaction during fourth quarter 2@4th the exception of income taxes which
are expected to be completed during the firstbla®013. Any adjustments for tax are not expecteldave a material impact on the Company'
financial position or results of operations.

The acquisition of Solutia broadens Eastman's ¢jiofegsence, facilitates growth opportunities thioeghanced access to markets such as th
automotive and architectural industries, and expatabktman's portfolio of sustainable productscaimection with the purchase, the Compan
recorded goodwill, which represents the excesh@ptirchase price over the estimated preliminarywédue of tangible and intangible assets
acquired, net of liabilities assumed. The goodisikttributed primarily to Solutia as a going camcend the fair value of expected cost
synergies and revenues growth from combining thetrian and Solutia businesses. The going concenmegit represents the ability to earn a
higher return on the combined assembled colleaif@assets and businesses of Solutia than if theset@aand businesses were to be acquired
and managed separately. Other relevant elemegisoafwill are the benefits of access to certainketarand work force. Goodwill from the
Solutia acquisition has been allocated to cerththe Company's reportable segments. None of the\gill is deducted for tax purposes.

(Dollars in millions) Goodwill

Additives & Functional Products $ 74C
Advanced Materials 1,025
Specialty Fluids & Intermediates 462
Total $ 2,23(
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Properties acquired included a number of manufamgusales, and distribution sites and relatedifes, land and leased sites that include
leasehold improvements, and machinery and equipfoense in manufacturing operations. Managemehted properties using the cost
approach supported where available by observabtkendata which includes consideration of obsolesee

Intangible assets acquired included a number detraarks that are both business-to-business anddsssto-consumer in nature, including
Crystex®, Saflex®, and Llumar®. Also acquired was technology related to prodpotsected by a number of existing patents, patent
applications, and trade secrets. In addition ¢s¢hintangible assets, the Company acquired a nushbastomer relationships in industries
such as automotive tires and aviation. Managemaned intangible assets using the relief from nyyahd multi-period excess earnings
methods, both forms of the income approach supgdrgeobservable market data for peer chemical compa

Weighted-Average
Amortization Period

(Dollars in millions) Fair Value (Years)
Amortizable intangible assets
Customer relationships $ 80¢ 22
Developed technologies 44( 13
Indefinite-lived intangible assets
Trademarks 54z
Total $ 1,791

Management estimated the fair market value of firsdd debt based on the viewpoint that the exd@epaipproximated the entry price given the
lack of observable market prices. Additionally, aicgd interest rate swaps and foreign exchangeacistwere terminated and settled
immediately following the acquisition. Because thdgrivatives were recorded at fair value in thenpg balance sheet, there were no gait
losses associated with these settlements.

Management also evaluated probable loss continggnicicluding those for legal and environmentalterat as prescribed under applicable
GAAP. Due to the lack of observable market inpassumed liabilities for environmental loss contimgjes that were both probable and
estimable were recorded based upon estimateswgfaash outflows for such contingencies as ohtupiisition date. See Note 16 ,
"Environmental Matters", for more information.

In 2012 , the Company recognized $28 million imgzction costs, $16 million in integration costsl $32 million in financing costs related to
the acquisition. Transaction costs and integratimsts were expensed as incurred and are includbe itSelling, general and administrative
expenses" line item and financing costs are includehe "Other charges (income), net" and "Negn@st expense” line items in the
Consolidated Statements of Earnings, Comprehehsoame, and Retained Earnings. In 2012 , there®a2 million in restructuring charges
primarily for severance associated with the actjaisiand integration of Solutia. As required by ghase accounting, the acquired inventories
were marked to fair value. These inventories welé & 2012 resulting in a $79 million increasecost of sales, net of the LIFO impact of
these inventories, primarily in third quarter 2012

Beginning third quarter 2012, the Company's codstdid results of operations included the resulte®ficquired Solutia businesses. Sinct
date of the acquisition, sales revenue of $969anithnd an operating loss of $25 million from tleg@ired Solutia businesses have been
included in the Company's consolidated resultspefrations for 2012 . The operating loss includes®f9 million of additional costs of
acquired inventories and $32 million in restruatgrcharges primarily for severance associated téracquisition and integration of Solutia.
The loss also includes $3 million in integratiorsisoand asset impairments and restructuring chafde5 million related to the termination of
the Company's operating agreement at the acquokdig&manufacturing facility in Sao Jose Dos Camjigrazil. See Note 19 , "Asset
Impairments and Restructuring Charges (Gains), fetddditional information.

The unaudited pro forma financial results for yeanded December 31, 2012 and 2011 combine the lodaisa results of Eastman and Solutic
giving effect to the acquisition of Solutia astihad been completed on January 1, 2011, the biegif the comparable prior annual reporting
period presented. The unaudited pro forma findmegults presented below do not include any grdteid synergies or other expected benefit
of the acquisition. This unaudited pro forma fiiahinformation is presented for informational pases only and is not indicative of future
operations or results had the acquisition been teteghas of January 1, 2011.
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The unaudited pro forma financial results includgan adjustments for additional depreciation ambrtization expense based upon the fair
value step-up and estimated useful lives of Soligjareciable fixed assets and definite-life amaktie assets acquired in the transaction. The
unaudited pro forma results also include adjustsiennet interest expense and elimination of edalyt extinguishment costs historically
recorded by Solutia based upon the retirement hfti@ts debt and issuance of additional debt rdl&tethe transaction. The provision for
income taxes from continuing operations has alsm la@ljusted for all periods, based upon the foregatjustments to historical results, as
well as the elimination of historical net changesaluation allowances against certain deferrechtmets of Solutia.

Additionally, in the preparation of unaudited posrha sales and earnings from continuing operati®ohjtia's historical consolidated results
have been retrospectively adjusted for the chamgedounting methodology for pension and OPEB péamsarial gains and losses adopted by
Eastman during first quarter 2012. For additionfdrmation, see Note 14 , "Accounting Methodoldglyange for Pension and Other
Postretirement Benefit Plans".

For years ended December 31,

(Unaudited, dollars in millions) 2012 2011
Pro forma sales $ 9,12C $ 9,27t
Pro forma earnings from continuing operations 64C 59¢

Unaudited pro forma earnings from continuing opgeret for 2011 , the beginning of the comparablemeinnual reporting period presented,
have been adjusted to include certain items, ssdimancing, integration, transaction, and restrming costs historically recorded by Eastman
and Solutia directly attributable to the acquisitiovhich will not have an ongoing impact. Thesens include transaction, integration,
financing, and restructuring costs incurred by Bast during 2012 , as well as transaction costlbfrillion and expenses of $19 million for
the accelerated vesting of stock-based compensatiands incurred by Solutia prior to its acquisitiy Eastman. Additionally, the unaudited
pro forma financial results for 2011 have been stgjdi to reflect the additional costs of acquiraegimories. Accordingly, these non-recurring
costs have been eliminated from unaudited pro fazaraings from continuing operations for 2012 .

Sterling Chemicals, Inc. and Scandiflex do Brasi.9ndustrias Quimicas

During third quarter 2011, the Company completedabquisitions of Sterling Chemicals, Inc. ("Stegl)) and Scandiflex do Brasil S.A.
Inddstrias Quimicas ("Scandiflex"). On August 912, Eastman acquired Sterling, a single site Nartterican petrochemical producer, to
produce non-phthalate plasticizers in the Adhestv&$asticizers segment, including Eastman 168 ™ plathhalate plasticizers, and acetic acid
in the Specialty Fluids & Intermediates segmenh S2ptember 1, 2011, in the Adhesives & Plastisigegment, Eastman acquired Scandi

a manufacturer of plasticizers located in S&o Rdrazil. The acquisition of Scandiflex providdgtCompany additional access to Brazilian
plasticizer markets. The total purchase pricebfith acquisitions was $133 million , including aspolosing payment of $10 million to the
previous shareholders of Scandiflex. Transactasiscof $4 million associated with these acquisgiwere expensed as incurred and are
included in the "Selling, general and administratdxpenses" line item in the Consolidated StatesnafriEarnings, Comprehensive Income ant
Retained Earnings. The table below shows the faialalue purchase price allocation for theseuggitjons:

(Dollars in millions)

Current assets $ 33
Properties and equipment 12¢
Intangible assets 11
Other noncurrent assets 2C
Goodwill 33
Current liabilities (23
Long-term liabilities (7C)
Total purchase price $ 13¢
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In connection with the purchase transactions, thia@any recorded goodwill, which represents the &xof the purchase price over the
estimated fair value of net tangible and intangéseets acquired and liabilities assumed. Acquireehgible assets primarily relate to
perpetual air emission credits to which managerhastassigned indefinite lives. Long-term liatkektiprimarily include Sterling pension and
other postretirement welfare plan obligations, &l as Scandiflex contingent liabilities for envirnental and other contingencies. In
connection with the Sterling acquisition, Sterlsndebt was repaid at closing and therefore notidted in the above purchase price allocation.

Other 2011 Acquisitions and Investments in Joinhfdees

On July 1, 2011, the Company acquired Dynaloy, ((l@ynaloy"), a producer of formulated solvents. eTdcquisition was accounted for as a
business combination and is reported in the Adekti& Functional Products segment. Dynaloy add&ri@s science capabilities that are
expected to complement growth of the Additives &é&tional Products segment's electronic materiadymt line. Also in 2011, the Compa
entered into a joint venture for a 30,000 metrit &oetate tow manufacturing facility in China tisaéxpected to be operational in mid-2013,
with investment primarily during 2011 and 2012.

Genovigue Specialties Corporation

On April 30, 2010, Eastman completed the stock lpase of Genovique Specialties Corporation ("Geng/fj which has been accounted for
as a business combination. The acquired businasswlobal producer of specialty plasticizerszbénacid, and sodium benzoate. This
acquisition included Genovique's manufacturing aflens in Kohtla-Jarve, Estonia, Chestertown, Mamgl, and a joint venture in Wuhan,
China. Genovique's benzoate ester plasticizers weatrategic addition to Eastman's existing gépengose and specialty non-phthalate
plasticizers. The acquisition added differentiagdstainablyadvantaged products to Eastman's Adhesives & Bilesmts segment and enhan
the Company's diversification into emerging geogiapegions.

The total purchase price was approximately $160anil including assumed debt of $5 million . Tsantion costs associated with the
acquisition were expensed as incurred. The taddlmabshows the final fair value purchase pricectamn for the Genovique acquisition:

(Dollars in millions)
Current assets $ 48

Properties and equipment 33
Intangible assets 5¢
Other noncurrent assets 2
Goodwill 63
Current liabilities ()]
Long-term liabilities (28)
Total purchase price $ 16¢

Acquired intangible assets consist of $44 milliorestablished customer relationships, $14 milliotrademarks, and $1 million in developed
technology. The customer relationships and dewegldpchnology intangible assets have remainingulbeés of 16 and 7 years,

respectively. Trademarks have been determinedie hn indefinite life. Goodwill, which represetiie excess of the purchase price over the
estimated fair value of net tangible and intangdseets acquired and liabilities assumed, wadatird to the synergies between the acquired
company and Eastman.

Korean Acetate Tow Facility

On March 22, 2010, Eastman Fibers Korea LimitedKE") completed the purchase of the acetate towifiain Ulsan, Korea from SK
Chemicals Co., Ltd. ("SK"), which has been accodrite as a business combination. EFKL is a venbateveen the Company and SK, in
which the Company has controlling ownership andaijgs the facility. This acquisition establisheétate tow manufacturing capacity for the
Company in Asia and supports projected long teressgrowth for acetate tow in the region.

The fair value of total consideration was $111imill, which was paid in installments beginningtfgisarter 2009 and completed second
quarter 2010. The Company has determined thefiiralalue of the acquired assets to be as foligraperty, plant, and equipment of $101
million , inventory of $5 million , and technolo@f $5 million .
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Pro forma financial information for these acquaits has not been presented due to the immatevéidial impact to the Company.
3. DISCONTINUED OPERATIONS

On January 31, 2011, the Company completed theo$éthe polyethylene terephthalate ("PET") busineslated assets at the Columbia, Soutt
Carolina site, and technology of its Performanclymers segment for $615 million and recognizedia gdapproximately $30 million , net of
tax. The Company contracted with the buyer fongition services to supply certain raw materiald services for a period of less than one
year. Transition supply agreement revenues ofapiately$220 million , relating to raw materials, were mthan offset by costs and
reported net in cost of sales. The PET businesgts, and technology sold were substantiallyfale Performance Polymers segment and
therefore the segment operating results are predeastdiscontinued operations for all periods preskeand are not included in results from
continuing operations.

Operating results of the discontinued operationefvtvere formerly included in the Performance Paysnsegment are summarized below:

For years ended December 31,

(Dollars in millions) 2012 2011 2010

Sales $ — 3 105 $ 84¢
Earnings before income taxes — 17 2C
Earnings from discontinued operations, net of tax — 9 9
Gain from disposal of discontinued operations,afeax 1 31 —

4. INVENTORIES

December 31,

(Dollars in millions) 2012 2011
At FIFO or average cost (approximates current cost)
Finished goods $ 941 $ 771
Work in process 28¢ 23¢
Raw materials and supplies 53¢ 358
Total inventories 1,76t 1,36¢
LIFO Reserve (505) (590
Total inventories $ 1260 $ 77¢

Inventories valued on the LIFO method were appraxaly 60 percent and 70 percent of total invensosie of December 31, 2012 and 2011
respectively. December 31, 2012 inventories inaludeentories from the acquired Solutia businesses.

5. PROPERTIES AND ACCUMULATED DEPRECIATION

December 31,

(Dollars in millions) 2012 2011
Properties
Land $ 181 $ 113
Buildings and building equipment 801 772
Machinery and equipment 8,461 7,17¢
Construction in progress 23¢ 322
Properties and equipment at cost $ 9,681 $ 8,38:
Less: Accumulated depreciation 5,50( 5,27¢
Net properties $ 4,181 $ 3,101

Cumulative construction-period interest of $152lionl and $148 million , reduced by accumulated deation of $91 million and $84
million , is included in net properties at DecemBg&r 2012 and 2011 , respectively.
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Interest capitalized during 2012 , 2011 , and 28046 $4 million , $9 million , and $3 million , re=gively.

Depreciation expense related to continuing opeanatisas $309 million , $261 million , and $238 naitlifor 2012 , 2011 , and 2010,
respectively.

6. GOODWILL AND OTHER INTANGIBLE ASSETS

Changes in the carrying amount of goodwill follow:

Additives &

Functional Adhesives & Advanced Specialty Fluids
(Dollars in millions) Products Plasticizers Materials & Intermediates  Other Segments Total
Reported balance at
December 31, 2010 $ 21C % 105 $ 1 $ 56 $ 3 3 37t
Additions 1 33 — — 1 35
Currency translation
adjustments — (4) — — — (4
Reported balance at
December 31, 2011 $ 211 % 134 % 1 $ 56 $ 4 % 40¢€
Additions 74C — 1,02 462 — 2,23(
Impairments — — — — (0] (1)
Currency translation
adjustments (6) (@D} 16 — — 9
Reported balance at
December 31, 2012 $ 94t $ 13: % 1,04 $ 51¢ $ 3 3 2,64¢

As a result of the purchase of Solutia during tljuéirter 2012 and the acquisitions during thirdrgwe2011, primarily Sterling and Scandiflex,
the Company recorded goodwill of $2,230 million &8b million , respectively.

Included in the reported balance for goodwill azetanulated impairment losses of $46 million at Deber 31, 2012 , and $45 million at both
December 31, 2011 and December 31, 2010 .

December 31, 2012 December 31, 2011
Estimated Gross Net Gross

Useful Life in  Carrying Accumulated Carrying Carrying Accumulated Net Carrying
(Dollars in millions) Years Value Amortization Value Value Amortization Value
Amortizable
intangible assets:
Customer
relationships 15-25 % 86 $ 28 % 84C $ 51 $ 6 $ 45
Technology 7-17 454 21 43: 18 2 1€
Other 5-20 4 — 4 11 — 11
Indefinite-lived
intangible assets:
Trademarks 572 — 572 29 — 29
Total identified
intangible assets $ 189¢ $ 50 $ 1,84¢ 10¢ $ 8 ¢ 101

As a result of the purchase of Solutia during tljuérter 2012, the Company recorded intangibletagges1,791 million , primarily for
customer relationships, trademarks, and developgthblogy. As a result of the acquisitions durimigdt quarter 2011, primarily Sterling and
Dynaloy, $22 million was recorded for intangiblesets primarily for perpetual air emission crediid austomer relationships.

97






EASTMIAN
NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEME NTS

Amortization expense of definite-lived intangiblesats related to continuing operations was $ 4omi] $4 million , and $2 million for 2012,
2011, and 2010, respectively. Estimated amortinagixpense for future periods is $79 million in egehr for 2013 through 2017.

See Note 2, "Acquisitions and Investments in Jgettures”, for further details regarding the asdigns of Solutia, Genovique, Sterling,
Scandiflex, and Dynaloy.

7. EQUITY INVESTMENTS

Eastman has a 50 percent interest in and servbg aperating partner in Primester, a joint ventulhéch manufactures cellulose acetate at
Eastman's Kingsport, Tennessee plant. This inwvargtie accounted for under the equity method. trEas's net investment in the joint venture
at December 31, 2012 and 2011 was approximatelyn$lidn and $28 million , respectively, which wesmprised of the recognized portion
of the venture's accumulated deficits, long-ternoants owed to Primester, and a line of credit fiéastman to Primester. Such amounts are
included in other noncurrent assets.

Eastman owns 50 percent or less interest in othetryentures which are accounted for under thatgaguethod and included in other
noncurrent assets. These include a 50 pemtrest in a joint venture that has a manufactufatility in Nanjing, China. The Nanjing facili
produces Eastotdthydrocarbon tackifying resins for pressure-sensitidhesives, caulks, and sealants. In fourth gua®10, the Company
entered into a joint venture with 50 percent insefer the manufacture of compounded celluloseddae ("CDA") in Shenzhen, China. CDA
is a bio-derived material, which is used in varimjection molded applications, including but niotited to ophthalmic frames, tool handles
and other end use products. In 2011, the Compateyel into a joint venture for a 30,000 metric émetate tow manufacturing facility in
China, expected to be operational in mid-2013.trBas has 45 percent ownership of the joint vendime expects to provide 100 percent of the
acetate flake raw material to the joint venturerfrilne Company's manufacturing facility in Kingspolt 2012, the Company entered into a
joint venture to build 50,000 metric ton hydrogenated hydrocarbon resintgh Nanjing, China. The venture will be equallyned by
Eastman and Sinopec Yangzi Petrochemical Companited and is expected to be operational by theoér2914. At December 31, 2012 and
2011 , the Company's investment in these jointwestwas approximately $65 million and $34 milliaespectively.

8. PAYABLES AND OTHER CURRENT LIABILITIES

December 31,

(Dollars in millions) 2012 2011

Trade creditors $ 72 % 52¢
Accrued payrolls, vacation, and variable-incentieenpensation 171 14€
Accrued taxes 76 40
Post-employment obligations 62 58
Interest payable 59 26
Environmental contingent liabilities, current porti 35 —
Other 234 162
Total payables and other current liabilities $ 1,36 $ 961

The current portion of post-employment obligatigan estimate of 2013 payments. Included in "Othbove are certain accruals for payroll
deductions and employee benefits, the currentqrodf hedging liabilities, the current portion eserves for discontinued businesses, and
payables and accruals.
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9. PROVISION FOR INCOME TAXES

Components of earnings from continuing operaticafeie income taxes and the provision (benefit\fd. and other income taxes from
continuing operations follow:

For years ended December 31,

(Dollars in millions) 2012 2011 2010
Earnings from continuing operations before income$
United States $ 651 $ 717 $ 46t
Outside the United States 9 162 152
Total $ 64z $ 88C $ 61¢

Provision (benefit) for income taxes on earningsrfrcontinuing operations
United States

Current $ 12z % 165 % 11¢
Deferred 95 66 29
Outside the United States
Current 27 20 29
Deferred (52 16 1€
State and other
Current 14 16 18
Deferred 2 9 (5)
Total $ 20€ % 274 $ 202

The following represents the deferred tax chargedfit) recorded as a component of accumulated octiaprehensive loss in stockholders'
equity.

For years ended December 31,

(Dollars in millions) 2012 2011 2010
Unrecognized losses and prior service credits émefit plans $ 7 $ (1e) $ (15
Cumulative translation adjustment 1 — 2
Unrealized gains (losses) on cash flow hedges (27) (12) (6)
Total $ (33 % (27) % 19

Total income tax expense (benefit) included indbesolidated financial statements was composekeofailowing:

For years ended December 31,

(Dollars in millions) 2012 2011 2010
Continuing operations $ 20€ % 274 $ 20z
Discontinued operations — 27 1C
Other comprehensive income (33 (27) 19
Total $ 172 % 274 $ 19z
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Differences between the provision for income taxe®arnings from continuing operations and incasmes computed using the U.S. federal
statutory income tax rate follow:

For years ended December 31,

(Dollars in millions) 2012 2011 2010

Amount computed using the statutory rate $ 22¢ % 30 $ 21¢€
State income taxes, net 8 2 8
Foreign rate variance (12 (22) (12
Domestic manufacturing deduction (12 ()] (14
Change in reserves for tax contingencies (12 — —
General business credits — (5) (4)
Other 8 7 7
Provision for income taxes $ 20€ $ 274 $ 20z

The 2012 effective tax rate of 32 percent reflecl2 million tax benefit for favorable audit settlents and the expiration of the relevant
statute of limitations, a $9 million tax benefit fadditional state tax credits, and a $5 milliox ¢harge for nondeductible transaction costs.

The 2011 effective tax rate of 31 percent refleete®8 million tax benefit recognized due to anéased level of capital investment which
qualified for additional state tax credits.

The 2010 effective tax rate of 33 percent refleet&® milliontax charge associated with a nondeductible, edstyillition under the executi
deferred compensation plan of previously earnedpearsation as a result of certain participants iglgaarly withdrawal.

The significant components of deferred tax assaddiabilities follow:

December 31,

(Dollars in millions) 2012 2011
Deferred tax assets
Post-employment obligations $ 715 $ 562
Net operating loss carryforwards 63C 87
Tax credit carryforwards 23C —
Environmental reserves 14t —
Other 82 27
Total deferred tax assets 1,80z 67€
Less valuation allowance (215) (42)
Deferred tax assets less valuation allowance $ 1587 $ 634
Deferred tax liabilities
Depreciation $ (951) $ (799)
Inventory reserves (66€) (44)
Total deferred tax liabilities $ a,617) $ (837)
Net deferred tax liabilities $ (30) % (203)
As recorded in the Consolidated Statements of [EiahRosition:
Other current assets $ 34 $ 2
Other noncurrent assets 30 18
Payables and other current liabilities 3 a3
Deferred income tax liabilities (92) (210
Net deferred tax liabilities $ (30) $ (203)
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Unremitted earnings of subsidiaries outside thaddhGtates, considered to be reinvested indefinitetaled $577 million at December 31,
2012 . Itis not practicable to determine the defitax liability for temporary differences reldt® those unremitted earnings.

For certain consolidated foreign subsidiaries, meand losses directly flow through to taxable mean the United States. These entities are
also subject to taxation in the foreign tax jurgsiins. Net operating loss carryforwards existffeat future taxable income in foreign tax
jurisdictions and valuation allowances are provitteceduce deferred related tax assets if it isentiely than not that this benefit will not |
realized. Changes in the estimated realizable abhufudeferred tax assets associated with net apgrbitsses for these entities could result in
changes in the deferred tax asset valuation alloezamthe foreign tax jurisdiction. At the sameeginbecause these entities are also subject to
tax in the United States, a deferred tax liabildtlythe expected future taxable income will be lelithed concurrently. Therefore, the impact of
any reversal of valuation allowances on consolidiateome tax expense will only be to the extent thare are differences between the Unitec
States statutory tax rate and the tax rate indhagn jurisdiction. A valuation allowance of $&8llion at December 31, 2012 has been
provided against the deferred tax asset resultomg these operating loss carryforwards.

December 31, 2012 , foreign net operating loss/fiamwards totaled $415 million . Of this total, Z& million will expire in 3 to 20 years; and
$289 million have no expiration date.

At December 31, 2012, federal net operating losy/fmwards of approximately $1,250 million weres#table to offset future taxable income,
which expire from 2023 to 2029 . At December 3112Goreign tax credit carryforwards of $187 millisvere available to reduce possible
future U.S. income taxes and which expire from 2@18021 .

A full valuation allowance of $51 million has beprovided against the U.S. deferred tax assetdéocapital loss carryforward a88 million
for Solutia's state net operating loss carryforwafthe valuation allowance will be retained urtére is sufficient positive evidence to
conclude that it is more likely than not that ttedadred tax assets will be realized or the relatatute expires.

As a result of the acquisition transaction, Soluialized a change of ownership for purposes ofi@e882 of the Internal Revenue Code.
Management does not currently expect this changggtdficantly limit the Company's ability to utié Solutia's U.S. net operating loss or
foreign tax credit carryforwards estimated to bpragimately $1,200 million and $187 million , restigely, at December 31, 2012.

Amounts due to and from tax authorities as recomede Consolidated Statements of Financial Rusiti

December 31,

(Dollars in millions) 2012 2011
Miscellaneous receivables $ 38 &

Payables and other current liabilities $ 4 %

Other long-term liabilities 68 1C
Total income taxes payable $ 11z $ 18

A reconciliation of the beginning and ending ameurftunrecognized tax benefits is as follows:

December 31,

(Dollars in millions) 2012 2011 2010

Balance at January 1 $ 10 % 9 $ 6
Additions based on tax positions related to curyeatr — 1 5
Additions based on Solutia acquisition 67 — —
Lapse of statute of limitations (5) — 2
Settlements @) — —
Balance at December 31 $ 65 § 10 $ 9

As of December 31, 2012, 2011, and 2010 , $6Bami] $10 million , and $9 million , respectivelyf unrecognized tax benefits would, if
recognized, impact the Company's effective tax rate
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Interest, net of tax, related to unrecognized &wxdiits is recorded as a component of income tprmse. As of January 1, 201the Compan
had accrued a liability of approximately $1 millitor interest, net of tax and had no accrual farganalties. During 2012 , the Company's
acquisition of Solutia resulted in an addition dfi§illion in accrued interest, net of tax, and ddition of $3 million in accrued penalties, net
of tax. The Company recognized $1 million of expefe interest, net of tax and no penalties assediaith unrecognized tax benefits, offset
by $1 million of income for interest, net of taxssaciated with favorable audit settlements. At Dawmer 31, 2012 , the Company had accrued
balances of $5 million for interest, net of tax bfinand $3 million for penalties, net of tax behef

As of January 1, 2011 , the Company had accruebtdity of approximately $1 million for interestet of tax and had no accrual for tax
penalties. During 2011 , the Company recognizethoome for interest, net of tax and no penaltiedeaisited with unrecognized tax benefits.
At December 31, 2011 , the Company had accruechbedaof $1 million for interest, net of tax benefiild no penalties.

The Company files income tax returns in the UnBégkes and various state and foreign jurisdictiofise Company is no longer subject to {
federal, state and local income tax examinationtakyauthorities for years before 2002. With feweptions, the Company is no longer sub
to foreign income tax examinations by tax authesitior tax years before 2006.

It is reasonably possible that within the next ixeeinonths, as a result of the resolution of fedetate, and foreign examinations and appeals
and the expiration of various statutes of limitafithe unrecognized tax benefits that would affieeteffective tax rate will decrease by a range
of $0 to $26 million. There are no unrecognizedharefits that would not affect the effective tater

10. BORROWINGS

December 31,

(Dollars in millions) 2012 2011
Borrowings consisted of:
7% notes due 2012 $ — % 147
3% debentures due 2015 25C 25C
2.4% notes due 2017 997 —
6.30% notes due 2018 174 17¢€
5.5% notes due 2019 25C 25C
4.5% debentures due 2021 25C 25C
3.6% notes due 2022 893 —
7 1/4% debentures due 2024 243 243
7 5/8% debentures due 2024 54 54
7.60% debentures due 2027 222 222
4.8% notes due 2042 49¢€ —
Credit facility borrowings 95( —
Other 4 6
Total borrowings 4,78: 1,59¢
Borrowings due within one year 4 152
Long-term borrowings $ 477¢  $ 1,44¢

On June 5, 2012, the Company issued 2.4% note2@ein the principal amount of $1.0 hilligi83.6% notes due 2022 in the principal amc
of $900 million , and 4.8% notes due 2042 in thagpal amount of $500 million . Proceeds from #iade of the notes, net of original issue
discounts, issuance costs, and the monetizatiornieyest rate swaps, were $2.3 billion . In addition July 2, 2012, the Company borrowed
the entire $1.2 billion available under the TermahoProceeds from these borrowings were used tampagrt, the cash portion of the Solutia
acquisition, repay Solutia debt, and pay acquisitiosts.

At December 31, 2012 , the Company had repaid $28i@n of borrowings under the Term Loan. The Tdroan contains certain customary
representations, warranties and covenants, ingudiaintenance of certain financial ratios. The @any has been in compliance with all suct
covenants since February 29, 2012, when the Teran kas entered into.
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The Company entered into a $2.3 billion Bridge Légmeement on February 29, 2012 ("Bridge Loan").aA®sult of the issuance of $2.4
billion of notes during second quarter 2012, no ant® were borrowed under the Bridge Loan. The Rridgan was terminated on June 5,
2012 .

The Company has a $750 million revolving crediteggnent (the "Revolving Credit Facility") expiringg@ember 2016 . Borrowings under the
Revolving Credit Facility are subject to interesvarying spreads above quoted market rates anthandment fee is paid on the total unused
commitment. At December 31, 20a8d December 31, 2011, the Company had no outsigubdirrowings under the Revolving Credit Facil

The Revolving Credit Facility provides liquidity gport for commercial paper borrowings and genesgbarate purposes. Accordingly, any
outstanding commercial paper borrowings reduceaippfor borrowings available under the Revolvinge@it Facility. Given the expiration
date of the Revolving Credit Facility, any commatgaper borrowings supported by the Revolving Cteakility are classified as long-term
borrowings because the Company has the abilityirgtedt to refinance such borrowings on a long-teasis.

In April 2012, the Company increased the line @fdir under its accounts receivable securitizatgmre@ment (the "A/R Facility") to $250
million from $200 million and extended the maturdste to April 2015 . Borrowings under the A/R figcare subject to interest rates based
on a spread over the lender's borrowing coststten@€ompany pays a fee to maintain availabilityhef A/R Facility. At December 31, 2012
and December 31, 2011, the Company had no outsigbdirrowings under the A/R Facility. The entiraiéable amount under the A/R
Facility was borrowed and then repaid during tljudirter 2012 and $100 million of the available antawnder the A/R Facility was borrowed
and then repaid during fourth quarter 2012. Thit/#yg is presented on a net basis within the d&slis from financing activities section of the
Statements of Cash Flows.

The Revolving Credit Facility and the A/R Facilitgntain a number of customary covenants and ewémisfault, including the maintenance
certain financial ratios. The Company was in coanpte with all such covenants for all periods pressknSubstantially all of the amounts
under these facilities were available for borrowasgof December 31, 2012 and as of December 31, ZDie Company would not violate
applicable covenants as of December 31, 2012 anfidscember 31, 2011 even if the total availali®ants of the facilities had been drawn.

During second quarter 2012, the Company repai$idé million of 7% notes that matured in April 2012
Fair Value of Borrowings

The Company has determined that its long-term ldnmgs at December 31, 2012 and December 31, 2014 elassified in the fair value
hierarchy as defined in the accounting policieBlaie 1 , "Significant Accounting Policies". Therfaalue for fixed-rate borrowings is based
on current market prices and is classified in lévelThe fair value for the Company's floating-raterowings, which relate to the Term Loan,
equals the carrying value and is classified withirel 2.

Fair Value Measurements at December 31, 2012

Quoted Prices in

Active Markets for  Significant Other Significant
Recorded Amount Identical Assets  Observable Inputs Unobservable
(Dollars in millions) December 31, 2012 Total Fair Value (Level 1) (Level 2) Inputs (Level 3)
Long-term borrowings $ 477¢ 3 516t $ 421 $ 95C $ =

Fair Value Measurements at December 31, 2011
Quoted Prices in

Active Markets for  Significant Other Significant
Recorded Amount Identical Assets  Observable Inputs Unobservable
(Dollars in millions) December 31, 2011 December 31, 2011 (Level 1) (Level 2) Inputs (Level 3)
Long-term borrowings $ 1,44t $ 1,65¢ $ 1,65¢ $ —  $ =
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11. EARLY DEBT EXTINGUISHMENT COSTS

In fourth quarter 2010, the Company completed dréyeepayment of $500 million of its outstandimgg-term debt securities. Total
consideration was $617 million and was comprise$i5®0 million for the face amount of the securitesl $117 million for the early
redemption premium. The early repayment resutieed charge of $115 million for early debt extindumeent costs attributable to the early
redemption premium, offset by hedging gains relébetthe debt restructure. The amounts paid toeréitie securities, including the $117
million early redemption premium, are classifiediaancing activities on the Consolidated Staterm@fitCash Flows. The book value of the
purchased debt was $501 million, as follows:

(Dollars in millions) Book Value
6.30% notes due 2018 $ 24
7 1/4% debentures due 2024 25E
7 5/8% debentures due 2024 14€
7.60% debentures due 2027 7€
Total $ 501

12. DERIVATIVES
Hedging Programs

The Company is exposed to market risk, such asggsain currency exchange rates, commodity pricebjreterest rates. The Company uses
various derivative financial instruments when ajpiate pursuant to the Company's hedging poligesitigate these market risk factors and
their effect on the cash flows of the underlyirgngactions. Designation is performed on a speeifposure basis to support hedge
accounting. The changes in fair value of thesagyimgdinstruments are offset in part or in wholedoyresponding changes in the cash flows of
the underlying exposures being hedged. The Comg@aey not hold or issue derivative financial instemts for trading purposes.

Currency Rate Hedging

The Company manufactures and sells its produasniumber of countries throughout the world and esssult, is exposed to changes in
foreign currency exchange rates. To manage thailityl relating to these exposures, the Compartyg the exposures on a consolidated basis
to take advantage of natural offsets. To managedmaining exposure, the Company enters into koyreptions and forwards to hedge
probable anticipated, but not yet committed, expales and purchase transactions expected withinane than five years and denominated in
foreign currencies (principally the euro, Britisbynd, and Japanese yen) and forward exchange ctntwshedge certain firm commitments
denominated in foreign currencies. These contiaetslesignated as cash flow hedges. The MTM gailasses on qualifying hedges are
included in accumulated other comprehensive incflass) to the extent effective, and reclassifigd Bales in the period during which the
hedged transaction affects earnings.

Commodity Hedging

Raw material and energy sources used by the Congrathgales of certain commodity products by the g are subject to price volatility
caused by weather, supply conditions, economi@btes and other unpredictable factors. To mitigatat-term fluctuations in market prices
for propane, ethane, paraxylene, natural gas, tytbee, the Company enters into option and forveamtracts. These contracts are desigr
as cash flow hedges. The mark-to-market gainessels on qualifying hedges are included in accueulilsther comprehensive income (loss)
to the extent effective, and reclassified into aistales (for commodity purchases) and salesc@iormodity sales) in the period during which
the hedged transaction affects earnings.

Interest Rate Hedging

The Company's policy is to manage interest expasisgy a mix of fixed and variable rate debt. Taage this mix effectively, the Company
from time to time enters into interest rate swapwhich the Company agrees to exchange the diféerertween fixed and variable interest
amounts calculated by reference to an agreed upibonal principal amount. These swaps are destghas hedges of the fair value of the
underlying debt obligations and the interest rétferntial is reflected as an adjustment to indeéexpense over the life of the swaps. As thes
instruments are 100 percent effective, there iBmpact on earnings due to hedge ineffectiveness.

104




EASTMIAN
NOTES TO THE AUDITED CONSOLIDATED FINANCIAL STATEME NTS

From time to time, the Company also utilizes insérate derivative instruments, primarily forwarttshedge the Company's exposure to
movements in interest rates prior to anticipatdat déferings. These instruments are designaterasis flow hedges and are typically 100
percent effective. As a result, there is no curipact on earnings due to hedge ineffectiveness.

The MTM gains or losses on these hedges are inglidaccumulated other comprehensive income (kost)e extent effective, and are
reclassified into interest expense over the terthefrelated debt instruments.

Fair Value Hedges

Fair value hedges are defined as derivative ordesivative instruments designated as and useddgehtihe exposure to changes in the fair
value of an asset or a liability or an identifieattpon thereof that is attributable to a particuigk. For derivative instruments that are
designated and qualify as a fair value hedge, #iire @ loss on the derivative as well as the dfiisgtioss or gain on the hedged item
attributable to the hedged risk are recognizediment earnings. As of December 31, 2012 and Dbeeid, 2011 , the Company had no fair
value hedges.

Cash Flow Hedges

Cash flow hedges are derivative instruments deséginas and used to hedge the exposure to vaahbiléxpected future cash flows that is
attributable to a particular risk. For derivatimstruments that are designated and qualify asla ffew hedge, the effective portion of the gain
or loss on the derivative is reported as a compioofesther comprehensive income, net of incomegae reclassified into earnings in the
same period or periods during which the hedged#etion affects earnings. Gains and losses oddtieatives representing either hedge
ineffectiveness or hedge components excluded fhenassessment of effectiveness are recognizedrent@earnings.

As of December 31, 2012 , the total notional amswfithe Company's foreign exchange forward antbomontracts were €480 million
(approximately $635 million equivalent) and ¥3.Ridm (approximately $35 million equivalent), regpieely, the total notional volume for
contract ethylene sales was approximately 3 miliarrels, and the total notional volume hedgeddedstock was approximately 3 million
barrels. The Company had no hedges for energyterest rate swaps for the future issuance of @&btvard starting interest rate swaps") at
December 31, 2012 .

As of December 31, 2011 , the total notional amswfithe Company's foreign exchange forward antbomontracts were €270 million
(approximately $350 million equivalent) and ¥13illidn (approximately $185 million equivalent), gexctively, the total notional volume
hedged for energy was approximately 1 million mmotillion british thermal units), and the total f@tal volume hedged for feedstock was
approximately 2 milliorbarrels. Additionally, the total notional valuetbe interest rate swaps for the future issuanakebf (“forward startin
interest rate swaps") was $200 million .

Fair Value Measurements

For additional information on fair value measureimsae Note 1, "Significant Accounting Policies".

The following chart shows the financial assets latillities valued on a recurring basis.

(Dollars in millions) Fair Value Measurements at December 31, 2012
Quoted Prices in
Active Markets for Significant Other Significant
Identical Assets Observable Inputs  Unobservable Inputs
Description December 31, 2012 (Level 1) (Level 2) (Level 3)
Derivative Assets $ 28 % —  $ 28 % —
Derivative Liabilities (29 — (19 (5)
$ 4 $ — % 9 % ©)
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(Dollars in millions) Fair Value Measurements at December 31, 2011
Quoted Prices in
Active Markets for Significant Other Significant
Identical Assets Observable Inputs  Unobservable Inputs
Description December 31, 2011 (Level 1) (Level 2) (Level 3)
Derivative Assets $ 34 $ — $ 34 3 =
Derivative Liabilities (23 — (23) —
$ 11 % — $ 11 % =

The majority of the Company's derivative assetschassified as Level 2. Level 2 fair value is lzhea estimates using standard pricing
models. These standard pricing models use inphitstvare derived from or corroborated by observaideket data such as interest rate yield
curves and currency spot and forward rates. Tiheddue of commodity contracts is derived usingifard curves supplied by an industry
recognized and unrelated third party. In additmman ongoing basis, the Company tests a sub#ist\@fluations against valuations received
from the transaction's counterparty to validateabeuracy of its standard pricing models. Courateigs to these derivative contracts are hi
rated financial institutions which the Company beéis carry only a minimal risk of nonperformance.

The Company holds Level 3 assets for commodity edd he fair values of Level 3 instruments aremeined using pricing data similar to
that used in Level 2 financial instruments desatiabove, and reflect adjustments for less liquidkeiz or longer contractual terms. All Level
3 hedges will mature in the current year. The Camypdetermines the fair value of paraxylene deisredforward contracts based on related
inputs that are either readily available in pulfiarkets or can be derived from information avaéahlpublicly quoted markets, and which
influence the actual forward price of the commodiBue to the fact that the forward price of thenoaodity itself is considered unobservable,
the Company has categorized these forward contaadigvel 3. The Company determines the fair vafiethylene derivative forward
contracts using an average of unadjusted forwdnylexte prices provided by industry recognized etgier value its ethylene positions.

The table below presents a rollforward of actifdy these assets for the period ended Decemb&03?P, :

Level 3 Assets

Commaodity
(Dollars in millions) Total Contracts
Beginning balance at January 1, 2012 $ — % —
Realized gain (loss) 4 4)
Change in unrealized gain (loss) 5) 5)
Purchases, sales and settlements 4 4
Transfers (out) in of Level 3 = =
Ending balance at December 31, 2012 $ (5 $ 5

The following chart shows the financial assets latillities valued on a recurring basis and theadtion in the Statement of Financial
Position. The Company had no nonqualifying deniet or derivatives that are not designated asdsedg of December 31, 2012 and
December 31, 2011 .
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Fair Value of Derivatives Designated as Hedging Insiments

(Dollars in millions)

Fair Value Measurements Significant
Other Observable Inputs

Statement of Financial Position December 31, December 31,

Derivative Assets Location 2012 2011
Cash Flow Hedges
Commodity contracts Other current assets $ 7 % 1
Commodity contracts Other noncurrent assets — 1
Foreign exchange contracts Other current assets 8 20
Foreign exchange contracts Other noncurrent assets 13 12
$ 28 % 34

(Dollars in millions)

Fair Value Measurements Significant
Other Observable Inputs

December 31, December 31,

Statement of Financial Position

Derivative Liabilities Location 2012 2011
Cash Flow Hedges
Commodity contracts Payables and other current liabilities $ 13 8
Foreign exchange contracts Payables and other current liabilities 8 7
Foreign exchange contracts Other long-term liabilities 3 7
Forward starting interest rate swap contracts Payables and other current liabilities — 1
$ 24 % 23

Derivatives' Hedging Relationships

(Dollars in millions)

Derivatives in Fair Value Hedging
Relationships

Location of gain/(loss) recognized in Income on

Amount of gain/ (loss) recognized i
Income on Derivatives

December 31, December 31,
2012 2011

Derivatives

Interest rate contracts

Amount of after tax of gain/ (loss)
recognized in Other Comprehensiv
Income on Derivatives (effective

Net interest expense $
$ _

$
$

Pre-tax amount of gain/(loss)
reclassified from Accumulated
Other Comprehensive Income into

Location of gain/(loss)
reclassified from
Accumulated Other

(Dollars in millions) portion) Comprehensive Income Income (effective portion)
Derivatives' Cash Flow December 31,  December 31, into Income (effective December 31,  December 31,
Hedging Relationships 2012 2011 portion) 2012 2011

Commodity contracts $ — 3 (6) Cost of sales $ 22 $ —

Foreign exchange contracts (15) 12 Sales 38 —

Forward starting interest rate

swap contracts (28) (26) Interest Expense 5) —

$ (43 $ (20) $ 1 $ —
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Hedging Summary

At December 31, 2012 and 2011, pre-tax monetizeaitipos and mark-torarket gains and losses from raw materials andggneurrency, an
certain interest rate hedges that were includetaumulated other comprehensive income totalecbappately $75 million in losses and $4
million in losses, respectively. In 2012, lossadarward starting interest rate swaps includetlesaent of those related to the issuance of del
for the Solutia acquisition. Included in accumethbther comprehensive loss at December 31, 2@lbsses associated with forward starting
interest rate swaps monetized in fourth quarted20h 2011, losses on forward starting interett savaps and commaodity contracts more thal
offset gains on foreign exchange contracts. llized, approximately $11 million in pre-tax lossedl be reclassified into earnings during the
next 12 months due to losses amortized into easrfirmgn forward-starting interest rate swaps andden commaodity contracts, partially
offset by gains on foreign exchange contractsfféatéve portions of hedges are immediately recpgdiin cost of sales or other charges
(income), net. For 2012, the ineffective portidrite Company's qualifying hedges was $2 milliohhere were no material gains or losses
related to the ineffective portion of hedges redpgghin 2011 .

The gains or losses on nonqualifying derivativederivatives that are not designated as hedgawanieed to market in the line item "Other
charges (income), net" of the Statements of Easpiagd, in all periods presented, represent forekghange derivatives denominated in
multiple currencies and are transacted and saettléte same quarter. The Company recognized appately $5 million and $1 million net
gain on nonqualifying derivatives during 2012 a®d P, respectively.

13. RETIREMENT PLANS

As described in more detail below, Eastman offarsous postretirement benefits to its employees.

DEFINED CONTRIBUTION PLANS

The Company sponsors a defined contribution empglsyeck ownership plan (the "ESOP"), which is a gonent of the Eastman Investment
Plan and Employee Stock Ownership Plan ("EIP/ESC#PfJan under Section 401(a) of the Internal Reeebode. Eastman anticipates that if
will make a contribution to the EIP/ESOP for thel2(lan year for substantially all U.S. employeggat to 5 percent of their eligible
compensation for that year. Employees may allocatgributions to other investment funds within Ei® from the ESOP at any time without
restrictions. Allocated shares in the ESOP tot2ldd 0,806 ; 2,525,114 ; and 2,763,982 shares Beoémber 31, 2012, 2011, and 2010,
respectively. Dividends on shares held by the EB@P are charged to retained earnings. All shakekby the EIP/ESOP are treated as
outstanding in computing earnings per share.

In July 2006, the Company amended its EIP/ESOPRdwige a Company match of 50 percent of the firgeitent of an employee's
compensation contributed to the plan for employeles are hired on or after January 1, 2007. Emm@eweho are hired on or after January 1,
2007, are also eligible for the contribution to E@OP as described above.

Charges for domestic contributions to the EIP/ES@Re $40 million , $38 million , and $35 millionrf@012, 2011, and 2010, respectively.
DEFINED BENEFIT PENSION PLANS AND POSTRETIREMENT WE LFARE PLANS

Beginning January 1, 2012, the Company electetidoge its method of accounting for actuarial gaims losses for its pension and OPEB
plans as described in Note 1, "Significant AccovgnPolicies" and Note 14 , "Accounting Methodoldglrange for Pension and Other
Postretirement Benefit Plans".

Pension Plans:

Eastman maintains defined benefit pension planstieaide eligible employees with retirement betsefi
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Effective January 1, 2000, the Company's EastmdingReent Assistance Plan, a U.S. defined benefisipm plan, was amended. Employees'
accrued pension benefits earned prior to Janua29dQ are calculated based on previous plan pmnssiising the employee's age, years of
service, and final average compensation as defindtk plans. The amended plan uses a pensiotydquhnula to calculate an employee's
retirement benefits from January 1, 2000 forwaBenefits payable will be the combined pre-2000 post-1999 benefits. Employees hired or
or after January 1, 2007 are not eligible to pgudite in Eastman's U.S. defined benefit pensionspla

In July 2012, as part of its acquisition of Solutlle Company assumed Solutia's U.S. and non-@ffhedl benefit pension plans. Prior to the
acquisition, the U.S. plans had been closed topeaticipants and were no longer accruing additidweglefits. In August 2011, as part of its
acquisition of Sterling, the Company assumed Sig'diU.S. defined benefit pension plan. Priohdcquisition, the plan had been closed to
new participants and was no longer accruing additibenefits. For more information on these agdtjorss, see Note 2 , "Acquisitions and
Investments in Joint Ventures".

Benefits are paid to employees from trust fundent@butions to the trust funds are made as pesnhitly laws and regulations. The pension
trust funds do not directly own any of the Compamgmmon stock.

Pension coverage for employees of Eastman's nondge3ations is provided, to the extent deemedagpiate, through separate plans. The
Company systematically provides for obligationsemslich plans by depositing funds with trusteedeumsurance policies, or by book
reserves.

Postretirement Welfare Plans:

Eastman provides a subsidy toward life insuranealth care, and dental benefits for eligible rerbired prior to January 1, 2007, and a
subsidy toward health care and dental benefitscfirees' eligible survivors. In general, Eastrpeavides those benefits to retirees eligible
under the Company's U.S. plans. Similar benefésadso made available to retirees of Holston Defe@orporation, a wholly-owned
subsidiary of the Company that, prior to Januar§9B9, operated a government-owned ammunition plant

Eligible employees hired on or after January 1,7208ve access to postretirement health care bgndit Eastman does not provide a subsidy
toward the premium cost of postretirement benéditthose employees. A few of the Company's blo8- operations have supplemental he
benefit plans for certain retirees, the cost ofahtis not significant to the Company.

In July 2012, as part of its acquisition of Soluttee Company assumed Solutia's postretirementwveefflans which included a voluntary
employees' beneficiary association ("VEBA") retiteest. In August 2011, as part of its acquisitddrSterling, the Company assumed
Sterling's postretirement welfare plan. For moferimation on these acquisitions, see Note 2 , tAgitions and Investments in Joint
Ventures".
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Consolidated Statements of Financial Position,aadmmary of amounts recognized in accumulated ctiaprehensive income.

Summary of Changes

(Dollars in millions)

Change in projected benefit obligation:
Benefit obligation, beginning of year
Service cost

Interest cost

Actuarial loss (gain)

Curtailment gain

Settlement

Acquisitions

Plan amendments and other

Plan participants' contributions

Effect of currency exchange

Federal subsidy on benefits paid
Benefits paid

Benefit obligation, end of year
Change in plan assets:

Fair value of plan assets, beginning of year
Actual return on plan assets

Effect of currency exchange
Company contributions

Reserve for third party contributions
Plan participants' contributions
Benefits paid

Federal subsidy on benefits paid
Settlements

Acquisitions

Fair value of plan assets, end of year
Funded status at end of year

Postretirement Welfare

Amounts recognized in the Consolidated Statementd o

Financial Position consist of:

Other noncurrent asset

Current liability

Noncurrent liability

Net amount recognized, end of year
Accumulated benefit obligation

Amounts recognized in accumulated other
comprehensive income consist of:

Prior service credit

Pension Plans Plans
2012 2011 2012 2011
u.S. Non-U.S. U.S. Non-U.S.
$ 1531 % 257 $ 1,36z $ 25¢ % 881 $ 827
4C 8 39 6 10 9
86 19 71 16 45 44
19¢€ 88 7C 13 93 38
— — — — — @
_ _ 7) _ _ _
727 291 142 — 167 6
— — — 2 ©) —
— 1 — 1 16 14
— 21 — 2 — —
— — — — 2 —
(119 (13 (14€) (8) (72) (55
$ 246¢ $ 67z $ 1531 % 257 % 1,14C $ 881
$ 1,00: % 27¢ $ 92t % 25% % 55 $ 52
171 54 24 21 13 1
— 17 — (©)) — —
12¢ 21 115 12 38 3€
— — — — (5) 7
— 1 — 1 16 14
(119 (13 (14¢) () (72) (55)
— — — — 2 —
_ _ (7 _ _ _
514 24C 94 — 162 —
$ 1,70 % 59¢€ $ 1,00: $ 27€¢ % 21C  $ b5
$ (764 $ (76) $ (528) $ 19 % (930 $ (82€6)
$ — % 11 8 — % 24 $ 7 % =
() 1) () — (42) (42)
(767) (86) (52%) 5) (89%) (789
$ (764) $ (76) $ (528) $ 19 % 930 $ (82€)
$ 2381 $ 60 $ 1,44¢ % 24C
$ 22 $ — % 26) $ — % 83 $ (99
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The change in projected benefit obligation and glean net assets in 2012 reflects the impact ofidfmmed benefit pension plans and the othe
postretirement welfare plans of the Solutia acgjoisidescribed in Note 2 , "Acquisitions and Invasnts in Joint Ventures".

The change in projected benefit obligation and glean net assets in 2011 reflects the impact otutlse defined benefit pension plan and the
other postretirement welfare plan of the Sterlinguasition described in Note 2 , "Acquisitions dndestments in Joint Ventures".

Components of net periodic benefit cost were devd:

Summary of Benefit Costs and Other Amounts Recognédl in Other Comprehensive Income

Pension Plans Postretirement Welfare Plans
2012 2011 2010 2012 2011 2010
Non- Non- Non-
(Dollars in millions) u.s. U.S. U.S. U.S. U.S. U.S.
Components of net periodic benefit
cost:
Service cost $ 40 $ 8 $ 39 % 6 $ 38 % 6 $ 10 $ 9 3 9
Interest cost 86 19 71 16 70 15 45 44 44
Expected return on assets (103) (24) (82 (18) (72) (14 5) () (©)]
Curtailment (gain)/charg@ — — — — 4 — — @) —
Amortization of:

Prior service cost/(credit) 4 — (14 1 (16) — (19 (22) (23
Mark-to-market adjustmer® 12¢ 58 12¢ (14 45 (20 90 33 38
Net periodic benefit cost $ 147 $ 61 $ 14z $ 9 % 70 $ (13 $ 121 % 56 $ 65
Other changes in plan assets and
benefit obligations recognized in other
comprehensive income:

Curtailment gairt® $ — 8 — $ — $ — 3 2 %$ — $ — 3 5 % —
Current year prior service credit — — — 2 — — 3 — —
Amortization of:

Prior service cost/(credit) (4) — (19 1 (16) — (19 (21) (23)

Total $ 49 $ — $ @19 s 3 $ (18 $ — $ (16 $ (260 $ (23

@ Includes $2 million charge in 2010 and $7 millicwirgin 2011 for the Performance Polymers segmetivttas sold January 31, 2011 and included ir
discontinued operations. For more information,dete 3 , "Discontinued Operations".

@ Includes MTM adjustments for discontinued operatitor 2010 of $5 million for a U.S. pension plard&b millionfor a postretirement welfare pl;

@ For the Performance Polymers segment that waslsoldary 31, 2011 and included in discontinued dipgrsa For more information, see Note 3,
"Discontinued Operations".

Net periodic benefit cost in 2012 reflects the iatpan the defined benefit pension plans and thergibstretirement welfare plans of |
Solutia acquisition described in Note 2 , "Acqudsis and Investments in Joint Ventures".

Net periodic benefit cost in 2011 reflects the iktpan the U.S. defined benefit pension plan andther postretirement welfare plan of -
Sterling acquisition described in Note 2 , "Acqtigsis and Investments in Joint Ventures".

The estimated prior service credit for the U.S.qp@m plans that will be amortized from accumulatéiter comprehensive income into net

periodic cost in 2013 is $4 million . The estimafetbr service credit for the postretirement bengns that will be amortized from
accumulated other comprehensive income into nédgtiercost in 2013 is $20 million .
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The assumptions used to develop the projected bemdifjation for the Company's significant U.Sdamon-U.S. defined benefit pension plans
and U.S. postretirement welfare plans are providdde following tables.

Pension Plans

Postretirement Welfare Plans

Weighted-average assumptions used to
determine benefit obligations for years

ended December 31: 2012 2011 2010 2012 2011 2010
U.S. NonU.S. US. NonUS. U.S. NonU.S.
Discount rate 3.7% 4.1¢% 4.88% 5.4&% 5.2€% 5.71% 3.91% 4.9¢% 5.3%%
Rate of compensation increase 35(% 3.49% 3.5(% 3.82% 35(% 4.1*% 3.5(% 3.5(% 3.5(%
Health care cost trend
Initial 8.0(% 8.0(% 8.0(%
Decreasing to ultimate trend of 5.0(% 5.0(% 5.0(%
in year 201¢ 201¢ 2017
Weighted-average assumptions used to
determine net periodic cost for years
ended December 31: 2012 2011 2010 2012 2011 2010
U.S. Non-U.S. U.S. Non-U.S. U.S. Non-U.S.
Discount rate 45(% 5.06% 5.21% 5.71% 5.72%  5.81% 4.7%% 5.3%% 5.7€¢%
Expected return on assets 812% 6.1% 8.4:% 6.4(% 8.7% 6.41% 3.7%% —% —%
Rate of compensation increase 35(% 3.65% 35 4.15% 3.5(% 4.21% 3.5(% 3.5(% 3.5(%
Health care cost trend
Initial 8.0(% 8.0(% 8.0(%
Decreasing to ultimate trend of 5.0(% 5.0(% 5.0(%
in year 201¢ 2017 201¢

An eight percent rate of increase in per capitd cbsovered health care benefits is assumed fdB20 he rate is assumed to decrease
gradually to five percent in 2019 and remain at keel thereafter. A one percéntrease or decrease in health care cost trenddvave ha
no material impact on the 2012 service and intarests or the 2012 benefit obligation, becauseCtimapany's contributions for benefits are

fixed.

The fair value of plan assets for the U.S. penplans at December 31, 2012 and 2011 was $1,70@mdhd $1,003 million , respectively,
while the fair value of plan assets at Decembe2812 and 2011 for non-U.S. pension plans was $58i®&n and $276 million ,
respectively. At December 31, 2012 and 2011, ¥peeted weighted-average long-term rate of retarthe U.S. pension plans assets W&8
percent and 8.44 percent , respectively. The égdegeighted-average long-term rate of return amdds. pension plans assets was 5.90

percent and 6.44 percent at December 31, 2012 @M Pespectively.
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The following charts reflect the fair value of tthefined pension plans assets as of December 32,&412011.

(Dollars in millions) Fair Value Measurements at December 31, 2012
Quoted Prices in
Active Markets for Significant Other Significant
Identical Assets (Leve  Observable Inputs Unobservable Inputs
Description December 31, 2012 1) (Level 2) (Level 3)

Pension Assets: U.S. Non-U.S. u.S. Non-U.S. U.S. Non-U.S. U.S. Non-U.S.
Cash & Cash Equivalenfs $ 45 $ 12 $ 45 $ 12 $ — 3 — 3 — $ =
Debt®:;

Fixed Income (U.S.) 35E 1 56 — 29¢ 1 — —

Fixed Income (Non-U.S.) — 281 — — — 281 — —

Fixed Income (Global) — 13 — — — 13 — —

U.S. Treasury Securities 39 — — — 39 — — —
Public Equity Fund$:

United States 64C 31 3¢ — 601 31 — —

Non-U.S. 244 80 1€ — 22¢ 8C — —

Non-U.S. Commodities Funds — 9 — 7 — 2 — —

Global — 88 — — — 88 — —
Other®:

Private Equity, Real Estate Funds, a

Other Alternative Investments 37¢ 52 — — — 25 37¢ 27

Multi-Asset Common Collective

Trusts — 29 — — — 29 — —
Total $ 1,702 $ 59€ $ 15¢ $ 19 $ 1,167 $ 55C 37¢ $ 27

@ Cash & Cash Equivalents: The carrying amounts sii @nd cash equivalents are valued at $1 perwinith approximates fair value. Amounts are

generally invested in actively managed common frsds or interest bearing accounts.

@ Debt: The underlying fixed income investments iis tategory are generally held in common trust §ymehich are either actively or passively
managed investment vehicles, that are valued atehasset value per unit/share multiplied by tiloer of units/shares held as of the

measurement date.

@ Public Equity: The underlying equity investmentghis category are generally held in common trustis, which are either actively or passively
managed investment vehicles, that are valued atehasset value per unit/share multiplied by tialoer of units/shares held as of the

measurement date.

@ Other: The underlying investments in this categamgyheld in private investment funds. These inveatsare valued based on the net asset value
provided by the management of each private investfued, adjusted as appropriate, for any lag betvwtbe date of the financial reports anc

measurement date.
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(Dollars in millions) Fair Value Measurements at December 31, 2011
Quoted Prices in Active Significant Other Significant
Markets for Identical Observable Inputs Unobservable Inputs
Description December 31, 2011 Assets (Level 1) (Level 2) (Level 3)

Pension Assets: u.S. Non-U.S. uU.S. Non-U.S. u.S. Non-U.S. u.S. Non-U.S.
Cash & Cash Equivalents $ 7% 2 % 7 $ 2 % — 3 — 3 — $ =
Debt®:

Fixed Income (U.S.) 80 — 5C — 30 — — —

Fixed Income (Non-U.S.) — 147 — — — 147 — —

Fixed Income (Global) — 8 — — — 8 — —

U.S. Treasury Securities 36 — — — 36 — — —
Public Equity Fund$:

United States 38¢€ 21 32 — 354 21 — —

Non-U.S. 13¢ 58 12 — 12¢ 58 — —

Non-U.S. Commodities Funds — 6 — 5 — 1 — —

Global — 3 — — — 3 — —
Other®:

Private Equity, Real Estate Funds

and Other Alternative Investment: 35€ 31 — — — 11 35€ 20
Total $ 1,00: $ 27¢ 3 101 $ 7 % 54€ $ 24¢ 3 35€ $ 20

The following chart reflects the fair value of thestretirement welfare plan assets as of Decenhe2@.2. The postretirement welfare plan is
for the VEBA trust the Company assumed as patt®@&olutia acquisition.

Fair Value Measurements at

(Dollars in millions) December 31, 2012
Quoted Prices in Significant
Active Markets for  Significant Other Unobservable
Identical Assets  Observable Inputs Inputs
Description December 31, 2012 (Level 1) (Level 2) (Level 3)
Postretirement Welfare Assets:
Cash & Cash Equivalents $ 1C 3 1C 3 —  $ —
Debt®:
Fixed Income (U.S.) 143 — 145 —
Fixed Income (Non-U.S.) 3 — 3 —
U.S. Treasury Securities 1 — 1 —
Total $ 157 $ 1C $ 147 $ =

@ Cash & Cash Equivalents: The carrying amounts sii @nd cash equivalents are valued at $1 perniith approximates fair value. Amounts are
generally invested in actively managed common fwrsds or interest bearing accounts.

@ Debt: The underlying fixed income investments iis tategory are generally held in common trust §ymehich are either actively or passively
managed investment vehicles, that are valued atehasset value per unit/share multiplied by thloer of units/shares held as of the
measurement date.

@ Public Equity: The underlying equity investmentghis category are generally held in common trustis, which are either actively or passively
managed investment vehicles, that are valued atehasset value per unit/share multiplied by tialoer of units/shares held as of the
measurement date.

@ Other: The underlying investments in this categme/held in private investment funds. These investmare valued based on the net asset value
provided by the management of each private investfioed, adjusted as appropriate, for any lag betwbe date of the financial reports anc
measurement date.
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The Company valued assets with unobservable irfpeiel 3), specifically its alternative investmentsszestments in private equity and
investments in real estate and other funds unaepithctical expedient method. The practical exg@dinethod allows reporting entities to use
the most recently reported net asset value ("NAM'ualifying investment companies provided it & probable that the investment will be
sold by the reporting entity at an amount differeot the most recently reported NAV.

Fair Value Measurements Using Significant Unobsendae Inputs (Level 3)

U.S. Pension Plans Non-U.S. Pension Plans
Other Other
Private Real Alternative Real Alternative

(Dollars in millions) Equity Estate Investments® Total Estate Investments® Total
Balance at December 31, 2010$ 12¢ % 101 $ 94 $ 324 % 5 $ 15 $ 20
Distributions (30 @) (25) (62 — — —
Unrealized gains/(losses) 23 9 15 47 — — —
Purchases, contributions, and

other 28 10 9 47 — — —
Balance at December 31, 2011 15C 11z 93 35¢€ 5 15 20
Distributions (32 12 (24 (68) — — —
Unrealized gains/(losses) 20 8 11 39 — — 7 7
Purchases, contributions, and

other 32 10 10 52 — — —
Balance at December 31, 2012$ 17¢ §  11€  § N % 3¢ § 5 % 22 % 27

@ Primarily consists of natural resource and eneetpted limited partnership investme

The following chart reflects the target allocatfonthe Company's U.S. and nthS. pension and postretirement welfare plans @i32and th
asset allocation at December 31, 2012 and 2014s$gt category. The postretirement welfare pléor ihe VEBA trust the Company assurn
as part of the Solutia acquisition.

Postretirement Welfare

U.S. Pension Plans Non-U.S. Pension Plans Plan
Plan Assets Plan Assets Plan Assets
at Plan Assets a Plan Assets a at at
Target December December 31, Target  December 31, December Target December
Allocation 31, 2012 2011 Allocation 2012 31, 2011 Allocation 31, 2012
Asset category
Equity securities 55% 52% 52% 34% 35% 32% —% —%
Debt securities 27% 26% 13% 51% 51% 57% 100% 100%
Real estate 6% 7% 11% 4% 3% —% —% —%
Other investmentd 12% 15% 24% 11% 11% 11% —% —%
Total 100% 100% 100% 100% 100% 100% 100% 100%

@ U.S. primarily consists of private equity and natuesource and energy related limited partnerisivigstments. Non-U.S. primarily consists of an atynu
contract and alternative investments.
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The Company's investment strategy for its definexklfit pension plans is to maximize the long-teate of return on plan assets within an
acceptable level of risk in order to minimize thestcof providing pension benefits. A periodic adisdility study is conducted in order to as

in the determination and, if necessary, modificatbthe appropriate long-term investment policytfee plan. The investment policy
establishes a target allocation range for each akss and the fund is managed within those rangbe plans use a number of investment
approaches including investments in equity, re@tesand fixed income funds in which the undedysecurities are marketable in order to
achieve this target allocation. The U.S. plan aisests in private equity and other funds. Difeaation is created through investment across
various asset classes, geographies, fund manawgtisdividual securities. This investment progassrides for a well-diversified portfolio
with no significant concentration of risk. The @stment process is monitored by an investment ctteendomprised of various senior
executives from within Eastman.

In July 2012, as part of its acquisition of Soluttee Company assumed Solutia's defined benefgiperand other postretirement benefit plans
The investment strategy with respect to Solutiafineéd benefit pension assets is to maintain agtad®cation that is diversified among
multiple asset classes, and among multiple manag#is each asset class, in order to minimizerible of large losses and to maximize the
long-term risk-adjusted rate of return. The investirstrategy with respect to Solutia's other ptistrment benefits plan is to invest in a short-
term, well diversified, high quality investment inanments, with a primary objective of capital presgion.

In August 2011, as part of its acquisition of Stey] the Company assumed Sterling's defined bepefision plan. The investment strategy
with respect to Sterling's defined benefit pensissets is to invest the assets in accordance pilicable laws and regulations. The long-tern
primary objectives for the pension assets arelfopovide for a reasonable amount of long-termaginoof capital, with prudent exposure to
risk, and protect the assets from erosion; (2) iploinvestment results that meet or exceed thégpéatuarially assumed long-term rate of
return; and (3) move to matching the duration eflthbilities and assets of the plan to reducerqterisk.

The expected rate of return for all plans was deitezd primarily by modeling the expected long-teates of return for the categories of
investments held by the plans and the targetedaltin percentage against various potential econsngénarios.

The Company funded its U.S. defined benefit penplans in the amount of $124 million in 2012 an@®&illion in 2011.

Benefits expected to be paid from pension plansbemefits, net of participant contributions, expelcto be paid for postretirement welfare
obligations are as follows:

Postretirement

Pension Plans Welfare Plans

(Dollars in millions) uU.S. Non-U.S.

2013 $ 21 $ 18 $ 7C
2014 21z 20 69
2015 214 21 69
2016 207 22 68
2017 19¢ 23 66
2018-2022 884 12¢€ 334
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14. ACCOUNTING METHODOLOGY CHANGE FOR PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS

As previously reported on March 7, 2012, Eastmantel to change its method of accounting for aligains and losses for its pension and
OPEB plans to a more preferable method permittel@u@AAP. The current method recognizes actugeals and losses in the Company's
operating results in the year in which the gaind lasses occur rather than amortizing them overéuperiods. Eastman management believe
that this change in accounting improves transparefceporting of its operating results by recogmigthe effects of economic and interest rat
trends on pension and OPEB plan investments antigmi®ns in the year these actuarial gains and#oase incurred. Historically, Eastman
has recognized pension and OPEB actuarial gainéoaads annually in its Consolidated StatemenErafncial Position as Accumulated Ot
Comprehensive Income and Loss as a component okigitlers’ Equity, and then amortized these gaidsl@sses each period in its
Consolidated Statements of Earnings. The expeaetadh on assets component of Eastman's pensi@ns&ghas historically been calculated
using a five-year smoothing of asset gains andeksand the gain or loss component of pension &tEBOexpense has historically been basec
on amortization of actuarial gains and losseséRaeed 10 percent of the greater of plan assgisofcted benefit obligations over the average
future service period of active employees. Underdurrent method of accounting, these gains assbfare measured annually at the plan's
December 31 measurement date and recorded as anaddjligtment during the fourth quarter of each yaad, any quarters in which an
interim remeasurement is triggered. This methagipis preferable under GAAP since it aligns mdosely with fair value principles and
does not delay the recognition of gains and losgeduture periods. The current method has betwspectively applied to the financial
results of all periods presented.

Under the current method of accounting, Eastmaarisipn and OPEB costs consist of two elementsnddiog costs recognized quarterly,
which are comprised of service and interest cesfsected returns on plan assets, and amortizatipriar service credits; and 2) MTM gains
and losses recognized annually, in the fourth guafteach year, resulting from changes in actbasisumptions for discount rates and the
differences between actual and expected returmdarnassets. Any interim remeasurement triggeyeal durtailment, settlement, or significi
plan change is recognized as an MTM adjustmerttérquarter in which such remeasurement event accurs

Eastman's operating segment results follow intemeagement reporting, which is used for makingatpey decisions and assessing
performance. Historically, total pension and OR®Bts have been allocated to each segment. Inroeiign with the change in accounting
principle, the service cost, which represents #reefits earned by active employees during the gednd amortization of prior service credits
continue to be allocated to each segment. Interests, expected return on assets, and the MTMsed@nt (including any interim
remeasurement) for actuarial gains and lossesnater the changed accounting method included inoratp expense and not allocated to
segments. Management believes this change in sgdiocation better reflects the operating resaflsach business.

Management also elected to change its method oluating for certain costs included in inventoryffeEtive in first quarter 2012, the portion
of pension and OPEB costs attributable to formeplegees (inactives) is not a component of inveatad costs and instead is charged directl
to the cost of sales line item as a period cogiplying this change in inventory retrospectivelg dot have a material impact on previously
reported inventory, cost of sales, or financialiessin any prior period and prior period resulésé not been retrospectively adjusted for this
change in accounting for certain related costauohetl in inventory.

The cumulative effect of the change in accountmgpension and OPEB plans was a decrease in ReétBemaings as of December 31, 2010

(the most recent measurement date prior to thegehaof $626 million , and an equivalent increasAdeumulated Other Comprehensive
Income, leaving total stockholders' equity unchahgBee Note 13, "Retirement Plans".
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Following are the changes to financial statemem liems as a result of the accounting methodobbgyge for the periods presented in the

accompanying consolidated financial statements:

Condensed Consolidated Statement of Earnings, Comghensive Income and Retained Earnings

(Dollars in millions, except per share amounts)
Cost of sale8’
Gross profit
Selling, general and administrative experi8es
Research and development experides
Operating earnings
Other charges (income), net
Earnings from continuing operations before income$
Provision for income taxes from continuing openasio
Earnings from continuing operations
Net earnings
Net earnings attributable to Eastman
Amounts attributable to Eastman stockholders
Earnings from continuing operations, net of tax
Net earnings attributable to Eastman stockholders
Basic earnings per share attributable to Eastman

Earnings from continuing operations

Earnings from discontinued operations

Basic earnings per share attributable to Eastman

Diluted earnings per share attributable to Eastman

Earnings from continuing operations

Diluted earnings per share attributable to Eastman

Comprehensive Income
Net earnings including noncontrolling interest
Amortization of unrecognized prior service credlitsluded in net periodic costs
Total other comprehensive loss, net of tax
Comprehensive income including noncontrolling iagtr
Comprehensive income attributable to Eastman
Retained Earnings
Retained earnings at beginning of period
Net earnings attributable to Eastman
Retained earnings at end of period

For Year Ended December 31, 2012

Previous Effect of
Accounting Accounting
Method Change As Reported
6,197 146 $ 6,34(
1,91( (14¢) 1,762
60C 44 644
19C 8 19¢
1,00( (200) 80C
6 2 8
851 (202) 64¢
27t (69) 20€
57€ (139 442
577 (139 444
57C (139 437
56¢ (139 43€
57C (139 437
3.91 092 $ 2.9¢
0.01 — 0.01
3.92 (0.92) 3.0C
3.81 0.89 $ 2.92
3.82 (0.89) 2.9¢
577 (139 ¢ 444
(14€) 138 (13
(24¢) 138 (15)
42¢ — 42¢
422 — 422
3,43¢ (67¢) $ 2,76(
57C (139 437
3,847 (809) 3,03¢

@ Includes MTM adjustment for pension and OPEB pltsarial net losses of $276 million

@ Updated to reflect first quarter 2012 presentatibather comprehensive incor
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Condensed Consolidated Statement of Earnings, Comghensive Income and Retained Earnings

(Dollars in millions, except per share amounts)
Cost of sales?
Gross profit
Selling, general and administrative experi8es
Research and development expefides
Operating earnings
Earnings from continuing operations before income$
Provision for income taxes from continuing openasio
Earnings from continuing operations
Earnings from discontinued operations, net of tax
Net earnings
Net earnings attributable to Eastman
Amounts attributable to Eastman stockholders
Earnings from continuing operations, net of tax
Net earnings attributable to Eastman stockholders
Basic earnings per share attributable to Eastman

Earnings from continuing operations

Earnings from discontinued operations

Basic earnings per share attributable to Eastman

Diluted earnings per share attributable to Eastman

Earnings from continuing operations

Earnings from discontinued operations

Diluted earnings per share attributable to Eastman

Comprehensive Income
Net earnings including noncontrolling interest

Amortization of unrecognized prior service creditsiuded in net periodic cosfs

Total other comprehensive loss, net of tax
Comprehensive income including noncontrolling iagtr
Comprehensive income attributable to Eastman
Retained Earnings

Retained earnings at beginning of period

Net earnings attributable to Eastman

Retained earnings at end of period

For Year Ended December 31, 2011

Previous Effect of
Accounting Accounting
Method Change As Reported
553t $ 71 % 5,60¢
1,64( (77) 1,56¢
46¢ 12 481
15¢ 1 15¢
1,021 (84) 937
96t (84) 881
307 33 274
65¢ (5)) 607
8 1 9
697 (50) 647
69€ (50 64€
657 (52) 60€
69€ (50) 64€
47C % (0.36) $ 4.34
0.2¢ 0.01 0.2¢
4.9¢ (0.35) 4.6°
45¢ ¢ (039 $ 4.24
0.27 0.01 0.2¢
4.8¢ (0.39 4.52
697 $ (50) % 647
(72) 50 (21)
(10€) 50 (56)
591 — 591
59C — 59C
2,87¢ $ (62¢) $ 2,25:
69€ (50 64€
3,43¢ (67€) 2,76(

@ Includes MTM adjustment for pension and OPEB pkctsarial net losses of $144 million
@ Updated to reflect first quarter 2012 presentatibather comprehensive incor
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Condensed Consolidated Statement of Earnings, Comghensive Income and Retained Earnings

(Dollars in millions, except per share amounts)
Cost of sales?
Gross profit
Selling, general and administrative experi8es
Operating earnings
Earnings from continuing operations before income$
Provision for income taxes from continuing openasio
Earnings from continuing operations
Earnings from discontinued operations, net of tax
Net earnings
Net earnings attributable to Eastman
Amounts attributable to Eastman stockholders
Earnings from continuing operations, net of tax
Earnings from discontinued operations, net of tax
Net earnings attributable to Eastman stockholders
Basic earnings per share attributable to Eastman

Earnings from continuing operations

Earnings from discontinued operations

Basic earnings per share attributable to Eastman

Diluted earnings per share attributable to Eastman

Earnings from continuing operations

Earnings from discontinued operations

Diluted earnings per share attributable to Eastman

Comprehensive Income
Net earnings including noncontrolling interest

Amortization of unrecognized prior service creditsiuded in net periodic cosfs

Total other comprehensive loss, net of tax
Comprehensive income including noncontrolling iagtr
Comprehensive income attributable to Eastman
Retained Earnings

Retained earnings at beginning of period

Net earnings attributable to Eastman

Retained earnings at end of period

For Year Ended December 31, 2010

Previous Effect of
Accounting Accounting
Method Change As Reported
4,36¢ $ 15 $ 4,38:
1,474 (15) 1,45¢
431 3 434
862 (18) 844
63¢ (18) 62(
211 9) 20z
427 9) 41¢
13 4 9
44C (23 427
43¢ (13 42t
42t 9) 41¢€
13 (4) 9
43¢ (13 42t
29t § (0.0 $ 2.8¢
0.0¢ (0.02) 0.07
3.04 (0.09) 2.9t
28t $ (0.0 $ 2.81
0.0¢ (0.01) 0.07
2.9¢ (0.0¢) 2.8¢
44C % (13) ¢ 427
(39) 13 (26)
47 13 (39
39z — 39z
391 — 391
2,57C % (613 $ 1,95i
43¢ (23 42t
2,87¢ (62€) 2,25¢

@ Includes MTM adjustment for pension and OPEB pctsarial net losses of $53 million
@ Updated to reflect first quarter 2012 presentatibather comprehensive incor
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Condensed Consolidated Statements of Financial Pten
December 31, 2012

Previous Effect of
Accounting Accounting
(Dollars in millions) Method Change As Reported
Retained earnings $ 3841 % (80%) $ 3,03¢
Accumulated other comprehensive income (loss) (68€) 80¢ 12z

December 31, 2011

Previous Effect of
Accounting Accounting
(Dollars in millions) Method Change As Reported
Retained earnings $ 3,43¢ $ (67¢) $ 2,76(
Accumulated other comprehensive income (loss) (53¢ 67€ 13¢

Condensed Consolidated Statements of Cash Flows
For Year Ended December 31, 2012

Previous Effect of
Accounting Accounting
(Dollars in millions) Method Change As Reported
Net earnings (loss) including noncontrolling intgre $ 577 $ (133 $ 444
Provision (benefit) for deferred income taxes 117 (69 48
Pension and other postretirement contributiongxcess of) less than expenses 17 13z 15C
Other items, net (117 69 (42

For Year Ended December 31, 2011

Previous Effect of
Accounting Accounting
(Dollars in millions) Method Change As Reported
Net earnings (loss) including noncontrolling intgre $ 697 $ (50 $ 647
Provision (benefit) for deferred income taxes 11 (33 (22
E)ensmn and other postretirement contributiongxcess of) less than expenses, (65) 50 (15
Other items, net) 44 33 77

@ Updated to reflect first quarter 2012 presentatiboash flows from operating activiti

For Year Ended December 31, 2010

Previous Effect of
Accounting Accounting

(Dollars in millions) Method Change As Reported
Net earnings (loss) including noncontrolling intgre $ 44C % 13 $ 427
Provision (benefit) for deferred income taxes 59 (12 47
Pension and other postretirement contributiongxcess of) less than expenses,

@ (@) 13 12
Other items, net) 3 12 15

@ Updated to reflect first quarter 2012 presentatibaash flows from operating activiti
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15. COMMITMENTS
Purchase Obligations and Lease Commitments

The Company had various purchase obligations aémber 31, 2012 , totaling approximately $2.8 hillmver a period of approximately 15
years for materials, supplies and energy incidethé ordinary conduct of busine The Company also had various lease commitments fo
property and equipment under cancelable, noncaieeland month-to-month operating leases totalpar@ximately $205 million over a
period of several years. Of the total lease comritts, approximately 5 percent relate to machiaaedyequipment, including computer and
communications equipment and production equipneapyroximately 60 percentlate to real property, including office spacerage facilities
and land; and approximately 35 percent relateitoard. Rental expense, net of sublease incomg 36& million , $48 million , and $39
million in 2012 , 2011 , and 2010, respectively.

The obligations described above are summarizeleridliowing table:

(Dollars in millions) Payments Due For

Credit

Facility

Notes and Borrowings Interest Purchase Operating
Period Debentures and Other Payable Obligations Leases Total

2013 $ — 3 4 % 174  $ 39C $ 47 % 61t
2014 — 17¢ 162 49¢ 34 85¢
2015 25C 27C 162 407 27 1,11¢
2016 — 33C 154 26¢ 23 77€
2017 997 18C 14z 26C 21 1,60(
2018 and beyond 2,582 — 1,147 952 55 4,731
Total $ 3,82¢ $ 954 % 193¢ $ 2,771 $ 207 $ 9,691

Accounts Receivable Securitization Program

Effective January 1, 2010, the Company adopted deteaccounting guidance for transfers of finanagslets which impacts the financial
statement presentation for activity under the Camisa$200 million accounts receivable securitizapoogram. Beginning for periods after
December 31, 2009, transfers of receivables intethat were previously treated as sold and reméeed the balance sheet will be includec
trade receivables, net and reflected as securedviogs on the balance sheet. The Company's Seéatieofi Financial Position at December
2010 reflects an increase in trade receivables) $20ion of which was transferred at December 3109 under the securitization program anc
reduced cash flows from operating activities byt #traount for 2010. As a result of the adoptiothis accounting guidance, any amounts
drawn on this accounts receivable securitizatiagmm would be accounted for as secured borrovangdisclosed in Note 10,
"Borrowings".

Guarantees

The Company has operating leases with terms thatreethe Company to guarantee a portion of theluesvalue of the leased assets upon
termination of the lease as well as other guarantd@isclosures about each group of similar guesmare provided below.

Residual Value Guarantees
The Company has operating leases with terms thatreethe Company to guarantee a portion of theluesvalue of the leased assets
upon termination of the lease. These residualevgliarantees at December 31, 2012 totaled $11i@maind consisted primarily of leas

for railcars and Company aircraft and will expiegimning in 2016. Management believes, based memrifacts and circumstances, that
the likelihood of material residual guarantee paytaés remote.
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Other Guarantees

Guarantees and claims also arise during the ondow@urse of business from relationships with je@mture partners, suppliers, customers
and other parties when the Company undertakes lagattbn to guarantee the performance of otherspécified triggering events

occur. Non-performance under a contract couldj&igan obligation of the Company. The Companyeeat other guarantees include
guarantees relating primarily to intellectual pndpeenvironmental matters, and other indemnifimasi and have arisen through the norma
course of business. The ultimate effect on fufun@ncial results is not subject to reasonablevetion because considerable uncertainty
exists as to the final outcome of these claimthdf/ were to occur. These other guarantees leavestof between 1 and 15 years with
maximum potential future payments of approxima&39 million in the aggregate, with none of thesargatees individually significant to
the Company's operating results, financial posjtariquidity. The Company's current expectatiothat future payment or performance
related to non-performance under other guaranseesrisidered remote.

16. ENVIRONMENTAL MATTERS

Certain Eastman manufacturing sites generate hazsighd nonhazardous wastes, the treatment, stdraggportation, and disposal of which
are regulated by various governmental agenciesormection with the cleanup of various hazardoastasites, the Company, along with
many other entities, has been designated a pdtgméaponsible party ("PRP"), by the U.S. Enviramtal Protection Agency under the
Comprehensive Environmental Response, Compensatidhiability Act, which potentially subjects PR®sjoint and several liability for suc
cleanup costs. In addition, the Company will beuieed to incur costs for environmental remediatonl closure and postclosure under the
federal Resource Conservation and Recovery AckeRres for environmental contingencies have betabkeshed in accordance with
Eastman's policies described in Note 1 , "Signifiogccounting Policies". The Company's total reedpr environmental contingencies was
$394 million and $39 million at December 31, 20h2 2011 , respectively. At December 31, 2012 &1l 2 this reserve included $8 million
and $6 million , respectively, related to sitesviwasly closed and impaired by Eastman, as wedites that have been divested by Eastman b
for which the Company retains the environmentddiliy related to these sites. Amounts at Decen#ier2012 included environmental
contingencies assumed in the acquisition of Soliduly 2, 2012. See Note 2 , "Acquisitions antgefiments in Joint Ventures".

Estimated future environmental expenditures foraeiation costs ranged from the minimum or bestret# of $365 million to the maximum
of $623 million and from the minimum or best estienaf $11 million to the maximum of $29 million Becember 31, 2012 and 2011 ,
respectively. The maximum estimated future costansidered to be reasonably possible and in¢chelamounts accrued at both
December 31, 2012 and 2011 . Although the reswmiuf uncertainties related to these environmeantdters may have a material adverse
effect on the Company's consolidated results ofaifmns in the period recognized, because of explesitaring of costs, the availability of le
defenses, and the Company's preliminary assessrhaations that may be required, management doelsatieve that the Company's liability
for these environmental matters, individually othie aggregate, will be material to the Companytssolidated financial position or cash
flows.

For facilities that have environmental asset retgat obligations, the best estimate accrued toasatethe facilities' estimated useful lives for
these asset retirement obligation costs were $2®mand $28 million at December 31, 2012 and 20fdspectively.

Reserves for environmental remediation that manageivelieves to be probable and estimable arededaappropriately as current and long
term liabilities in the Consolidated Statementd-ifancial Position. These reserves include liabdiexpected to be paid out within g€ars
The amounts charged to pe« earnings for environmental remediation andteelzharges are included in cost of goods soldotimel charge
(income), net, and are summarized below:

(Dollars in millions)

Balance at December 31, 2011 $ 11
Assumed remediation reserve from acquisition otital 36¢€
Net charges taken 1
Cash reductions (15
Balance at December 31, 2012 $ 36¢
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The Company's total environmental reserve for @emvirental contingencies, including remediation cast$ asset retirement obligations, is
recorded in the Consolidated Statements of FinhRcisition as follows:

December 31,

(Dollars in millions) 2012 2011

Environmental contingent liabilities, current $ 35 $ =
Environmental contingent liabilities, long-term 35¢ 39
Total $ 394 $ 39

On July 2, 2012, as described in Note 2 , "Acquisg and Investments in Joint Ventures”, the Compmampleted the acquisition of Solutia,
resulting in a $368 million increase to the Compsamgserve for remediation costs and $1 millioadditional asset retirement obligation costs
Included in the additional remediation reservecrsts associated with damages to natural resourhesadditional environmental remediation
reserve includes costs of $149 million and $10T7ionilrelated to the Anniston, Alabama and the Sgutiois plant sites, respectively.

Additionally, costs of certain remediation projeitsluded in the assumed environmental reservewdgct to a cost-sharing arrangement witt
Monsanto Company ("Monsanto") under the provisiohthe Amended and Restated Settlement Agreemfattiee February 28, 2008 (the
"Effective Date"), into which Solutia entered witonsanto upon its emergence from bankruptcy (therf$énto Settlement Agreement”).
Under the provisions of the Monsanto Settlementeagrent, the Company shares responsibility with Motesfor remediation at certain
locations outside of the boundaries of plant sitesnniston, Alabama and Sauget, lllinois (the "&thSites"). The Company is responsible fo
the funding of environmental liabilities at the & Sites up to a total of $325 million from thdeetive Date. If remediation costs for the
Shared Sites exceed this amount, such costs wikk#iter be shared equally between the Companiandanto. Including payments by
Solutia prior to its acquisition by Eastman, $4%ion had been paid for costs at the Shared Skexf ®ecember 31, 2012 . As of

December 31, 2012 , an additional $229 million lesn accrued for estimated future remediation @idtee Shared Sites, over a period of
thirty years.

During third quarter 2011, as described in Noté/&cquisitions and Investments in Joint Venturd® Company completed the acquisitions of
Sterling and Scandiflex, resulting in a $4 millimerease to the reserve for environmental contiogsnconsisting of an additional $1 million
environmental asset retirement obligation costseaminimum or best estimate of $3 million to a nmaxim of $4 million of estimated future
environmental expenditures for remediation.

The Company completed the sale of the PET busmresanuary 31, 2011. As a result, $3 million isedsetirement obligation costs were
divested.

Environmental costs are capitalized if they extdrallife of the related property, increase its citgaand/or mitigate or prevent future
contamination. The cost of operating and maintgrénvironmental control facilities is charged xpense.

The Company's cash expenditures related to envieatahprotection and improvement were $262 milli&219 million , and $200 million in
2012, 2011, and 2010, respectively. These atsauere primarily for operating costs associatetth whvironmental protection equipment
and facilities, but also included $34 million ar@gb$million in expenditures for engineering and d¢amgtion in 2012 and 2011, respectively.
Expenditures in 2012 also included costs and experd in the second half of the year for sitesu@reql in the acquisition of Solutia.

In fourth quarter 2012, the Company recognizedtasggirments of $17 million due to a change inrapgh to address recently finalized
boiler air emissions regulations. See Note 19 séAsmpairments and Restructuring Charges (Gawet), for additional information.
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17. LEGAL MATTERS
General

From time to time, the Company and its operatigesparties to, or targets of, lawsuits, claimsgestigations and proceedings, including
product liability, personal injury, asbestos, patemd intellectual property, commercial, contractyironmental, antitrust, health and safety,
employment matters, which are being handled anendiefd in the ordinary course of business. Wh#eGhmpany is unable to predict the
outcome of these matters, it does not believe,doapen currently available facts, that the ultimasolution of any such pending matters will
have a material adverse effect on its overall fai@rcondition, results of operations, or cash flow
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18. STOCKHOLDERS' EQUITY

EASTMVIAN

A reconciliation of the changes in stockholdersliggfor 2012 , 2011 , and 2010 is provided below:

Total
Accumulated Stockholders'
Common Other Treasury Equity
Stock at Par Paid-in Retained Comprehensive Stock at Attributed to Total
Value Capital Earnings Income (Loss) Cost Eastman Noncontrolling Stockholders'
(Dollars in millions) $ $ $ $ $ $ Equity $
Balance at December
31, 2009 2 661 1,957 22¢ (2,335 1,51% 27 1,54(
Net Earnings — — 42k — — 42t 2 427
Cash Dividends
Declared® — — (129 — — (229) — (129)
Other Comprehensive
Loss — — — (34) — (34) — (34)
Share-based
Compensation Cosfd — 24 — — — 24 — 24
Stock Option Exercises — 10z — — — 10z — 10z
Other® — 6 — — — 6 3 9
Stock Repurchases — — — — (280) (280) — (280)
Balance at December
31, 2010 2 79z 2,257 194 (2,615 1,62 32 1,65¢
Net Earnings — — 64¢ — — 64¢€ 1 647
Cash Dividends
Declared® — — (139) — — (139) — (139)
Other Comprehensive
Loss — — — (5€) — (5€) — (5€)
Share-based
Compensation Cosfs — 39 — — — 3¢ — 3¢
Stock Option Exercises — 59 — — — 5¢ — 5¢
Other® — 9 — — 1 1C — 1C
Stock Repurchases — — — — (316) (31¢) — (31¢)
Distributions to
noncontrolling interest = = = = = = 2 2
Balance at December
31, 2011 2 90C 2,76( 13¢ (2,930 1,87( 31 1,901
Net Earnings — — 437 — — 437 7 444
Cash Dividends
Declared® — — (159) — — (159) — (159)
Other Comprehensive
Loss — — — (15) — (15) — (15)
Share-based
Compensation Cosf& — 25 — — — 25 — 25
Stock Option Exercise: — 40 — — — 4C — 4C
Shares Issued for
Business Combination — 73C — — — 73C — 73C
Other® — 14 — — 1 il — il
Noncontrolling interests
associated with
acquisition — — — — — — 50 5C
Distributions to
noncontrolling interest = = = = = = 3 3
Balance at December
31, 2012 2 1,70¢ 3,03¢ 12z (1,929 2,94: 85 3,02¢

@ Includes cash dividends paid and dividends decldnatunpaic

@ Includes the fair value of equity share-based aweedognized for shateased compensatic

®  Paid in capital includes tax benefits/charges irgjato the difference between the amounts dedwctit federal income taxes over the ama
charged to income for book value purposes have hégisted to paiéh capital and other items. Equity attributablentmcontrolling interest includ
adjustments for currency revaluation.
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The Company is authorized to issue 400 million ebarf all classes of stock, of which 50 million nimeypreferred stock, par value $0.01 per
share, and 350 million may be common stock, pare/&D.01 per share. The Company declared divideadshare of $1.080 in 2012 , $0.990
in 2011, and $0.895 in 2010 .

On July 2, 2012, as part of the Company's acqorsitic Solutia, the Company issued 14.7 million skarf Eastman common stock and
4,481,250 warrants to purchase 0.12 shares of Bastommon stock and $22.00 cash per warrant upgmeya of the warrant exercise price
of $29.70 . The warrants expire on February 27326br more information, see Note 2 , "Acquisiti@ml Investments in Joint Ventures". As
of December 31, 2012, there were 4,473,356 war@rttanding.

The Company established a benefit security tru$®Bi7 to provide a degree of financial securitydofunded obligations under certain
unfunded plans and contributed to the trust a witapurchase up to 6 million shares of commonkstd the Company for par value. The
warrant, which remains outstanding, is exercisapléhe trustee if the Company does not meet ceftmiding obligations, which obligations
would be triggered by certain occurrences, inclgdirchange in control or potential change in copg®defined, or failure by the Company to
meet its payment obligations under certain covergdnded plans. Such warrant is excluded fronctmputation of diluted earnings per
share because the conditions upon which the wabeedmes exercisable have not been met.

The additions to paid-in capital for 2012 are priitydfor shares issued as part of the acquisitibBautia and employee stock option exercises
and compensation expense of equity awards. Théi@uslin 2011 and 2010 are primarily the resukemiployee stock option exercises and
compensation expense of equity awards.

In October 2007, the Company's Board of Directotbarized $700 million for repurchase of the Compsioutstanding common stock. The
Company completed all repurchases under the $7i@miepurchase authorization in November 201@uéring a total of 22.4 million
shares. In August 2010, the Company's Board afdBors authorized $300 million for repurchase ef@ompany's outstanding common
stock. The Company completed all repurchases wthée$300 million repurchase authorization in JB@#1, acquiring a total of 7.1 million
shares. In February 2011, the Company's Boardretirs authorized an additional repurchase abug800 million of the Company's
outstanding common stock at such times, in suchuatspand on such terms, as determined to be ibdaseinterests of the Company. As of
December 31, 2012 , a total of 4.8 million shar@gshbeen repurchased under this authorization timahof approximately $202

million . There were no share repurchases in 2012

The Company's charitable foundation held 60,48%eshaf the Company's common stock at December@P 288,456 shares at December
31, 2011, and 152,796 shares at December 31,\20ith are included in treasury stock.

For 2012, 2011, and 2010 , the weighted averaggrr of common shares outstanding used to conyasie earnings per share was 145.5
million , 139.7 million , and 144.2 million , resgdévely, and for diluted earnings per share was 148illion , 143.1 million , and 147.8

million , respectively, reflecting the effect ofdive share-based equity awards outstanding.2B&P , the only shares excluded from the
computation of diluted earnings per share were&Bbshares issuable upon exercise of the warrssusd in the Solutia acquisition. Stock
options excluded from the 2011 , and 2010 calaubadif diluted earnings per share were 408,850 &6¢380 , respectively, because the total
market value of option exercises for these awa@s less than the total cash proceeds that woulddagéved from these exercises.

For years ended December 31,

Shares of common stock issugd 2012 2011 2010
Balance at beginning of year 196,455,13: 193,688,89I 189,550,12!
Issued for employee compensation and benefit plans 2,263,78: 2,766,24: 4,138,76:
Issued for Solutia acquisition and related warrants 14,687,60¢ 0 0
Balance at end of year 213,406,52. 196,455,13: 193,688,89(

@ Includes shares held in treasury.
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ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX

Benefit Plans Accumulated

Cumulative Unrecognized Unrealized Gains Other

Translation Prior Service (Losses) on Cash Unrealized Losses Comprehensive

Adjustment Credits Flow Hedges on Investments Income (Loss)
(Dollars in millions) $ $ $ $ $
Balance at December 31, 2010 79 99 17 (@D} 194
Period change (15) (21) (20) — (5€)
Balance at December 31, 2011 64 78 (©)] (@D} 13¢
Period change 41 (13 43 — (15)
Balance at December 31, 2012 10¢ 65 (46) (2) 12t

Amounts of other comprehensive income (loss) aeegnited net of applicable taxes. The Companydsateferred income taxes on the
cumulative translation adjustment related to brampérations and other entities included in the Camyfs consolidated U.S. tax return. No
deferred income taxes are provided on the cumaatanslation adjustment of subsidiaries outsigelthited States, as such cumulative
translation adjustment is considered to be a compoof permanently invested, unremitted earningh@$e foreign subsidiaries.

Components of other comprehensive income record#tki Consolidated Statements of Earnings, Compsie Income and Retained
Earnings are presented below, before tax and rteixa#ffects:

For year ended December 31,

2012 2011 2010
Before Net of Before Net of Before Net of

(Dollars in millions) Tax Tax Tax Tax Tax Tax
Other comprehensive income (loss)
Change in cumulative translation adjustment $ 42 $ 41 $ (15 $ s $ 4 $ 2
Defined benefit pension and other postretiremenefieplans:

Amortization of unrecognized prior service creditsluded in

net periodic costs (20 (13 (37 (22) (42) (26)
Derivatives and hedging:

Unrealized (loss) gain (59 (36) (32) (20 29 18

Reclassification adjustment for gains includedatincome (11) (7) — — (45) (28)
Total other comprehensive income (loss) $ 49 $ (19 8 (B) $ (56 8 (33 8 9

19. ASSET IMPAIRMENTS AND RESTRUCTURING CHARGES (GAINS) , NET

Asset impairments and restructuring charges (ganet) totaled $120 million charge, $8 million gaamd $29 million charge in 2012, 2011,
and 2010, respectively. Asset impairments anduetsiring charges in 2012 consisted primarily gfragimately $80 million of costs to exit
businesses and discontinue product lines and negtajects. Business exits consisted primarilye#Esed operations in Sao Jose dos Campos.
Brazil, and China, and ceased research and develupautivities for renewable chemicals. Acquisitietated restructuring charges were
primarily for severance associated with the actjaisiand integration of Solutia. Asset impairmesntsl restructuring charges and gains in 201
consisted primarily of a $15 million gain from thele of the previously impaired methanol and ammassets related to the discontinued
industrial gasification project and $7 millidor severance associated with the acquisition atetjration of Sterling. For additional informat
related to the acquisition of Solutia, see NotéR&cquisitions and Investments in Joint VenturgsSset impairments and restructuring charges
totaled $29 million during 2010, primarily relatemlseverance and pension curtailment resulting froroluntary separation program.
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For years ended December 31,

(Dollars in millions) 2012 2011 2010
Fixed asset impairments $ 41 % — 3 =
Gain on sale — (15 —
Intangible asset and goodwill impairments 5 — 8
Severance charges 33 7 18
Site closure and restructuring charges 41 —

Total $ 12C % 8 $ 29

2012

During 2012, there were $120 million in asset immpaints and restructuring charges and gains, net.

In fourth quarter 2012, the Company terminated gerating agreement at the acquired Solutia fadititgao Jose dos Campos, Brazil. This
resulted in asset impairments and restructuringgasaof $35 million Restructuring charges for the shutdown of mariufagy activities at th
site included contract terminations costs for sawee and other required costs under the operagireggment. Additionally, the Company
recorded asset impairments for long-lived assetseasite, based on fair value indicators.

In fourth quarter 2012, management approved theuckoof a production facility in China. Based osibess analysis completed in fourth
quarter, the Company concluded the production®fétated product lines would be most efficientyfprmed in its Kingsport, Tennessee
facility. This resulted in the Company recognizamgset impairment and restructuring charges of #émi

During 2012, acquisition related restructuring degrof $32 million were recorded primarily for sewece costs associated with the acquisitiol
and integration of Solutia.

During 2012, the Company ceased research and gewelt activities for renewable chemicals at aiséequired in 2011, resulting in asset
impairments and restructuring charges of $4 million

In fourth quarter 2012, the Company recognizedtasggirments of $17 million due to a change inrapgh to address recently finalized
boiler air emissions regulations. The Company Inadrred engineering costs associated with requiredifications for its existing steam and
electric generation capacity. However, based orctingent availability of natural gas and the lowest of operation, management determined
that conversion to natural gas fueled boilers wagencost efficient. The Company entered into lasgrt natural gas supply agreements with a
third party in fourth quarter 2012, triggering tingpairment of the project.

During fourth quarter 2012, management decidedswoditinue certain products in its Perennial W8bdusiness and shift from an aggressive
growth strategy. With the change in strategy, mangent expects significantly lower production voésmas focus is given to market and
product development efforts. As a result, a restming charge of $17 million was recognized inrfawquarter for inventory costs in excess of
recoverable value on certain discontinued prodoesland to accrue for losses on take-or-pay cotstwith third parties. An analysis was
performed to determine what, if any, impairment rbayrequired for the associated fixed assets. dBase¢he expected life of the assets and
intended uses within the Company's continuing dagdy initiatives, no impairment was deemed neaBsss

The Company also recognized asset impairmentstktatland retained from the previously discontthirelustrial gasification project. Based
on fair value indicators, the carrying value of Beaumont land was reduced by $6 million .

2011
During 2011, the Company recorded $8 million net ga asset impairments and restructuring chargams), net. A gain of $15 million was

recognized from the sale of the previously impaimregthanol and ammonia assets related to the diaoeudtindustrial gasification project and
restructuring charges of $7 million primarily f@werance associated with the acquisition and iategr of Sterling.
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2010

During 2010, the Company recorded $29 million isea$mpairments and restructuring charges (gaies),consisting primarily of severance,
pension curtailment, and an intangible asset impat. Severance charges of $18 million includesl iilion for the previously announced
voluntary separation program in fourth quarter 26f.&pproximately 175 employees and $3 million @ity for severance associated with the
acquisition and integration of Genovique in secqudrter 2010. Restructuring charges of $2 milfmmpension curtailment also related to the
previously announced voluntary separation prografourth quarter 2010. Due to an environmentalif&gry change during fourth quarter
2010 impacting air emission credits remaining fritve previously discontinued industrial gasificatpmoject, the Company recorded an
intangible asset impairment of $8 million .

The following table summarizes the changes in edésdescribed above, other asset impairmentseatrdicturing charges and gains, the non
cash reductions attributable to asset impairmamid,the cash reductions in shutdown reserves f@rarce costs and site closure costs paid:

Balance at Balance at
January 1, Provision/ Non-cash Cash December 31,
(Dollars in millions) 2010 Adjustments Reductions Reductions 2010
Noncash charges $ — 3 8 $ 8 $ — 3 —
Severance costs 3 18 — (6) 15
Site closure & restructuring costs — (3 — —
Total $ 3 % 28 % 1) $ 6) $ 15
Balance at Balance at
January 1, Provision/ Non-cash Cash December 31,
2011 Adjustments Reductions Reductions 2011
Noncash charges $ — % 15 $ 15 % — 8 —
Severance costs 15 7 — (20
Total $ 15 $ Qe $ 15 3 (200 $
Balance at Balance at
January 1, Provision/ Non-cash Cash December 31,
2012 Adjustments Reductions Reductions 2012
Noncash charges $ — 3 43 3 (43 $ — 3 —
Severance costs 2 34 — (32 4
Site closure & restructuring costs = 43 (20 2 21
Total $ 2 3 12C % (63) $ (349 ¢ 25

During 2012 and 2011, the Company accrued for eyegl@eparations associated with the acquisitiorirdadration of Solutia and Sterling,
respectively. Substantially all separation payrsént the 2012 and 2011 accruals were completethbyary 2013, and all 2010 separation
payments were completed as of December 31, 2012ing2010, the Company accrued for approximat@ly @nployee separations.

20. OTHER CHARGES (INCOME), NET

For Years Ended December 31,

(Dollars in millions) 2012 2011 2010

Foreign exchange transactions (gains) losses, net $ 4 $ 2 $ 8
Solutia financing costs 23 — —
Investments gains, net 9 (1€) D
Other, net 2 (2 3
Other charges (income), net $ 8 $ (20) $ 1C
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Included in other charges (income), net are gailgsses on foreign exchange transactions, realts equity investments, gains or losses on
business venture investments, gains from the $alereoperating assets, certain litigation costesfon securitized receivables, other non-
operating income, and other miscellaneous itenwduti@ financing costs in 2012 were primarily fées Solutia acquisition borrowings.
Investment gains in 2012 and 2011 included inctasenings from the Nanjing, China joint venturezdstment gains in 2011 also included
sales of business venture investments.

21. SHARE-BASED COMPENSATION PLANS AND AWARDS
2012 Omnibus Stock Compensation Plan

Eastman's 2012 Omnibus Stock Compensation Plai2'@nnibus Plan") was approved by stockholderseaMay 3, 2012 Annual Meeting
of Stockholders and shall remain in effect unslfifth anniversary. The 2012 Omnibus Plan autesrthe Compensation and Management
Development Committee of the Board of Directorsgi@nt awards, designate participants, determi@éyibes and numbers of awards,
determine the terms and conditions of awards atetmiée the fornof award settlement. Under the 2012 Omnibus Rlenaggregate numkt
of shares reserved and available for issuance million , which will consist of a number of shares not wasly authorized for issuance un
any other plan. The number of shares covered laneand is counted against this share reserve e @frant date of the award. Shares
covered by full value awards (e.g. performanceeshand restricted stock awards) are counted aghmsbtal number of shares available for
issuance or delivery under the plan as 2.5 sharesvery one share covered by the award. Any sdstkibuted pursuant to an award may
consist of, in whole or in part, authorized andssoid stock, treasury stock, or stock purchaseldeoapen market. Under the 2012 Omnibus
Plan and previous plans, the forms of awards hasleded: restricted stock and restricted stocksustock options, stock appreciation rights
("SARs"), and performance shares. The 2012 Omriithars is flexible as to the number of specific feraf awards, but provides that stock
options and SARs are to be granted at an exerdise mot less than 100 percent of the per sharerfaiket value on the date of the grant .

Director Stock Compensation Subplan

Eastman's Director Stock Compensation Subplan étars' Subplan”), a component of the 2012 Omnitias, remains in effect until
terminated by the Board of Directors or the eatlkemination of the 2012 Omnibus Plan. The DirestS8ubplan provides for structured awi:
of restricted shares to non-employee members dBtfaed of Directors. Restricted shares awardecutite Directors' Subplan are subject to
the same terms and conditions of the 2012 Omnibars Prhe Directors' Subplan does not constitigefarate source of shares for grant of
equity awards and all shares awarded are paredt@million shares authorized under the 2012 Oomlan. Shares of restricted stock are
granted on the first day of a non-employee dirégtoitial term of service and shares of restricteutk are granted each year to each non-
employee director on the date of the annual meetirsjockholders.

The Company is authorized by the Board of Directorder the 2012 Omnibus Plan to provide grantsripleyees and non-employee member
of the Board of Directors. It has been the Comfsapsactice to issue new shares rather than treabares for equity awards that require
settlement by the issuance of common stock andttdeld or accept back shares awarded to covereflaged income tax obligations of
employee participants. Shares of non-employeetdire are not withheld or acquired to satisfy thtikaolding obligation related to their
income taxes. Shares of unrestricted common stacied by specified senior management level emplgee accepted by the Company to
pay the exercise price of stock options in accocdamith the terms and conditions of their awards.

For 2012, 2011, and 2010, total share-based corapenexpense (before tax) of approximately $28ionil, $39 million , and $25 million ,
respectively, was recognized in selling, generdl aministrative expense in the Consolidated Statésnof Earnings for all share-based
awards of which approximately $2 million , $4 moli , and $5 million , respectively, related to &toptions. The compensation expense is
recognized over the substantive vesting periodciwhiay be a shorter time period than the statetihgegeriod for retirement-eligible
employees. For both 2011 and 2010, approximatgimiflion of stock option compensation expense veasgnized due to retirement
eligibility preceding the requisite vesting period.
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Stock Option Awards

Options have been granted on an annual basis tem@ioyee directors under predecessor plans tDitleetors' Subplan and by the
Compensation and Management Development Committée @oard of Directors under predecessor plartseé®012 Omnibus Plan to
employees. Option awards have an exercise prigal ég the closing price of the Company's stockhendate of grant. The term of options is
ten years with vesting periods that vary up todhrears. Vesting usually occurs ratably over #wting period or at the end of the vesting
period. The Company utilizes the Black Scholestbtepption valuation model which relies on certagsumptions to estimate an option's fair
value.

The weighted average assumptions used in the degtion of fair value for stock options awarded®Bil1 and 2010 are provided in the table
below. There were no stock options granted in 2012.

Assumptions 2011 2010
Expected volatility rate 33.00% 31.81%
Expected dividend yield 2.23% 2.86%
Average risk-free interest rate 0.95% 1.23%
Expected forfeiture rate 0.75% 0.75%
Expected term years 5.20 5.20

The volatility rate of grants is derived from hist@al Company common stock price volatility ovee ttame time period as the expected term c
each stock option award. The volatility rate isieked by mathematical formula utilizing the weekligh closing stock price data over the
expected term.

The expected dividend yield is calculated using@benpany's average of the last four quarterly @indlyields .

The average risk-free interest rate is derived ftémited States Department of Treasury publishegt@st rates of daily yield curves for the
same time period as the expected term.

GAAP specifies only share-based awards expectegddbbe included in share-based compensation egpdtstimated forfeiture rates are
determined using historical forfeiture experienoedach type of award and are excluded from thatijyaf awards included in share-based
compensation expense.

The weighted average expected term reflects thiysisaf historical sharéased award transactions and includes option smépedoad gran
which may have much shorter remaining expectedgéan new option grants.

A summary of the activity of the Company's stockimpawards for 2012, 2011, and 2010 is presengsuib

2012 2011 2010
Weighted- Weighted- Weighted-
Average Average Average
Options Exercise Price Options Exercise Price Options Exercise Price
Outstanding at beginning of year 3,974,400 $ 3C 5,505,801 $ 29 8,682,901 $ 27
Granted — — 537,50( 38 597,90( 40
Exercised (1,486,301 27 (2,059,901 2¢ (3,758,20) 27
Cancelled, forfeited, or expired (8,000 1¢ (9,000 25 (16,800 22
Outstanding at end of year 2,480,100 $ 33 3,974,401 $ 3C 5,505,801 $ 29
Options exercisable at year-end 1,912,401 2,796,401 4,150,30!
Available for grant at end of year 9,808,61! 1,475,92. 2,601,16/
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The following table provides the remaining contuattterm and weighted average exercise priceokgiptions outstanding and exercisable
at December 31, 2012:

Options Outstanding Options Exercisable
Weighted-
Average
Number Outstanding Remaining Weighted- Weighted-
Range of Exercise at Contractual Life ~ Average Exercise Number Exercisable at Average Exercise
Prices December 31, 2012 (Years) Price December 31, 2012 Price
$15-$24 177,80C 3.1 $19 177,80(C $19
$25-$29 715,10C 5.3 28 715,10C 28
$30-$32 334,80( 4.0 30 319,80( 30
$33-$34 209,00c 4.7 33 209,00c 33
$35-$40 1,043,40( 8.2 39 490,70( 39
2,480,10( 6.2 $33 1,912,40( $31

The range of exercise prices of options outstandtrigecember 31, 2012 is approximately $15 to $tsphare. The aggregate intrinsic value
of total options outstanding and total options eisable at December 31, 2012 is $88 million and @illion , respectively. Intrinsic value is
the amount by which the closing market price ofdtuek at December 31, 2012 exceeds the exerdise gfrthe option grants.

The weighted average remaining contractual lifalbéxercisable options at December 31, 2012 iy/&dbs.

The weighted average fair value of options grasiigdhg 2011 and 2010 was $9.27 and $8.69 , resdeti There were no options granted in
2012. The total intrinsic value of options exerdiskiring the years ended December 31, 2012, 20t112@10, was $43 million , $37 million ,
and $41 million , respectively. Cash proceedsiveceby the Company from option exercises and ¢fheted tax benefit totals $40 million and
$14 million , respectively, for 2012, $59 millioné$10 million , respectively, for 2011, and $10#lion and $10 million , respectively, for
2010. The total fair value of shares vested duifiegyears ended December 31, 2012, 2011, andv284 &5 million , $4 million , and $5
million , respectively.

A summary of the status of the Company's nonvegitidns as of December 31, 2012 and changes dtmingear then ended is presented
below:

Weighted-Average Grant

Nonvested Options Number of Options Date Fair Value
Nonvested at January 1, 2012 1,178,000 $8.25
Granted — —
Vested (610,300) 7.54
Forfeited — —
Nonvested Options at December 31, 2012 567,700 $9.02

For options unvested at December 31, 2012, appairin$2 million in compensation expense will beagnized over the next two years.
Other Share-Based Compensation Awards

In addition to stock option awards, the Companyadwarded long-term performance share awards, cesirstock awards, and stock
appreciation rights. The long-term performancerasare based upon actual return on capital cordgara target return on capital and total
stockholder return compared to a peer group ranbynptal stockholder return. The recognized comspéion cost before tax for these other
share-based awards in the years ended Decemhb20B2,, 2011, and 2010 was approximately $26 milli$85 million , and $20 million ,
respectively. The unrecognized compensation expbeafore tax for these same type awards at DeceBih@012 was approximately $25
million and will be recognized primarily over a pmt of two years.
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22. SUPPLEMENTAL CASH FLOW INFORMATION

Included in the line item "Other items, net" of tii&ash flows from operating activities" sectiontioé Consolidated Statements of Cash Flows
are specific changes to certain balance sheet atxas follows:

For years ended December 31,

(Dollars in millions) 2012 2011 2010

Current assets $ (23) % 15 $ (39
Other assets 53 16 7
Current liabilities (D) 37 44
Long-term liabilities and equity (72) 9 2
Total $ 42) $ 77 $ 15

The above changes included transactions such astined positions from raw material and energy,enty, and certain interest rate hedges,
prepaid insurance, miscellaneous deferrals, acaaxes, value-added taxes, and other miscellaremrsals.

Cash flows from derivative financial instruments@anted for as hedges are classified in the sategay as the item being hedged.

Non-cash portion of (gains) losses from the Compaegtsty investments was an $8 million gain for 20439 million gain for 2011, and a $3
million loss for 2010.

For years ended December 31,

(Dollars in millions) 2012 2011 2010
Cash paid for interest and income taxes is asvistio
Interest, net of amounts capitalized $ 128 % 78 % 11€
Income taxes 137 261 165

23. SEGMENT INFORMATION

Beginning in third quarter 2012, the Company chantgereportable segments due to recent changbg i@ompany's organization resulting
from the July 2, 2012 acquisition of Solutia. Eaatnecurrently has five reporting segments: Additi@eSunctional Products, Adhesives &
Plasticizers, Advanced Materials, Fibers, and Sgci-luids & Intermediates. The new reporting stame has been retrospectively applied to
financial results of all periods presented. Thigamizational structure is based on the manageaighe strategies, operating models, and sale
channels that the various businesses employ. fuetieg segment changes are as follows:

» Additives & Functional Products consists of the rubber materials product lines f@wmfutia's former Technical Specialties segment
and the specialty polymers and solvents produesliof Eastman's former Coatings, Adhesives, Sipedalymers and Inks
("CASPI") segment.

» Adhesives & Plasticizersonsists of the plasticizer product lines of Eastsm&ormer Performance Chemicals and Intermediates
("PCI") segment and the adhesives product linenéoly in the Company's CASPI segment.

» Advanced Materials consists of Eastman's former Specialty Plasticmseg and Solutia's former Performance Films andafded
Interlayers segments.

» Fibers continues to consist of the acetate tow, acetate wad acetyl product line

* Specialty Fluids & Intermediatesconsists of the specialty fluids product lines frBolutia’'s former Technical Specialties segment
and Eastman's oxo and acetyl intermediates prdidast of its former PCI segment.
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In the Additives & Functional Products segment, @mmpany manufactures chemicals for the coatinggiemindustries in transportation,
building and construction, durable goods, and cowahles products and end markets. The products Bastmnufactures for the coatings
industry can be broadly classified as solventsctvimiclude specialty coalescents and ketones ardseglycol ethers, and alcohol solvents;
and polymers, primarily cellulose and polyesterdobspecialty polymers. Products for the rubber ¢b@imindustry are classified into three
main product groups: insoluble sulfur products,chkare vulcanizing agents principally marketed urkle Crystex® brand; antidegradants,
principally marketed under the Santoffelrand; and performance resins. Coatings industeg secounted for approximately 60 percent , 75
percent , and 70 percent of the Additives & FurmidProducts segment's total sales for 2012, 281d 2010, respectively. Tires industry sale:
accounted for approximately 20 percent of the Ade# & Functional Products segment's total sale2®d2, with no sales revenue in either
2011 or 2010 prior to the acquisition of Solutia.

In the Adhesives & Plasticizers segment, the Compaanufactures resins and plasticizers which aed usthe manufacture of products
serving the consumables, building and constructionable goods, health and wellness, and industniaicals and processing markets. The
resins product line consists of hydrogenated hyathtman resins such as Regalite Eastotac“, and Regalre?' ; non-hydrogenated
hydrocarbons resins such as Kristaléx Plastolyn™, and Piccota&" ; and rosins and amorphous polyolefins such as &gnii!, Pamolyn

™ and EastofleX" . The plasticizers product line consists of a uaigat of primary non-phthalate plasticizers sucEastman 168" and
Eastmari™ DOA, and a range of niche non-phthalate plastisizeich as BenzofleX', Eastman TXIB™, Admex™ and Eastmaf" DBT.

Resins accounted for approximately 55 percent@#tihesives & Plasticizers segment's total salebdth 2012 and 2011, and 60 percent for
2010. Plasticizers accounted for approximately é®gnt of the Adhesives & Plasticizers segmentitsd sales for both 2012 and 2011, and 40
percent for 2010.

In the Advanced Materials segment, the Companyumresl and markets specialty copolyesters, incluBagman Tritan™ copolyester;
cellulose esters; interlayers, including the SAFLEad BUTVAR®brands; and aftermarket window film products, idiahg the LLumaf®,
V-Kool ®, EnerLogic®, and IQué® brands, that possess differentiated performangeepties for value-added end uses in transportation,
consumables, building and construction, durabledgpbealth and wellness, and electronics. The aipgcnaterials product line consists of t
primary products: specialty copolyesters and cedielesters. The interlayers product line includesistic polyvinyl butyral ("PVB") sheet and
resins. PVB is a specialty resin used in the prodoof laminated safety glass sheet used in autivmand architectural applications. The
performance films product line primarily consisfsaandow film products, which are aftermarket apglifilms to enhance the characteristics
and functional performance of automotive and aecitral glass. Eastman's specialty materials ptdohecaccounted for approximately 70
percent of the Advanced Materials segment's tadalssfor 2012, and 100 percéot both 2011 and 2010 prior to the acquisitiorsofutia. The
interlayers product line accounted for approximag percent of the Advanced Materials segmentss sales for 2012, with no sales revenue
in either 2011 or 2010 prior to the acquisitiorSmiutia. The performance films product line accedrfor approximately 10 percent of the
Advanced Materials segment's total sales for 204th, no sales revenue in 2011 or 2010 prior toabguisition of Solutia.

In the Fibers segment, the Company manufacturesiE8t acetate tow and Estrobond™ triacetin plastisizvhich are used primarily in
cigarette filters; Estron™ and Chromspun™ acetateg/for use in apparel, home furnishings and im@i$abrics; acetate flake for use by
other acetate tow producers; and acetyl chemidakstate tow accounted for approximately 85 peroétiie Fibers segment total sales revenu
in 2012 and 80 percent in both 2011 and 2010, thigtremainder of sales from other product linedluiting acetate yarn and acetyl chemical
products.

In the Specialty Fluids & Intermediates segmerg, @ompany manufactures diversified products thasald externally for use in markets si
as industrial chemicals and processing; buildind) @nstruction; health and wellness; energy, fusis, water; consumables; and agricultur
well as used internally by other segments of then@any. In the specialty fluids product line, then@pany produces Therminbheat transfer
fluids and Skydrof brand aviation hydraulic fluids. In the chemicakimediates product line, the Company producescaaehydride,
acetaldehyde, and a broad range of products deftivedoxo aldehydes. Other intermediate produathkigte glycols and polymer
intermediates. The Specialty Fluids & Intermediaegment also manages acetic acid and oxo alcekptst sales along with ethylene and
polymer intermediates sales. Specialty fluids anted for approximately 10 percent of the SpeciBltyds & Intermediates segment's total
sales for 2012, with no sales revenue in 2011 @03®ior to the acquisition of Solutia. Chemicakimediates accounted for approximately 5(
percent , 55 percentind 60 percent of the Specialty Fluids & Intermexissegment's total sales for 2012, 2011, and 28%pectively. Sales
for other products accounted for approximately éfcent , 45 percent , and 40 percent of the Speétalids & Intermediates segment's total
sales for 2012, 2011, and 2010, respectively.
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Research and development, pension and OPEB, aadethenses not identifiable to an operating segjarennot included in segment
operating results for any of the periods preseatatiare shown in the tables below as "other" operaarnings (loss).

The Company continues to explore and invest in Réiflatives at a corporate level that are alignethwnacro trends in sustainability,
consumerism, and energy efficiency through higligpgerance materials, advanced cellulosics, and enkientally-friendly

chemistry. Beginning in 2012, these initiativeslie Eastmarf microfiber technology, which leverages the Compsegre competency in
polymers chemistry, spinning capability, and in-b@applications expertise, for use in in high guait filtration, liquid filtration, and energy
storage media, and with future opportunities favgh in nonwoven and textile applications; and @&é¥f technology for the building and
construction market. The Company is also focusimgnarket and product development efforts for aeédy wood, branded as Perennial Woo«
™ "using Eastman's breakthrough Trul'&strocess technology, which permanently modifiesnioéecular structure of wood to be three times
more stable than unmodified wood, resulting in weabd with long-lasting performance. Sales reveiouéerennial Wood' and the
Photovoltaics product line acquired from Solutiaghi®wn in the tables below as "other" sales revenue

As discussed in Note 14 , "Accounting Methodolodyafige for Pension and Other Postretirement BeRkits", Eastman changed its method
of accounting for actuarial gains and losses ®pénsion and OPEB plans so that these gains aseld@re measured annually and recognize
in the Company's operating results in the yearhichithe gains and losses occur rather than anrgtthem over future periods. Historically,
total pension and OPEB costs were allocated to sagment. In conjunction with the change in actiagmrinciple, the service cost, which
represents the benefits earned by active emplaj@ésg the period, and amortization of prior seevizedits continue to be allocated to each
segment. Interest costs, expected return on assetshe MTM adjustment for pension and OPEB paotgarial gains and losses are unde
changed accounting method included in corporatemsg and not allocated to segments. The follovdhlps show for each business segmen
the retrospective application of this expense alioo change for each period presented.

Included in 2012 "other" operating loss were tratisa costs of $28 million , integration costs d6&million , and $32 million in restructuring
charges, primarily for severance associated wihattquisition and integration of Solutia.

For years ended December 31,

(Dollars in millions) 2012 2011 2010
Sales by Segment
Additives & Functional Products $ 1332 % 1,067 $ 931
Adhesives & Plasticizers 1,432 1,381 1,05(
Advanced Materials 1,69¢ 1,19¢ 1,04:
Fibers 1,31¢ 1,27¢ 1,14z
Specialty Fluids & Intermediates 2,31¢ 2,25¢ 1,67¢
Total Sales by Segment $ 8,091 $ 7,17t $ 5,84
Other 11 — —
Total Sales $ 8,10 $ 7,17¢  $ 5,84:
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For years ended December 31,

(Dollars in millions) 2012 2011 2010
Operating Earnings (Loss)
Additives & Functional Product§®@®®® $ 28t % 21t 3 204
Adhesives & Plasticizefd® 26( 25C 182
Advanced Material§@®®) 84 12t 10z
Fibers®@® 38t 36¢& 33¢
Specialty Fluids & Intermediaté4?®®® 28¢ 204 17¢
Total Operating Earnings by Segment 1,30z 1,15¢ 99¢
Other®
Growth initiatives and businesses not allocatesegment£)© (132 (49 (65)
Pension and OPEB costs not allocated to operagigments® (299 (173 (89)
Transaction, integration, and restructuring coslated to the acquisition of — —
Solutia (76)
Total Operating Earnings $ 80C % 937 $ 844

1)

(2

[©)

)

®)

(6)

@)

®)

©)

(10)

Included in 2012 earnings are additional costs2df Sillion, $41 million, and $17 million in the Adives & Functional Products, Advanced
Materials, and Specialty Fluids & Intermediatesmsegts, respectively, of acquired Solutia inventrigee Note 2 , "Acquisitions and Investments in
Joint Ventures".

Included in 2012 earnings are asset impairmentsesidicturing charges of $3 million, $3 millior§ illion, $3 million, and $6 million in the
Additives & Functional Products, Adhesives & Pleigtérs, Advanced Materials, Fibers, and SpecidliydB & Intermediates segments, respectively,
primarily due to a change in approach to addresanity finalized boiler air emissions regulations.

Included in 2012 earnings are asset impairmentsestidicturing charges of $8 million, $24 milliamd $3 million in the Additives & Functional
Products, Advanced Materials, and Specialty Fl&idstermediates segments, respectively, relategtiédermination of its operating agreement a
acquired Solutia manufacturing facility in Sao JBges Campos, Brazil.

Additives & Functional Products includes asset impants and restructuring charges of $6 millio2@12 related to the closure of production
facility in China.

Included in 2010 earnings are restructuring chao§&g million, $5 million, $5 million, $3 millionand $4 million in the Additives & Functional
Products, Adhesives & Plasticizers, Advanced Matgribers, and Specialty Fluids & Intermediategnsents, respectively, primarily related to
severance.

Specialty Fluids & Intermediates includes $7 miilio 2011 in restructuring charges related to seves

Research and development, pension and OPEB, aadetpenses not identifiable to an operating segaremnot included in segment operating
results for any of the periods presented and ayestas "other" operating earnings (loss).

Other includes $27 million in 2012 in asset impants and restructuring charges, primarily relateestructuring charges of $17 million for
inventory costs in excess of recoverable valuesstam discontinued Perennial WoBbproduct lines and to accrue for losses on takeagr-p
contracts with third parties; the impairment ofriilion of land retained from the previously distimmed Beaumont, Texas industrial gasification
project; and impairments and restructuring chaaje&®! million for termination of the research and developmentities at a site it acquired in 201
Other includes a $15 million gain in 2011 from Hade of the previously impaired methanol and ammassets related to the discontinued industria
gasification project as well as $8 million in 2GhGasset impairments and restructuring chargesrelated to the discontinued industrial gasifizati
project.

Other includes MTM pension and OPEB adjustmentaétuarial net losses of $276 million , $144 miili@nd $53 million in 2012, 2011, and 2010,
respectively.

For more information about asset impairments asttueturing charges included in operating earniege,Note 19 , "Asset Impairments and
Restructuring Charges (Gains), Net".
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December 31,

(Dollars in millions) 2012 2011
Assets by Segmerit
Additives & Functional Products $ 2,89: $ 83¢
Adhesives & Plasticizers 1,08¢ 1,011
Advanced Materials 3,74¢ 1,19¢
Fibers 937 921
Specialty Fluids & Intermediates 1,98 997
Total Assets by Segment 10,64¢ 4,95¢
Corporate Assets 971 1,22t
Total Assets $ 11,61¢ $ 6,18¢

@ The chief operating decision maker holds segmemag@ment accountable for accounts receivable, taugrfixed assets, goodwill, and intang

assets.
For years ended December 31,
(Dollars in millions) 2012 2011 2010
Depreciation and Amortization Expense by Segment
Additives & Functional Products $ 63 $ 33 % 28
Adhesives & Plasticizers 46 44 37
Advanced Materials 10¢ 64 63
Fibers 66 68 61
Specialty Fluids & Intermediates 72 60 52
Total Depreciation and Amortization Expense by Segm 35€ 26¢ 241
Other 4 4 3
Total Depreciation and Amortization Expense $ 36C $ 27§ 244
For years ended December 31,
(Dollars in millions) 2012 2011 2010
Capital Expenditures by Segment
Additives & Functional Products $ 70 % 4 % 24
Adhesives & Plasticizers 51 58 33
Advanced Materials 158 19: 73
Fibers 52 51 3¢
Specialty Fluids & Intermediates 12¢ 79 43
Total Capital Expenditures by Segment 454 42F 212
Other® 11 32 31
Total Capital Expenditures $ 465§ 457 $ 24

@ Other includes $24 million for 2010 of capital erpéures in the discontinued Performance Polymegsnent. For more information regarding the
sale of the PET business, see Note 3, "Discordiferations”.

Sales are attributed to geographic areas basedsbonger location; long-lived assets are attribtitegeographic areas based on asset location
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For years ended December 31,

(Dollars in millions) 2012 2011 2010
Geographic Information
Sales
United States $ 3,831 % 3,66z $ 2,82¢
All foreign countries 4,271 3,51¢ 3,01¢
Total $ 8,10z $ 7,17t $ 5,84

December 31,

2012 2011 2010
Long-Lived Assets, Net
United State&’ $ 3172 $ 2,681 $ 2,79(
All foreign countries 1,00¢ 42( 42¢
Total $ 4,181 $ 3,107 $ 3,21¢

@ The Performance Polymers assets were classifiadsgts held for sale as of December 31, 2010rezsul of the definitive agreement with DAK
Americas, LLC, to sell and subsequent sale in fjtgtrter 2011 of the PET business, related ass#ie &olumbia, South Carolina site, and
technology of its Performance Polymers segment.nkoe information regarding the sale of the PESimess, see Note 3, "Discontinued
Operations".

24. QUARTERLY SALES AND EARNINGS DATA — UNAUDITED

Second Fourth

(Dollars in millions, except per share amounts) First Quarter Quarter Third Quarter Quarter
2012
Sales $ 1,821 $ 1,85 $ 2,25¢ % 2,16¢
Gross profit 431 481 52t 32t
Asset impairments and restructuring charges, net — — 37 83
Earnings (loss) from continuing operations attréle to Eastman 15¢ 177 154 (54)
Gain (loss) from disposal of discontinued operagjoret of taxV D 2 — —
Net earnings (loss) attributable to Eastman 15¢ 17¢ 154 (59
Earnings (loss) from continuing operations per sttributable to
Eastmarf?

Basic $ 118 $ 128 % 1.01 $ (0.35)

Diluted 1.13 1.2¢ 0.9¢ (0.35)
Earnings (loss) from discontinued operations pareshttributable to
EastmartV®

Basic $ —  $ 0.0z $ — 3 =

Diluted (0.0)) 0.01 — —
Net earnings (loss) per share attributable to Eastth

Basic $ 118 13C $ 101 $ (0.35)

Diluted 1.12 1.27 0.9¢ (0.3)

@ In first quarter 2011, the Company completed tHe shthe PET business, related assets at the @idyrBouth Carolina site, and technology ¢
Performance Polymers segment. The PET businessetsasand technology sold were substantially all toé Performance Polyms
segment. Performance Polymers segment operatsuitgeare presented as discontinued operationallf@eriods presented and are therefore
included in results from continuing operations ¢ée@dance with GAAP.

@ Each quarter is calculated as a discrete periedstim of the four quarters may not equal the cafed|full year amour
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Second Fourth
(Dollars in millions, except per share amounts) First Quarter Quarter Third Quarter Quarter
(6] @ (©)] @)

2011
Sales $ 1,75¢  $ 1,88 $ 181: $ 1,72:
Gross profit 45¢ 474 43¢ 204
Asset impairments and restructuring charges (gamet) — (15) 7 —
Earnings from continuing operations attributabl&sstman 201 21¢ 174 12
Earnings from discontinued operations, net of®ax 9 — — —
Gain from disposal of discontinued operations,afiétx ® 30 1 — —
Net earnings attributable to Eastman 24C 22C 174 12
!Es)arnings from continuing operations per sharehattable to Eastma

Basic $ 14z 8 158 % 128 % 0.0¢

Diluted 1.3¢ 1.51 1.22 0.0¢
Earnings from discontinued operations per shariéatable to
Eastmarf®®

Basic $ 0.2t % — % — 3 —

Diluted 0.27 — — —
Net earnings per share attributable to Easti¥ian

Basic $ 1.7C  $ 158 % 128 % 0.0¢

Diluted 1.6€ 1.51 1.22 0.0¢

1)

)

(©)]

4)

®)

(6)

For quarter ended March 31, 2011, the retrospechemge in accounting for pension and OPEB plah&hincluded $15 million gain for MTM
adjustments, increased gross profit $25 milliomniegs from continuing operations $19 million, éags from discontinued operations, net of tax $1
million, net earnings $20 million, basic and dilditearnings per share from continuing operation$3Masic and diluted earnings per share from
discontinued operations $0.02 and $0.01, respégtimed basic and diluted net earnings per sharEs®hd $0.14, respectively.

For quarter ended June 30, 2011, the retrospechi@erge in accounting for pension and OPEB planeased gross profit $11 million, earnings from
continuing operations and net earnings $9 millaomd basic and diluted earnings per share for egsrfilom continuing operations and net earnings
$0.06.

For quarter ended September 30, 2011, the retriép@bhange in accounting for pension and OPEBsiacreased gross profit $13 million, earni
from continuing operations and net earnings $9ioni/land basic and diluted earnings per sharednirgs from continuing operations and net
earnings $0.06.

For quarter ended December 31, 2011, the retraspastiange in accounting for pension and OPEB phahgch included $159 million loss for MT
adjustments, decreased gross profit $120 milliamiags from continuing operations and net earn&g million, and basic and diluted earnings pel
share for both earnings from continuing operatamg net earnings $0.64 and $0.62, respectively.

In first quarter 2011, the Company completed the sathe PET business, related assets at the GidyiBouth Carolina site, and technology of its
Performance Polymers segment. The PET businestsaand technology sold were substantially athefPerformance Polymers segment.
Performance Polymers segment operating resultsrasented as discontinued operations for all penwdsented and are therefore not included in
results from continuing operations in accordandd W@AAP.

Each quarter is calculated as a discrete periedstim of the four quarters may not equal the catledlfull year amour
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25. RESERVE ROLLFORWARDS

Valuation and Qualifying Accounts

(Dollars in millions) Additions
Balance at Charged to Charged to Balance at
January 1, Cost and Other December 31,
2010 Expense Accounts Deductions 2010
Reserve for:
Doubtful accounts and returns $ 5 % — 3 — 3 — % 5
LIFO Inventory 44¢€ 44 — — 49C
Environmental contingencies 42 4 4 2 4C
Deferred tax valuation allowance 88 — — 40 48
$ 581 $ 48 % 4 $ 42 % 58
Balance at Charged to Charged to Balance at
January 1, Cost and Other December 31,
2011 Expense Accounts Deductions 2011
Reserve for:
Doubtful accounts and returns $ 5 % 4 % — 3 1 $ 8
LIFO Inventory 49C 10C — — 59C
Environmental contingencies 40 2 3 6 39
Deferred tax valuation allowance 48 — — 6 42
$ 58: $ 106 $ 3 % 13 % 67¢
Balance at Charged to Charged to Balance at
January 1, Cost and Other December 31,
2012 Expense Accounts Deductions 2012
Reserve for:
Doubtful accounts and returns $ 8 $ 2 3 — 3 2 3 8
LIFO Inventory 59C (85) — — 50¢&
Environmental contingencies 39 2 37C 17 394
Deferred tax valuation allowance 42 — 17¢ — 21t
$ 67¢ $ 81 $ 54z % 19 $ 1,122

26. RECENTLY ISSUED ACCOUNTING STANDARDS

In December 2011, the Financial Accounting Stansl@alard and International Accounting Standards 8¢aintly issued amended accounting
guidance to enhance disclosure requirements fauiments and transactions no longer eligible fdseifin the statement of financial position
as well as instruments and transactions subjea togreement similar to a master netting arrangeniéns guidance is effective for reporting
periods beginning on or after January 1, 2013. Cbmpany has concluded that no such netting hasibesffect and that the change will have
no impact on the Company's financial position autts of operations.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Eastman Chemical Company (the "Company") maintaisst of disclosure controls and procedures deditmensure that information requi
to be disclosed by the Company in reports thalieis or submits under the Securities Exchange A&B84 is recorded, processed, summari
and reported within the time periods specified @u8ities and Exchange Commission rules and fordisclosure controls and procedures
include, without limitation, controls and procedsidesigned to provide reasonable assurance tloairiafion required to be disclosed by the
Company in the reports that it files or submitsemithe Securities Exchange Act of 1934 is accuradland communicated to the Company's
management, including its principal executive aridgipal financial officers, as appropriate to alltimely decisions regarding required
disclosure. An evaluation was carried out undersitpervision and with the participation of the @amy's management, including the Chief
Executive Officer ("CEQ") and Chief Financial Offic("CFQ"), of the effectiveness of the Companyssldsure controls and

procedures. Based on that evaluation, the CEQC&®@l have concluded that as of December 31, 2012 Company's disclosure controls and
procedures were effective to provide reasonablerasse that information required to be disclosed aecumulated and communicated to
management as appropriate to allow timely decisiegarding required disclosure.

Management necessarily applies its judgment insagsg the costs and benefits of such controls amckpures, which, by their nature, can
provide only reasonable assurance regarding mareg&ncontrol objectives. Management, includirg@EO and CFO, does not expect that
the Company's disclosure controls and procedumegivent all possible errors or fraud. A consiydtem, no matter how well conceived and
operated, can provide only reasonable, not absa@ssirance; judgments in decision-making can lléyfaand breakdowns can occur because
of simple errors or mistakes. Additionally, corgroan be circumvented by the individual acts af onmore persons. The design of any
system of controls is based in part upon certanm@ptions about the likelihood of future events] aile the Company's disclosure controls
and procedures are designed to be effective unidemestances where they should reasonably be eeghéatoperate effectively, there can be
no assurance that any design will succeed in aictyjets stated goals under all potential futuredibans. Because of the inherent limitations
in any control system, misstatements due to passitsbrs or fraud may occur and not be detected.

Management's Report on Internal Control Over FirgriReporting

Management of the Company is responsible for @stdaby and maintaining adequate internal contr@rdinancial reporting. The Company's
internal control over financial reporting is a pess designed under the supervision of the Comp@&G and CFO to provide reasonable
assurance regarding the reliability of financigading and the preparation of the Company's fir@rstatements for external purposes in
accordance with U.S. generally accepted accoumptimgiples.

The Company's internal control over financial réjmgy includes policies and procedures that:

Pertain to the maintenance of records that, inomssle detail, accurately and fairly reflect trastgms and acquisitions and
dispositions of assets of the Company;

Provide reasonable assurance that transactiome@reled as necessary to permit preparation offiahstatements in accordance
with U.S. generally accepted accounting principées] that receipts and expenditures of the Compasmeing made only in
accordance with authorizations of management amditiectors of the Company; and

Provide reasonable assurance regarding preventiomely detection of unauthorized acquisition, vselisposition of the Company's
assets that could have a material effect on thepg2omis financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

Management has assessed the effectiveness afeiteahcontrol over financial reporting as of Det®m31, 2012 based on the framework
established imnternal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidrise Treadway Commission
("COSO"). Based on this assessment, managemenebtasnined that the Company's internal control éimancial reporting was effective as
of December 31, 2012 .
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Management has elected to exclude Solutia fromsggssment of internal control over financial répgrduring the year of acquisition. Solu
assets (other than intangible assets and goodeifesented 21 percent of the Company’s consotidatal assets as of December 31, 2012
and Solutia sales represented 12 percent of thep@ay's consolidated sales for the year ended DeeeBi 2012.

The effectiveness of the Company's internal cortver financial reporting as of December 31, 2042 Ibeen audited by
PricewaterhouseCoopers LLP, an independent registmiblic accounting firm, as stated in their répdrich appears herein.

Changes in Internal Control Over Financial Repartin

There has been no change in the Company's inteonalol over financial reporting that occurred dgrthe fourth quarter of 2012 that has
materially affected, or is reasonably likely to evally effect, the Company's internal control ofieancial reporting. The Company acquired
Solutia Inc. in 2012, and continues its integratiéhe acquired businesses.

ITEM 9B. OTHER INFORMATION

None.
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ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The material under the heading "Proposals to bed/Gn at the Annual Meeting--ltem 1--Election ofdaitors" to (but not including) the
subheading "The Board of Directors and Corporatee@wance” and under the subheading "Board Comraiti&adit Committee" (except for
the material under the subheading "Board Committdesit Committee--Audit Committee Report", whichnot incorporated by reference
herein), each as included and to be filed in thHE32@roxy Statement, is incorporated by referenceihén response to this Item. Certain
information concerning executive officers of thenany is set forth under the heading "Executivéd@ff of the Company" in Part | of this
Annual Report.

The Company has adopted a Code of Ethics and Basstbenduct applicable to the Chief Executive Offitiee Chief Financial Officer, and 1
Controller of the Company. The Company has posteth Code of Ethics and Business Conduct on igsriet website ( www.eastman.com
in the "Investors -- Corporate Governance" section.

ITEM 11. EXECUTIVE COMPENSATION

The material under the heading "Proposals to bed/6tn at the Annual Meeting--ltem 1--Election ofdaitors—Board Committees —
Compensation and Management Development Commit@ampensation Committee Report”, under the subhgdtirector Compensation”,
and under the heading "Executive Compensationh eadncluded and to be filed in the 2013 ProxyeBtent, is incorporated by reference
herein in response to this Item.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The material under the headings "Stock Ownershipidctors and Executive Officers--Common Stockd 8Rrincipal Stockholders" as
included and to be filed in the 2013 Proxy Statehmeimcorporated by reference herein in respooghis Iltem.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS

Equity Compensation Plans Approved by Stockholders

Stockholders approved the Company's 2002 and 20@7iliis Long-Term Compensation Plans, the 2012 Ousrtock Compensation Plan,
and the 2002 Director Long-Term Compensation Pla&ithough stock and stock-based awards are stiitanding under the 2002 and 2007
Omnibus Long-Term Compensation Plans, the 2002cRird_ong-Term Compensation Plan, the 2007 Omnilmrg-Term Compensation
Plan, and the 2008 Director Long-Term Compensaiabplan, a component of the 2007 Omnibus Long-Teompensation Plan, no new
shares are available under these plans for futuaeds. All future share-based awards will be mfaoke the 2012 Omnibus Stock
Compensation Plan and the 2013 Director Stock Casgi®n Subplan, a component of the 2012 OmniboskSEompensation Plan.

Equity Compensation Plans Not Approved by Stockholdrs

Stockholders have approved all compensation pladsruwvhich shares of Eastman common stock are azgldfor issuance.

Summary Equity Compensation Plan Information Table

The following table sets forth certain informatias of December 31, 2012 with respect to compenmsptans under which shares of Eastman
common stock may be issued.
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Number of Securities
Remaining Available for
Future Issuance Under Equity

Number of Securities to be Compensation Plans
Issued upon Exercise of Weighted-Average Exercise (Excluding Securities
Outstanding Options Price of Outstanding Options reflected in Column (a))
Plan Category (a) (b) (c)

Equity compensation plans
approved by stockholders 2,480,100 o) $ 33 9,808,611 ()
Equity compensation plans
not approved by stockholde — — —
TOTAL 2,480,10i $ 33 9,808,61!

@ Represents shares of common stock issuable upacisxef outstanding options granted under East@tamical Company's 2002 and 2007
Omnibus Long-Term Compensation Plans; the 2002cRird ong-Term Compensation Plan; and the 2007diard_ong Term Compensation
Subplan and the 2008 Director Long-Term Compensaigbplan, components of the 2007 Omnibus Long-Teéompensation Plan.

@ Shares of common stock available for future awarder the Company's 2012 Omnibus Stock Compens@atan including the 2013 Director Stc
Compensation Subplan, a component of the 2012 QrarStock Compensation Plan.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The material under the heading "Proposals to bed/Gtn at the Annual Meeting--Item 1--Election ofdaitors", subheadings "Director
Independence" and "Transactions with Directorschtiee Officers, and Related Persons”, each asdied and to be filed in the 2013 Proxy
Statement, is incorporated by reference hereiespanse to this Item.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information concerning amounts billed for pssienal services rendered by the principal accotirtiad pre-approval of such services by
the Audit Committee of the Company's Board of Dioeg under the heading "Item 3 - Ratification ofpdmtment of Independent Auditors" as
included and to be filed in the 2013 Proxy Statenmeimcorporated by reference herein in respooghis Item.
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ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Page
(@) 1. Consolidated Financial Statements:

Management's Responsibility for Financial Stateiment 80
Report of Independent Registered Public Accounfinm 81
Consolidated Statements of Earnings, Comprehehsigene, and Retained Earnings 82
Consolidated Statements of Financial Position 84
Consolidated Statements of Cash Flows 85
Notes to Company's Consolidated Financial Statesnent 86

2. Exhibits filed as part of this report are listedlwe Exhibit Index beginning at page 149 149

(b) The Exhibit Index and required Exhibits to thisggare included beginning at page 149
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regitthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

Eastman Chemical Company

By: [s/ James P. Rogers
James P. Rogers
Chief Executive Officer

Date: February 28, 2013

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the dattisdted.

SIGNATURE TITLE DATE

PRINCIPAL EXECUTIVE OFFICER:

/sl James P. Rogers Chief Executive Officer and February 28, 2013
James P. Rogers Director

PRINCIPAL FINANCIAL OFFICER:

/sl Curtis E. Espeland Senior Vice Presidedt an February 28, 2013
Curtis E. Espeland Chief Financial Officer

PRINCIPAL ACCOUNTING OFFICER:

/sl Scott V. King Vice President, Controlledan February 28, 2013
Scott V. King Chief Accounting Officer

147




SIGNATURE

DIRECTORS (other than Chairman, James P.
Rogers, who also signed as Principal Executive

Officer):

/sl Humberto P. Alfonso

Humberto P. Alfonso

/sl Gary E. Anderson

Gary E. Anderson

/sl Brett D. Begemann

Brett D. Begemann

/sl Michael P. Connors

Michael P. Connors

/sl Stephen R. Demeritt

Stephen R. Demeritt

/s/ Robert M. Hernandez

Robert M. Hernandez

/s/ Julie F. Holder

Julie F. Holder

/s/ Renée J. Hornbaker

Renée J. Hornbaker

/sl Lewis M. Kling

Lewis M. Kling

/s/ Howard L. Lance

Howard L. Lance

/s/ David W. Raisbeck

David W. Raisbeck

EASTMAN

TITLE DATE

Director Februa8y 2013
Director February 2&1 3
Director February 2813
Director February 2&.3
Director Februas8y2013
Director FebrusBy2013
Director February 2812
Director February2P83
Director February 28,29
Director February 2812
Director February 2813

148




Exhibit
Number

EASTMAN

EXHIBIT INDEX
Description

Sequential
Page Number

2.01*

3.01

3.02

4.01

4.02

4.03

4.04

4.05

4.06

4.07

4.08

4.09

4.10

411

Agreement and Plan of Merger, dated January 2&,201and among Eastman
Chemical Company, Solutia Inc. and Eagle Merger Gaiporation (incorporated
herein by reference to Exhibit 2.1 to the Compa@ylsrent Report on Form 8-K
dated January 26, 2012)

Amended and Restated Certificate of IncorporatibBastman Chemical Compan
(incorporated herein by reference to Exhibit 3@1he Company's Quarterly Rep:
on Form 10-Q for the quarter ended March 31, 2012)

Amended and Restated Bylaws of Eastman Chemicalp@oyn(incorporated here
by referenced to Exhibit 3.02 to the Company's @urReport on Form 10-Q for
the quarter ended March 31, 2012)

Form of Eastman Chemical Company common stockfioate as amended
February 1, 2001 (incorporated herein by refereéadexhibit 4.01 to the Company
Quarterly Report on Form 10-Q for the quarter endadch 31, 2001)

Indenture, dated as of January 10, 1994, betwestmiaa Chemical Company ant
The Bank of New York, as Trustee (the "Indentuf@igorporated herein by
reference to Exhibit 4(a) to the Company's Curkgport on Form 8-K dated
January 10, 1994)

Indenture, dated as of June 5, 2012, between Eagbinemical Company and We
Fargo Bank, as Trustee (incorporated herein byeate to Exhibit 4.1 to the
Company's Current Report on Form 8-K dated Jur®52)

Form of 7 1/4% Debentures due January 15, 2024i{mcated herein by referenc
to Exhibit 4(d) to the Company's Current ReporfFonm 8-K dated January 10,
1994)

Officers' Certificate pursuant to Sections 201 @il of the Indenture (incorporats
herein by reference to Exhibit 4(a) to the Compa@urrent Report on Form 8-K
dated June 8, 1994)

Form of 7 5/8% Debentures due June 15, 2024 (imcated herein by reference t
Exhibit 4(b) to the Company's Current Report onnr8-K dated June 8, 1994)

Form of 7.60% Debentures due February 1, 2027 (jpuzated herein by referenci
to Exhibit 4.08 to the Company's Annual Report onni-10-K for the year ended
December 31, 1996)

Officer's Certificate pursuant to Sections 201 384 of the Indenture related to
7.60% Debentures due February 1, 2027 (incorpotategin by reference to Exhil
4.09 to the Company's Annual Report on Form 104Ktie year ended Decembel
31, 2006)

Form of 5.500% Notes due 2019 (incorporated hergireference to Exhibit 4.1 t
the Company's Current Report on Form 8-K dated Ndper 2, 2009)

Form of 6.30% Notes due 2018 (incorporated hergireference to Exhibit 4.14 tc
the Company's Quarterly Report on Form 10-Q forqiherter ended September 2
2003)

Form of 3% Note due 2015 (incorporated herein ligremce to Exhibit 4.1 to the



Company's Current Report on Form 8-K dated Decermhbge?010)

412 Form of 4.5% Note due 2021 (incorporated hereinggrence to Exhibit 4.2 to th
Company's Current Report on Form 8-K dated Decerh®ge?010)
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Form of 2.4% Note due 2017 (incorporated hereindfgrence to Exhibit 4.2 to th:
Company's Current Report on Form 8-K dated Ju2®52)

Form of 3.6% Note due 2022 (incorporated hereindbgrence to Exhibit 4.3 to th:
Company's Current Report on Form 8-K dated Jurk®52)

Form of 4.8% Note due 2042 (incorporated hereindbgrence to Exhibit 4.4 to th:
Company's Current Report on Form 8-K dated Ju2®52)

Warrant Agreement, dated as of February 28, 20p8nkl between Solutia Inc. at
American Stock Transfer and Trust Company, as Wia#gent, including the
related form of global warrant certificated (incorated by reference to Exhibit 4.
to the Current Report on Form 8-K, File No. 001-83Xiled by Solutia Inc. on
March 4, 2008)

April 30, 2012 Letter Amendment to $250,000,000 dumts Receivable
Securitization agreement dated July 9, 2008 (anmRebruary 18, 2009, July 8,
2009, July 7, 2010, January 31, 2011, July 6, 28ad,April 30, 2012), between tl
Company and The Bank of Tokyo-Mitsubishi UFJ, L&k ,agent. (incorporated
herein by reference to Exhibit 4.09 to the Compa@uarterly Report on Form 1C
Q for the quarter ended June 30, 2009, Exhibit foltbe Company's Quarterly
Report on Form 10-Q for the quarter ended Jun@@00, Exhibit 4.10 to the
Company's Annual Report on Form 10-K for the yewateel December 31, 2010,
Exhibit 4.10 to the Company's Quarterly Report omfr10-Q for the quarter endt
June 30, 2011, and Exhibit 10.01 to the Companyat@rly Report on Form 10-C
for the quarter ended March 31, 2012)

Eastman Excess Retirement Income Plan (incorpoteteszin by reference to
Exhibit 10.02 to the Company's Annual Report omir&0-K for the year ended
December 31, 2008)

Form of Executive Change in Control Severance Agezgs (incorporated herein
by reference to Exhibit 10.02 to the Company's AstfiReport on Form 10-K for tt
year ended December 31, 2010)

Eastman Unfunded Retirement Income Plan (incorpdrhérein by reference to
Exhibit 10.04 to the Company's Annual Report omir&0-K for the year ended
December 31, 2008)

2002 Omnibus Long-Term Compensation Plan, as andefiieorporated herein b
reference to Exhibit 10.02 to the Company's QuigriReport on Form 10-Q for the
quarter ended September 30, 2007)

2002 Director Long-Term Compensation Plan, as ameigicicorporated herein by
reference to Appendix B to Eastman Chemical Comge2302 Annual Meeting
Proxy Statement)

Eastman Chemical Company Benefit Security Trustdl&tecember 24, 1997, as
amended May 1, 1998 and February 1, 2001 and AmendNumber Three to the
Eastman Chemical Company Benefit Security Trustdidanuary 2, 2002
(incorporated herein by reference to Exhibit 1ad®the Company's Quarterly
Report on Form 10-Q for the quarter ended Marc2801 and Exhibit 10.04 to tt
Company's Quarterly Report on Form 10-Q for theriguanded September 30,
2002)

Amended and Restated Warrant to Purchase Shatssoihon Stock of Eastman
Chemical Companv. dated Januarv 2. 2002 (incoredraérein bv reference



10.09**

10.10**

Exhibit 10.02 to the Company's Quarterly ReporfFonm 10-Q for the quarter
ended September 30, 2002)

Amended and Restated Registration Rights Agreerdated January 2, 2002
(incorporated herein by reference to Exhibit 1a®&e Company's Quarterly
Report on Form 10-Q for the quarter ended Septe3®e?002)

Amended and Restated Eastman Executive Deferregp@usation Plan
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10.18**

10.19**
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10.21**

10.22**

Amended and Restated Eastman Directors' Deferregp€nsation Plan
Eastman Unit Performance Plan as amended andegfacember 1, 2012

Form of Indemnification Agreements with DirectorsdeExecutive Officers
(incorporated herein by reference to Exhibit 1Gd®%he Company's Annual Repo
on Form 10-K for the year ended December 31, 2003)

Employment Agreement between Eastman Chemical Coyngad Mark J. Costa
dated May 4, 2006 (incorporated herein by referéadexhibit 10.01 to the
Company's Quarterly Report on Form QCfer the quarter ended June 30, 2006)
amendment dated December 31, 2009 (incorporat&inhigy reference to Exhibit
10.15 to the Company's Annual Report on Form 1@#He year ended Decembt
31, 2009)

Forms of Award Notice for Stock Options Grantedtte@cutive Officers under the
2002 Omnibus Long-Term Compensation Plan (incotedrherein by reference t
Exhibit 10.03 to the Company's Quarterly ReporFonm 10-Q for the quarter
ended June 30, 2006 and Exhibits 10.01 and 10.0%tG€ompany's Quarterly
Report on Form 10-Q for the quarter ended Septe3me2006)

Forms of Award Notices for Stock Options Grante&x@cutive Officers under thi
2007 Omnibus Long-Term Compensation Plan (incotgdrherein by reference t
Exhibit 10.08 to the Company's Quarterly ReporFonm 10-Q for the quarter
ended September 30, 2007, Exhibits 10.01 and 16.6% Company's Quarterly
Report on Form 10-Q for the quarter ended Septe@®e2008, and Exhibits 10.0
and 10.02 to the Company's Quarterly Report on F@i+® for the quarter ended
September 30, 2010)

1997 Omnibus Long-Term Compensation Plan (incotedrherein by reference t
Exhibit 10.03 to the Company's Quarterly ReporfFonm 10-Q for the quarter
ended September 30, 2007)

2007 Omnibus Long-Term Compensation Plan (incotedrherein by reference t
Exhibit 10.01 to the Company's Quarterly ReporFonm 10-Q for the quarter
ended September 30, 2007)

Forms of Performance Share Awards to Executivec®f§i (2010 — 2012
Performance Period) (incorporated herein by refada Exhibits 10.01 and 10.0:
to the Company's Quarterly Report on Form 10-QHerquarter ended Septembe
30, 2009)

Forms of Performance Share Awards to Executivec®rf§i (2011 — 2013
Performance Period) (incorporated herein by refezda Exhibits 10.03 and 10.0-
to the Company's Quarterly Report on Form 10-QHerquarter ended Septembe
30, 2010)

Forms of Performance Share Awards to Executivecerf§i (2012 — 2014
Performance Period) (incorporated herein by refezdn Exhibit 10.02 to the
Company's Quarterly Report on Form 10-Q for thertiguanded September 30,
2011)

2007 Director Long-Term Compensation Subplan of2B@7 Omnibus Long-Tern
Compensation Plan (incorporated herein by referemé&sxhibit 10.10 to the
Company's Quarterly Report on Form 10-Q for theriguanded September 30,
2007)
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10.23** 2008 Director Long-Term Compensation Subplan of2b@7 Omnibus Long-Tern
Compensation Plan (incorporated herein by referémé&sxhibit 10.05 to the
Company's Quarterly Report on Form 10-Q for thertiguanded September 30,
2008)
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10.27**

10.28**

10.29**
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10.31**

10.32**

10.33

10.34

10.35**

UPP performance measures and goals, specific tabjmttives with respect to su
performance goals, the method for computing thetarhof the UPP award
allocated to the award pool if the performance geat attained, and the eligibility
criteria for employee participation in the UPP, floe 2012 performance year
(incorporated herein by reference to the Compabyisent Report on Form 8-K
dated November 30, 2011)

Forms of Restricted Stock Unit Awards to JamesdgeRs, Mark J. Costa, and
Ronald C. Lindsay (incorporated herein by referendeéxhibit 10.32 to the
Company's Annual Report on Form 10-K for the yeatesl December 31, 2008)

Form of Restricted Stock Unit Award to Curtis EpEknd (incorporated herein b
reference to Exhibit 10.31 to the Company's AniiRegort on Form 10-K for the
year ended December 31, 2009)

Form of Restricted Stock Unit Awards to Executiviéi€@rs Michael H.K. Chung
and Godefroy A.F.E. Motte (incorporated herein éfgrence to Exhibit 10.28 to ti
Company's Annual Report on Form 10-K for the yeatesl December 31, 2010)

Form of Award Notice for Stock Options Granted amé&s P. Rogers, Chief
Executive Officer, on November 2, 2011 (incorpodaterein by reference to
Exhibit 10.05 to the Company's Quarterly ReporfFonm 10-Q for the quarter
ended September 30, 2011)

UPP performance measures and goals, specific tabjmttives with respect to su
performance goals, the method for computing thetarhof the UPP award
allocated to the award pool if the performance geaé attained, and the eligibility
criteria for employee participation in the UPP, floe 2013 performance year
(incorporated herein by reference to the Compabyisent Report on Form 8-K
dated December 5, 2012)

2012 Omnibus Stock Compensation Plan (incorporageein by reference to
Appendix A to the Company's 2012 Annual Meetingxyr8tatement)

2012 Director Stock Compensation Subplan of the2Z0mnibus Stock
Compensation Plan and Form of Restricted Stock Awdatice (incorporated
herein by reference to Exhibit 10.06 to the Comfm@uarterly Report on Form 1
Q for the quarter ended March 31, 2012)

2013 Director Stock Compensation Subplan of the2Z0mnibus Stock
Compensation Plan and Form of Restricted Stock AwWwatice 183-188

Five-Year Credit Agreement, dated as of Decemb2071, amended March 2,

2012, among Eastman Chemical Company, the inéradérs named therein, and

Citibank N.A., as administrative agent, Citigroufpal Markets Inc. and J.P.

Morgan Securities LLC, as joint lead arrangersdiporated herein by reference f

Exhibit 10.01 to the Company's Current Report om#8-K dated December 6,

2011) 189

Five-Year Senior Term Loan Credit Agreement, datedf February 29, 2012, by
and among Eastman Chemical Company, the initi@ldesinamed therein, Citibar
N.A., as administrative agent, Citigroup Global ks Inc. and Barclays Capital,
as joint lead arrangers, and Barclays Capitalyadisation agent (incorporated
herein by reference to Exhibit 10.1 to the Compa@yirrent Report on Form 8-K
dated March 6, 2012)
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12.01 Statement re: Computation of Ratios of Earningsgl)@o Fixed Charges 203
21.01 Subsidiaries of the Company 204-208
23.01 Consent of Independent Registered Public Accourking 209
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31.01 Rule 13a — 14(a) Certification by James P. Rodehnsef Executive Officer, for the
year ended December 31, 2012 210
31.02 Rule 13a — 14(a) Certification by Curtis E. Espdia®enior Vice President and
Chief Financial Officer, for the year ended Decentie 2012 211
32.01 Section 1350 Certification by James P. Rogers, f@Eiecutive Officer, for the yee
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Exhibit 10.1(
AMENDED AND RESTATED
EASTMAN EXECUTIVE DEFERRED COMPENSATION PLAN

Preamble This Amended and Restated Eastman Executive i2ef€@ompensation Plan (the “Plan”) is an unfundedgualified deferred
compensation arrangement maintained primarily feelact group of management or highly compensatgdayees of Eastman Chemical
Company (“the Company”) and certain of its subsidis within the meaning of Section 201(2) of thefloyee Retirement Income Security
Act of 1974, as amended. Under this Plan, eaclid#igEmployee is annually given an opportunity &eit payment of part of his or her cash
compensation. In addition, certain amounts nofldigo be contributed to the EIP/ESOP (as defineldw) on behalf of Eligible Employees
due to certain limitations applicable to that péaa paid on a deferred basis under this Plan.

This Plan originally was adopted effective Janugr§994, and was subsequently amended and resfé¢etive as of August 1, 2002, August
1, 2007, December 31, 2008, August 4, 2011 and j@p12. As permitted under guidance issued unddeGection 409A, this Plan does
contain provisions retroactive to the effectiveedaft Code Section 409A and guidance issued theszumtiere are no longer any amounts
credited to Grandfathered Accounts under the RlanHat term is defined in the 2008 amended andteesPlan document).

Section 1. Definitions.

Section 1.1. “Account” means the account established foadiélpant under the Plan. A Participant's Accasritirther sub-divided into
separate Class Year Accounts.

Section 1.2. “Board” means the Board of Directors of the Qxamy.

Section 1.3. “Change In Control” means a change in contfaghe Company of a nature that would be requireldetoeported (assuming
such event has not been “previously reported”gsponse to Item 1 (a) of a Current Report on Fo#) &s in effect on December 31,
2001, pursuant to Section 13 or 15(d) of the Exgkafct; provided that, without limitation, a CharigeControl shall be deemed to have
occurred at such time as (i) any “person” withia theaning of Section 14(d) of the Exchange Acteiothan the Company, a subsidiary of
the Company, or any employee benefit plan(s) spexsoy the Company or any subsidiary of the Compangr has become the
“beneficial owner,” as defined in Rule 13d-3 untlex Exchange Act, directly or indirectly, of 25%raore of the combined voting power
of the outstanding securities of the Company omilinaaving the right to vote at the election ofeatitors; provided, however, that the
following will not constitute a Change In Contrahy acquisition by any corporation if, immediat&lfowing such acquisition, more than
75% of the outstanding securities of the acquidagporation ordinarily having the right to votetire election of directors is beneficially
owned by all or substantially all of those persah®, immediately prior to such acquisition, were teneficial owners of the outstanding
securities of the Company ordinarily having théntitp vote in the election of directors, or (iilimiduals who constitute the Board on
January 1, 2002 (the “Incumbent Board”) have ceésedny reason to constitute at least a majorigreof, provided that: any person
becoming a director subsequent to January 1, 20@evelection, or nomination for election by theripany's stockholders, was appro
by a vote of at least three-quarters (3/4) of tinectbors comprising the Incumbent Board (eithealspecific vote or by approval of the
proxy statement of the Company in which such persoramed as a nhominee for director without obggctd such nomination) shall be,
for purposes of this Plan, considered as though pacson were a member of the Incumbent Boardi ufion approval by the Company's
stockholders of a reorganization, merger or codatithn, other than one with respect to which awbstantially all of those persons who
were the beneficial owners, immediately prior tofsveorganization, merger or consolidation, of utding securities of the Company
ordinarily having the right to vote in the electiohdirectors own, immediately after such transactimore than 75% of the outstanding
securities of the resulting corporation ordinahbving the right to vote in the election of direstoor (iv) upon approval by the Company's
stockholders of a complete liquidation and dissolubf the Company or the sale or other dispositiball or substantially all of the assets
of the Company other than to a subsidiary of then@any.

Section 1.4. “Class Year” means each calendar year.

Section 1.5. “Code” means the Internal Revenue Code of 188@mended. Any reference to a specific sectistheo€ode shall be
deemed to include any successor or replacemernbseicereto.

Section 1.6. “Common Stock” means the $.01 par value comstook of the Company.
Section 1.7. “Company” means Eastman Chemical Company.
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Section 1.8. “Compensation Committee” or “Committee” shakam the Compensation and Management Developmeniniitaa of the
Board.

Section 1.9. “Compensation Group” shall mean the Compamg&rinal organization responsible for certain adstiative functions
under this Plan.

Section 1.10. “Deferrable Amountineans, for a given fiscal year of the Company,ranunt equal to the sum of the Eligible Employ
(i) annual base cash compensation; (ii) annual pagments under performance incentive and salesiive plans of the Company in
which an Eligible Employee participates and whiclyrbe identified by the Compensation Group frometimtime as deferrable under
Plan; (iii) stock and stock-based awards undeQimmibus Plan which, under the terms of the Omniblas and the award, are payable in
cash and required or allowed to be deferred intoRhan; (iv) any special compensation payablent&léggible Employee in connection w
his or her initial employment with the Company loe icquisition by the Company of such person'sipusvemployer (such as a retention
bonus) and (v) to the extent applicable, any newtale deferrals contributed to this Plan by thenPany on behalf of an Eligible
Employee (other than an ESOP/RSC Allocation orareks 401(k) Matching Allocation). Notwithstanditig foregoing, the Deferrable
Amount shall not include (i) any amount that mustiithheld from the Eligible Employee's wages faxdme or employment tax purposes
or (ii) with respect to elections made during aiidhEnrollment Period, cash payments to an Elgimployee under an annual incentive
performance plan.

Section 1.11. *“Disability” means the Participant (i) is, by reason of any n@lyi determinable physical or mental impairmerait ttan be
expected to result in death or can be expecteastddr a continuous period of not less than 12thmrreceiving income replacement
benefits for a period of not less than 3 monthseuide Applicable Disability Plan (as defined bejpur (ii) qualifies for Social Security
disability benefits. The “Applicable Disability Riashall be the group long-term disability insurarptan offered by the Company to the
Participant at the time of the determination. Ifgroup long-term disability insurance plan is bedrfifgred to the Participant at the time of
such determination, the Participant shall be remlio satisfy clause (i) in order to be declarésbbled for purposes of this Plan.

Section 1.12. “EIP/ESOP” means the Eastman Investment andi@me Stock Ownership Plan.
Section 1.13. “Eligible Employee” means a U.S.-based emplayfethe Company or any of its U.S. Subsidiaries wtber:

(a) has a“Business and Technical” salary gcdaesification of 49 or above, or of 105 or abdseaid on the Company's
payroll and is not party to an agreement that eledithe employee from participation in the Plan, or

(b) has been designated by the Company's Senidex¢Rutive as eligible to participate in the Plan.

An employee who would be an Eligible Employee exdkat he or she is not paid on the Company's flissfiall become an Eligible
Employee at the time he or she is transferred tr@@Company's payroll. If any employee later ceésd® an Eligible Employee, the
employee shall continue to be treated as an Efidiohployee for the remainder of the Class Yearhichvthe change occurred that causec
the employee to cease to be an Eligible Employeaséquently, his or her deferral and payment elestior that Class Year shall remain
in effect to the end of the Class Year, and any EIRSC Allocation and Excess 401(k) Matching Alldmatrelating to service
performance during such Class Year shall be goddogehe Participant's deferral election for su¢hs€ Year or the Plan's default
payment provisions, as applicable.

Section 1.14. “Enroliment Period” means the period designdigthe Compensation Group each year, provided heryéhat such
period shall end on or before the last businesofltye Class Year immediately prior to the Clagaivto which the Enrollment Period
relates.

Section 1.15. “ESOP/RSC Allocation” has the meaning assigioetthat term in Section 2.2.

Section 1.16. “Excess Compensation” means the excess, if@mil) an Employee's “Company Compensation” agddfin the
EIP/ESOP, over (2) the dollar amount under Codéi@ed01(a)(17) applicable to the EIP/ESOP forvaegiplan year of the EIP/ESOP.

Section 1.17. “Excess 401(k) Matching Allocation” has the mieg assigned to that term in Section 2.3.

Section 1.18. “Exchange Act” means the Securities ExchangeofAd934, as amended.
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Section 1.19. “Final 409A Regulations” means final TreasumgRlations promulgated under Code Section 409A.

Section 1.20. “Initial Enrollment Period’'means, for an Eligible Employee who is newly emplbyy the Company, the period ending
later than thirty (30) days after the date on wisabh person became an Eligible Employee, and begjron such earlier date as may be
established by the Compensation Group. For a perkorbecomes an Eligible Employee through an adgprisoy the Company of such
person's previous employer, “Initial EnrollmentiBdf shall mean the period ending no later thartyh{30) days after the date of the
acquisition, and beginning on such earlier datemag be established by the Compensation Group. Ayible¢ Employee who is rehired by
the Company may not enroll during the Initial Eima@nt Period if he or she was eligible to partitépm this Plan (or any plan required to
be aggregated with this Plan under the Final 40@guRations) at any time during the twenty-four (B#nth period prior to his or her
rehire.

Section 1.21. “Omnibus Plan” means the Eastman Chemical Comn894 Omnibus Longd-erm Compensation Plan, any successor
to the Omnibus Plan or any subsequently adoptedqgilthe Company providing for awards of stock atatk-based compensation to
Company employees.

Section 1.22. “Participant’'means an Eligible Employee who (i) elects for onenore Class Years to defer compensation pursoahtd
Plan; or (ii) receives an ESOP/RSC Allocation un8lection 2.2 or an Excess 401(k) Matching Allocatimder Section 2.3 of this Plan.

Section 1.23. “Plan” means this amended and restated EasEracutive Deferred Compensation Plan.

Section 1.24. “Section 16 Insider” means a Participant whawigh respect to the Company, subject to the apgprequirements of
Section 16 of the Exchange Act.

Section 1.25. “Senior HR Executive” has the meaning assigodtiat term in Section 10.1.

Section 1.26. “Stock Fund” has the meaning assigned to #rat in Section 4.2.

Section 1.27. “Termination of Employment” means a separafiom service under Code Section 409A and the FIA8A Regulations.
Section 1.28. “Unforeseeable Emergency” means severe finhhaiaship of the Participant resulting from aneks or accident of the
Participant, the Participant's spouse, the Paditlp beneficiary or a dependent (as defined ireCRettion 152 without regard to Code
Section 152(b)(1), (b)(2), and (d)(1)(B)), losgtoé Participant's property due to casualty (inecigdhe need to rebuild a home not
otherwise covered by insurance), or other simikdira@rdinary and unforeseeable circumstances grasm result of events beyond the
control of the Participant. Except as otherwisevjgted herein, the purchase of a home and the payofieollege tuition ar@ot
unforeseeable emergencies.

Section 1.29. “U.S. Subsidiariesineans the United States subsidiaries of the Comptgy than those subsidiaries listed on SchedL

Section 1.30. “Valuation Date” means each business day.

Section 2. Deferral of Compensation; Employer Allocations

Section 2.1. Deferrable Amount ElectianAn Eligible Employee may elect to defer receipalbor any portion of his or her Deferrable
Amount to such person's Account for the applic&tiss Year. A Participant may make deferrals uttderPlan regardless of whether the
Participant elects deferrals under the EIP/ESORhatrClass Year. If, after the start of a Clasaryan Eligible Employee terminates
employment with the Company and all of its U.S. Sdiaries or otherwise ceases to be an Eligible Iayge, any previous Class Year
deferral election and distribution election relgtio a payment or award under the Company's Ommitarsand any performance inceni
or sales incentive plan of the Company in whicletigible Employee participates (or relating to asilier Deferrable Amount), shall
remain in effect for such items of compensationgte with respect to such Class Year.

Section 2.2. ESOP/RSC AllocationFor any Class Year during which an Eligible Enygl® has Excess Compensation, then at such
time, if any, as the Company makes a contributiotihé EIP/ESOP with respect to such Class YearCtrapany shall credit to the
Eligible Employee's Account under this Plan, an amie@qual to the product of (1) the amount
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of such Eligible Employee's Excess Compensationipligld by (2) the ESOP or RSC contribution peregetfor that Class Year under
EIP/ESOP (the “ESOP/RSC Allocation”). Such amounralisbe credited according to the Eligible Empldgaevestment election.

Section 2.3. Excess 401(k) Matching AllocatiofRor each Class Year, there shall be credited tédoeunt of each Eligible Employee
an Excess 401(k) Matching Allocation equal in antdar(a) minus (b), where:
(a) isthe aggregate employer matching contiobstthat the Eligible Employee would have had dbated to his or her account
under the EIP/ESOP for such Class Year if his oExeess Compensation had been taken into accadrif the provisions of
Code Sections 401(k)(3), 401(m)(2) and 415 hadapptied to the EIP/ESOP; and

(b) is the aggregate employer matching contidmstactually contributed to the Eligible Employeatcount under the EIP/ESOP
for such Class Year.

Notwithstanding the foregoing, an Eligible Employstmll not have an Excess 401(k) Matching Alloaaticedited to his or her Account
unless the Eligible Employee made the maximum dafeunder the EIP/ESOP permitted under Code Sed40@(g) for such Plan Year.

Section 3. Deferral Elections

Section 3.1. General An Eligible Employee who wishes to defer all aygortion of his or her Deferrable Amount musewocably

elect to do so during the applicable EnrollmenidterThe Enrollment Period shall end prior to thistfday of the service year with respect
to the applicable Deferrable Amount. The “serviean is the Eligible Employee's taxable year inabhtihe services related to the
Deferrable Amount will be performed by the Eligil#enployee. Elections shall be made annually foh&2iass Year. An election made
during an Enrollment Period shall become irrevoeain the date the Enroliment Period ends. Notvétiding the foregoing, if the
Deferrable Amount is subject to a forfeiture corditrequiring the Eligible Employee to perform donobus services for a period of at le
13 months from the date the Eligible Employee oistai legally binding right to the Deferrable Amoimbrder to avoid forfeiture of
payment of the Deferrable Amount, the Compensaioyup may permit the Eligible Employee to file deteal election with respect to
such Deferrable Amount on or before the"2lay after the Eligible Employee obtains the leghllyding right to such Deferrable Amount.

Section 3.2. Elections During the Initial Enroliment Periootwithstanding the foregoing, (i) in the firskaSs Year in which a person
becomes an Eligible Employee by reason of being@&yed by the Company, and (ii) in the first Clagsay in which a person becomes an
Eligible Employee through an acquisition by the @amy of such person's previous employer, the Béditimployee may elect to defer
receipt of all or any portion of his or her Defdl@Amount earned for services performed on aret #fie first day of the payroll beginni
immediately after the date on which the Participaakes the deferral election (the “Initial Payi@#te”), provided that such deferral
election is made no later than the last day otnit@l Enrollment Period and that the followingraditions are met:

(&) where the Deferrable Amount will be earnedra specified performance period that began poitine last day of the Initial
Enrollment Period, the amount deferred is limiteéih amount equal to the amount payable for thiepeance period multiplied t
the ratio of the number of days remaining in thégrenance period after the Initial Payroll Date ptlee total number of days in the
performance period, and

(b) inthe case of a rehired Eligible Employtbe, Eligible Employee has not been eligible toipgrate in the Plan (or any plan
required to be aggregated with the Plan under ithe&l BO9A Regulations) at any time during the twefotur month period prior to
his or her rehire.

A deferral election made during an Initial Enrolimé@eriod shall become irrevocable at the tims mhade.

Section 4. Investment Performance of Accounts

Section 4.1. General The Company shall designate at least two investfiumds and may designate other investment fundseasure
the deemed investment performance of each Pamitipa&ccount. The designation of any such investrierds shall not require the
Company or any of its subsidiaries or affiliatesneest or earmark their general assets in anyifspatanner. The Company may change
prospectively the designation of investment fundsiftime to time, in its sole discretion, and angtschange shall not be treated as an
amendment or modification affecting Participantgraals under the Plan for purposes of Sectiomhé.investment funds designated by
the Company shall be for bookkeeping purposes only.
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Section 4.2. Company Stock FundOne of the investment funds designated by the iamwy pursuant to Section 4.1 shall be an
investment fund that is deemed to be primarily gted in shares of Common Stock (the “Stock Fund”).

Section 5. Deferrals and Crediting Amounts to Accounts

Section 5.1. Manner of Electing DeferralAn Eligible Employee may elect to defer compeiosaby completing the deferral election
process established by the Compensation Groupedatr Class Year, each Eligible Employee shall gle¢he manner specified by the
Compensation Group, (i) the amount and sourcesféibable Amount to be deferred,; (ii) whether defkof annual base cash
compensation is to be at the same rate througheutdar, or at different rates for each calendartguof the year; (iii) the investment
performance election for the deferral; and (iv) thenner of payment for such Deferrable Amount améhy ESOP/RSC Allocation or
Excess 401(k) Matching Allocation relating to seed performed for such Class Year. An electioreferdcompensation shall be
irrevocable following the end of the applicable &ment Period, but the Participant's investmemfggenance election may be modified
the Participant in the manner specified by the Cemsption Group through and including the businagsmmediately preceding the date
on which the deferred amount is credited to theiélpant's Account pursuant to Section 5.2.

Section 5.2. Crediting of Amounts to Account&Except as otherwise provided in this Section watspect to Section 16 Insiders,
amounts to be deferred each Class Year shall bigedeo the Participant's Account as of the dathsamounts are otherwise payable anc
shall be credited in accordance with the Partidipanvestment performance election made purswe8ettion 7. An ESOP/RSC
Allocation which is made pursuant to Section 2.thwespect to services performed during the Class 8hall be credited to the
Participant's Account as of the date the Comparikesithe contribution to the EIP/ESOP which trigghessESOP/RSC Allocation under
this Plan. An Excess 401(k) Matching Allocation guant to Section 2.3 shall be credited to the Epaiint's Account as soon as practic:
following the end of the Class Year to which suctedss 401(k) Matching Allocation relates. Notwithreding the foregoing, for each
Section 16 Insider, each and every Deferrable Arhaunen initially credited to the Participant's Acat, shall be credited to an
investment fund other than the Stock Fund untilrteet date that dividends are paid on Common Starot,on such date the Deferrable
Amount that would have been initially credited lte IStock Fund but for this sentence shall be deambd reallocated, as adjusted for
earnings and losses, to the Stock Fund.

Section 6. Deferral Period Subject to Sections 9, 10, and 19 hereof, theuatsacredited to a Participant's Account and egmthereon wil
be deferred until the Participant dies, becomesalidzi or has a Termination of Employment. Any seiglttion shall be made during the
applicable Enrollment Period or Initial Enrolimd®riod on the deferred compensation form refereic&ection 5 above. The payment of a
Participant's Account shall be governed by Sect&)rgs 10, and 19, as applicable.

Section 7. Investment Performance Elections

Section 7.1. Investment Performance Electiortsach Participant shall file an initial investm@etrformance election with the
Compensation Group with respect to the investmétiteoParticipant's Account. The election shalligieste the investment fund or funds
which shall be used to measure the investment pediace of the Participant's Account. The electimallde made within such time peri
and on such form as the Compensation Group magnisesand shall be made in whole percentages dP#ngcipant's Account balance or
the Deferrable Amount to be credited to the Panéint's Account, as applicable. If the Participareginot file an investment performance
election, his Account shall be credited with eagsiand losses based on the performance of a defaetitment fund selected by the
Company in its discretion.

Section 7.2. Changing Investment Performance ElectioAdParticipant may change his or her electionéot®n 7.1 with respect to his
or her Account by filing an appropriate notice witle Compensation Group in accordance with proesdestablished by the
Compensation Group. A Participant may reallocagectirrent balance of his or her Account, therelangmg the investment fund or fur
used to measure the future investment performahkis @r her existing Account balance, by filingatice with the Compensation Group.

Section 7.3. Special Rules for Section 16 Insidefs Section 16 Insider may only elect to realloda¢ééween the Stock Fund and one or
more of the Plan's other investment funds if heha has made no election within the previous sirthmto effect an “opposite way” fund-
switching (i.e., transfer out versus transfer in) transfer intowat of the Stock Fund or the EIP/ESOP, or angiothpposite way” intra-
plan transfer or plan distribution involving a Coamy equity securities fund which constitutes a tBagionary Transaction” as defined in
Rule 16b-3 under the Exchange Act. In addition, motivithstanding the foregoing, a Section 16 InsgdBeferrable Amount that is
initially deemed to be invested in an
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investment fund other than the Stock Fund as peavid Section 5.2, shall be reallocated, followsugh initial allocation, to the Stock
Fund in the manner provided in Section 5.2.

Section 7.4. Distributions All distributions from a Participant's Accountadhbe made in cash. Pending the complete distdbudf the
Account of a Participant, the Participant shalltcore to be able to make elections pursuant toShigtion 7.

Section 7.5. Responsibility for Investment Performance Etets. Each Participant is solely responsible for arwegiment performanc
election that he or she makes pursuant to this@e¢t Each Participant accepts all investmentrishtailed by such elections, including
the risk of loss and a decrease in the value o&itheunts credited to his or her Account.

Section 8. Payment of Deferred Compensation

Section 8.1. Background No payment may be made from a Participant's Actexcept as provided in this Section 8 and Sest®riC
and 19.

Section 8.2. Manner of PaymentPayment of a Participant's Account shall be niadesingle lump sum or annual installments, as
elected by the Participant pursuant to this Se@ifor each Class Year. The payment election sipgdly to all amounts deferred with
respect to such Class Year, either by electionyaumsto Section 2.1 or on a non-elective basisyaunsto Section 2.2. The maximum
number of annual installments that may be eleate€fass Years ending on or before December 311 #0ten. The maximum number of
annual installments that may be elected for a CYa&ss beginning on or after January 1, 2012 is.fifza Participant elects installments,
amount of each payment shall be equal to the valief the preceding Valuation Date, of the Pandint's Class Year Account, divided by
the number of installments remaining to be paidpalyments from this Plan shall be made in cash.

Section 8.3. Timing of Payments

(&) Subject to Sections 8.3(b), 8.3(c) and §,3{dyments shall commence in the year electetiéyParticipant pursuant to this
Section 8, up through the tenth year following ykar in which the Participant becomes Disabledasrd Termination of Employment
from the Company and all of its U.S. Subsidiarias,in no event may a Participant elect to havengaits commence later than the year
the Participant reaches age 71.

(b) If payment is due from this Plan on accaafifermination of Employment (but not death or Didisy) and payment is due
in a lump sum, the Participant's right to receiwvehspayment will be delayed until the earlier af fharticipant's death, Disability or the {
business day of the seventh month following the d&the Participant's Termination of Employmenibject to the exceptions specified in
the Final 409A Regulations).

(c) If payment(s) are due from this Plan on act®f Termination of Employment (but not deattDisability) and payments a
due in annual installments, the Participant's righiegin to receive such payments will be delayatil the earlier of the Participant's
death, Disability or the first business day of seeenth month following the date of the Particifgafiermination of Employment (subject
to the exceptions specified in the Final 409A Ratiahs) and the remaining installment payments bélpaid on the anniversary of the
Participant's first installment payment. For pugmosf this Plan, each installment payment undeslection of installment payments made
for a Class Year ending on or before December @11 3hall be considered to be a separate paymeptifposes of the Final 409A
Regulations. For Class Years beginning on or d@fteuary 1, 2012, installment payments under ati@heof installment payments (or a
default payment in the form of installment paymgstsall be treated as a single payment for purpoktie Final 409A Regulations.

(d) If payment(s) are due from this Plan on act@f Disability, and payments are due in annnsiallments, payments from-
Participant's Account shall commence as soon asngtratively practicable, but no later than ninéd@) days, following the date on
which Participant is determined to be Disabled, tnedremaining installment payments will be paideach anniversary of the initial
payment date. If payment is due from this Planaoant of Disability in a lump sum, payment shalrbade to the Participant as soon as
administratively practicable, but no later thanatyn(90) days, following the date on which the legrant is determined to be Disabled.

Section 8.4. Valuation. The amount of each payment shall be equal tedhes, as of the preceding Valuation Date, of tagi€ipant's
Account, divided by the number of remaining payrsdatbe paid.
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Section 8.5. Participant Payment Election8 Participant must elect the method of paymenteurSection 8.2 and the commenceme
payment under Section 8.3 for the amounts defemttdrespect to a particular Class Year beforeetie of the Enroliment Period (or
Initial Enrollment Period, if applicable) for th@lass Year. If a Participant fails to make a methbgdayment or commencement of
payment election, the default payment provisionSedtion 8.6 shall apply. A Participant may elecsubsequently change a payment
election only in accordance with the provisionSettion 8.7.

Section 8.6. Default Payment Distribution Electiorifsa Participant does not have a valid electiofoite at the time of Termination of
Employment for any Class Year beginning in 200%ter, then (i) if the value of his Account as lo¢ tvaluation Date immediately
following the Participant's date of Terminationeshployment is less than ten thousand dollars ($10),Ghen the value of his Class Year
Account(s) for which a valid distribution electidioes not exist shall be paid in a single lump soithé Participant on the first business
day of the seventh month following the Participaiermination of Employment date; and (ii) if thue of his Account as of the
Valuation Date immediately following the Particip'ardate of Termination of Employment is ten thausdollars ($10,000) or more, then
the value of his Class Year Account(s) for whicke#id distribution election does not exist shallgzed in five (5) annual installments
beginning on the first business day of the sevemthth following the Participant's Termination of Bloyment date with the remaining
installments paid to the Participant on each aneary of the initial payment date.

This Section 8.6 shall apply regardless of thei€tpant's age on the date of his Termination of Expyment.

Section 8.7. Special Payment Election Rules

(a) Notwithstanding Sections 8.2, 8.3, 8.5 aifj B a Participant terminates employment less thiae (1) year after the date he
first becomes eligible to participate in this Pldren an election made by the Participant undsrSkiction 8 no later than thirty (30) days
after the date he first becomes eligible to pgséite in this Plan shall continue in effect for thmainder of the Class Year to which such
election relates.

(b) The timing of a distribution of a ParticiganAccount may not be accelerated, except in vkeateof an Unforeseeable
Emergency or other permissible acceleration ofitistion under the following sections of the Fid@OA Regulations: Section 1.409A-3(j)
(4)(iii) (conflicts of interest), (j)(4)(vi) (paym of employment taxes), (j)(4)(vii) (payment uponome inclusion under Code Section
409A), (j)(4)(ix) (plan terminations and liquidatip (j)(4)(xi) (payment of state, local or foreitaxes), (j)(4)(xiii) (certain offsets) and (i)
(4)(xiv) (bona fide disputes).

(c) Any change which delays the timing of distitions or changes the form of distributions frofaaticipant's Account may be
made only if the following requirements are met:

0] Any election to change the time and form oftdigition may not take effect until at least 12 rtionafter the date on which
the election is made;

(i) Other than in the event of death, the firsyment with respect to the election described imipve, must be deferred for a
period of at least 5 years from the date such paywtherwise would have been made; and

(iii) Any election related to a payment to be madla specified time may not be made less than I&hm@rior to the date of
the first scheduled payment.

Any election to change the time or form of disttibn from a Participant's Account must be in effaickeast 12 months before the
Participant's Termination of Employment in ordeb#ovalid. The election shall be irrevocable oriée made.

Section 9. Payment of Deferred Compensation After Dedtfa Participant dies prior to complete paymefrtis or her Account, the balan
of such Account, valued as of the Valuation Datmadiately preceding the date payment is made, Beglhid in a single, lump sum payment
no later than ninety (90) days after the Particiisasteath to: (i) the beneficiary or contingentdfaiary designated by the Participant in
accordance with procedures established by the Casagtien Group, or (ii) in the absence of a validigeation of a beneficiary or contingent
beneficiary, the legal representative of the demg&articipant's estate.

Section 10. Acceleration of Payment for Unforeseeable Emecy.

Section 10.1. Unforeseeable Emergencypon written approval from the Company's seni@oaitive officer responsible for human
resources (“Senior HR Executive”), with respecPtoticipants other than executive officers of tleenpany, and by the Compensation
Committee, with respect to Participants who areetiee officers of the Company, and subject toremrictions in the next two sentences
a Participant, whether or not he or she is stilplayed by the Company or any of its U.S. Subsid&rinay be permitted to receive all or
part of his or her Account if the Company's Se& Executive (or his delegate), or the Compensdiiommittee, as applicable,
determines that the Participant has suffered aomidséeable Emergency. The amount distributed magxoeed the amount necessary to
satisfy the Unforeseeable Emergency plus amourmisssary to pay taxes reasonably anticipated asult of the distribution. A

distribution on account of Unforeseeable Emergenay not be made to the extent that such Unforese&abergency is or may be
relieved through (i) reimbursement or compensabipinsurance or otherwise, (ii) by liquidation betParticipant's assets

162




Exhibit 10.1(
(to the extent the liquidation of such assets wawltlitself cause severe financial hardship) orlfly cessation of deferrals under the Plan.

Section 10.2. Section 16 InsidersA Section 16 Insider may only receive a paymemteu this Section 10 from any portion of his or her
Account credited to the Stock Fund if he or sherhade no election within the previous six montheffect a fund-switching transfer into
the Stock Fund or the Eastman Stock Funds of tReEESOP or any other “opposite way” intra-plan tfansto a Company equity
securities fund which constitutes a “Discretion@rgnsaction” as defined in Rule 16b-3 under thehaxge Act. If such a payment occurs
while the Participant is employed by the Compangroy of its U.S. Subsidiaries, any election to defampensation for the year in which
the Participant receives a payment shall be ing¥eas to compensation earned for the pay pedbowing the pay period during which
the payment is made and thereafter for the remaidguch Class Year and shall be ineffective e other compensation elected to be
deferred for such Class Year.

Section 10.3. Pro Rata WithdrawalA Participant's election to receive payment gtlthan all of the balance credited to his or her
Account under Section 10.1 above shall be appliedatta to all of the investment funds to which Beaticipant's Account is credited
under this Plan.

Section 11. NonCompetition and Noisclosure Provision Participant will not, without the written consafdtthe Company, either during
his or her employment by Company or any of its &&bsidiaries or thereafter, disclose to anyonaake use of any confidential information
which he or she has acquired during his or her eympént relating to any of the business of the Cargpa any of its subsidiaries, except as
such disclosure or use may be required in conneetith his or her work as an employee of Compangror of its U.S. Subsidiaries. During a
Participant's employment by the Company or anysofliS. Subsidiaries, and for a period of two yediesr the termination of such
employment, he or she will not, without the writimmmsent of the Company, either as principal, ggemtsultant, employee or otherwise,
engage in any work or other activity in competitisith the Company in the field or fields in whick br she has worked for the Company or
any of its U.S. Subsidiaries. The agreement in$istion 11 applies separately in the United Statelsin other countries but only to the exten
that its application shall be reasonably necesiarthe protection of the Company. Any consenthaf Company under this Section shall be
provided by the Senior HR Executive.

Section 12. Participant's Rights Unsecure@ihe benefits payable under this Plan shall be pgpithe Company each year out of its general
assets. To the extent a Participant acquires gin to receive a payment under this Plan, suclt ggall be no greater than that of an unsecure
general creditor of the Company. No amount payabter this Plan may be assigned, transferred, elpered or subject to any legal process
for the payment of any claim against a Particip@he Stock Fund shall not confer on any Participhatright to exercise any of the rights or
privileges of a shareowner of Common Stock.

Section 13. No Right to Continued EmploymenParticipation in this Plan shall not give any éoype any right to remain in the employ of
the Company or any of its U.S. Subsidiaries. Then@any and each employer U S. Subsidiary reserveagheto terminate any Participant at
any time.

Section 14. Statement of AccountStatements will be made available no less fretiyéman annually to each Participant or his or éstate
showing the value of the Participant's Account.

Section 15. Deductions The Company will withhold to the extent requitedlaw an applicable income and other taxes frorowarts
deferred or paid under this Plan.

Section 16. Administration

Section 16.1. Responsibility Except as expressly provided otherwise hereen(bmpensation Committee shall have total and e
responsibility to control, operate, manage and adtar this Plan in accordance with its terms.

Section 16.2. Authority of the Compensation CommitteEhe Compensation Committee shall have all theaxity that may be
necessary or helpful to enable it to dischargeeiponsibilities with respect to this Plan. Withbotiting the generality of the preceding
sentence, the Compensation Committee shall havexttigsive right to interpret this Plan, to detereneligibility for participation in this
Plan, to decide all questions concerning eligipiidr and the amount of benefits payable underPtas, to construe any ambiguous
provision of this Plan, to correct any defaultstgoply any omission, to reconcile any inconsisteacyl to decide any and all questions
arising in the administration, interpretation, apgplication of this Plan.

163




Exhibit 10.1(

Section 16.3. Discretionary Authority The Compensation Committee shall have full dismnary authority in all matters related to the
discharge of its responsibilities and the exerofsés authority under this Plan including, withdimitation, its construction of the terms of
this Plan and its determination of eligibility fparticipation and benefits under this Plan. Ihis intent that the decisions of the
Compensation Committee and its action with resyeetttis Plan shall be final and binding upon aligoas having or claiming to have any
right or interest in or under this Plan and thasnoh decision or action shall be modified uporndiadireview unless such decision or
action is proven to be arbitrary or capricious.

Section 16.4. Authority of Senior HR ExecutiveWhere expressly provided for under Sections (b} 310, 11 and 22, the authority of
the Compensation Committee is delegated to the @ayip Senior HR Executive, and to that extent toheipions of Section 16.1 through
16.3 above shall be deemed to apply to such SetlRoExecutive.

Section 16.5. Delegation of Authority The Compensation Committee may provide additideé¢gation of some or all of its authority
under this Plan to any person or persons providatany such delegation be in writing.

Section 17. Amendment The Board may suspend or terminate this Planytime; provided that any payments on accounéwhination o
the Plan must comply with the requirements of $&c1i.409A-3(j)(4)(ix) of the Final 409A Regulatioria addition, the Board may, from time
to time, amend this Plan in any manner withoutastaner approval; provided however, that the Boaag nondition any amendment on the
approval of shareowners if such approval is necgssaadvisable with respect to tax, securitiesothier applicable laws. However, no
amendment, modification, or termination shall, withthe consent of a Participant, adversely affach Participant's accruals in his or her
Account as of the date of such amendment, modidicabr termination.

Section 18. Governing Law This Plan shall be construed, governed and eadbirc accordance with the law of Tennessee, exaeptich
laws are preempted by applicable federal law.

Section 19. Change in Control

Section 19.1. Backaround The terms of this Section 19 shall immediatelgdmee operative, without further action or consenaiby
person or entity, upon a Change in Control, ancaperative shall supersede and control over amr @rovisions of this Plan.

Section 19.2. Amendment On or After Change in Contr@n or after a Change in Control, no action, idatg, but not by way of
limitation, the amendment, suspension or termimagibthis Plan, shall be taken which would afféx tights of any Participant or the
operation of this Plan with respect to the balandée Participant's Account without the writtemsent of the Participant, or, if the
Participant is deceased, the Participant's beaeficinder this Plan (if any).

Section 19.3. Attorney FeesThe Company shall pay all reasonable legal feegalated expenses incurred by a Participant inisgek
obtain or enforce any payment, benefit or righthsparticipant may be entitled to under this Plaerad Change in Control; provided,
however, the Participant shall be required to regrayysuch amounts to the Company to the extentid obcompetent jurisdiction issues a
final and non-appealable order setting forth themeination that the position taken by the Partoipwas frivolous or advanced in bad
faith. For purposes of this Section 19.3, the |dgas and related expenses must be incurred Wyatieipant within 5 years of the date the
Change in Control occurs. All reimbursements mespaid to the Participant by the Company no ldtan the end of the tax year
following the tax year in which the expense is imed.

Section 20. Compliance with SEC Regulationk is the Company's intent that this Plan coniplgll respects with Rule 16b-3 of the
Exchange Act, and any regulations promulgated theter. If any provision of this Plan is found notie in compliance with such rule, the
provision shall be deemed null and void. All tractgans under this Plan, including, but not by wéayjimitation, a Participant's election to defer
compensation under Section 7 and withdrawals iretlemt of a Hardship or Unforeseeable Emergencgiugdction 10, shall be executed in
accordance with the requirements of Section 18®Exchange Act, as amended and any regulatiomsypgated thereunder. To the extent
any of the provisions contained herein do not confaith Rule 16b-3 of the Exchange Act or any anmeedts thereto or any successor
regulation, then the Committee may make such mmatifins so as to conform this Plan to the Rulejgirements.

Section 21. Successors and Assigrbhis Plan shall be binding upon the successatsaanigns of the parties hereto.
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Section 22. Claims Procedures

(a) Benefits under this Plan will be paid orflthe Committee decides in its discretion thatapplicant is entitled to them. In accordance
with Section 16.4, the Committee has determinetiah&laims for benefits under the Plan shall bersitted to the Senior HR Executive,
which shall have the initial responsibility for damnining the eligibility of any Participant or bdingary for benefits. Applications for
benefits shall be submitted within two years of ltiter of (i) the date on which payment of benaiitsler the Plan was made, or (ii) the
date on which the action complained or grievedanuored. The Senior HR Executive may adopt fornngHe submission of claim for
benefits in which case all claims for benefits Bhalfiled on such forms.

(b) Any claims for benefits shall be made intimg and shall set forth the facts which such Bgrdint or beneficiary believes to be
sufficient to entitle him to the benefit claimedadh such claim must be supported by such informatial data as the Senior HR Execu
deems relevant and appropriate. Evidence of agetainstatus (and, in the appropriate instancealthedeath or Disability), and location
of residence shall be required of all claims fonddfés.

(c) If aclaim for benefits is denied in wholeio part, the Senior HR Executive shall give tharnant written notice of the decision
within ninety (90) days of the date the claim wabmitted. Such written notice shall set forth imanner calculated to be understood by
the claimant (i) the specific reason or reasonsHerdenial; (ii) specific references to pertinBfen provisions on which the denial is ba:
(iii) a description of any additional material aféarmation necessary for the claimant to perfeetdlaim, along with an explanation of why
such material or information is necessary; anddppropriate information about the steps to bertak#he claimant wishes to submit the
claim for review of the denial.

(d) The ninety-day period for review of a cldion benefits may be extended for an additional tyiff@0) days by a written notice to the
claimant setting forth the reason for the extensidnich notice shall be furnished to the claimasfobe the end of the original ninety (90)
day period.

(e) The Committee has delegated to the InvedtRiam Committee of the EIP/ESOP (“IPCQO”) the auitiydo review appeals of adverse
benefit determinations under this Plan. If a clédmbenefits is denied in whole or in part, theirtant or his duly authorized represental
at the claimant's sole expense, may appeal thaldeniPCO within sixty (60) days of receipt of tenial. In pursuing his appeal, the
claimant or his duly authorized representative:

(i) may request in writing that IPCO review ttenial;

(i) may review pertinent documents; and

(i)  may submit issues and comments in writing.

() The decision on review shall be made witkixty (60) days of receipt of the request for rewienless special circumstances require
an extension of time for processing, in which caskecision shall be rendered as soon as possililepblater than one-hundred twenty
(120) days after receipt of the request for revidwuch an extension of time is required, writtertice of the extension shall be furnished
to the claimant before the end of the originalysitdy period. The decision on review shall be miaderiting, shall be written in a manner
calculated to be understood by the claimant, antdérevent of an adverse decision on review skl he specific reason or reasons for
the denial, shall include specific references toglovision of the plan on which any claim dengbased, and shall inform the claimant
that access will be afforded to all documents perti to the claim for benefits. No action at lawroequity to recover benefits under the
Plan shall be commenced later than one year frend#te a decision on review is furnished to tharaat.

(g) All power and authority granted to the Cortte® for purposes of this provision may be deledjaiethe Committee to any person,
committee, or entity pursuant to a specific or gahdelegation.

Section 23. Compliance with Section 409AAt all times during each Class Year, this Plaalldbe administered and interpreted in
accordance with the requirements of Code Secti@\40hd the Final 409A Regulations. In all cases,glovisions of this Section shall apply
notwithstanding any contrary provision of the Plaat is not contained in this Section.
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AMENDED AND RESTATED
EASTMAN DIRECTORS' DEFERRED COMPENSATION PLAN

Preamble This Amended and Restated Eastman Directors'ri@éefeCompensation Plan is an unfunded,qtpralified deferred compensat
arrangement for neremployee members of the Board of Directors of Eastt@hemical Company (the “Companyynder this Plan, ea
Eligible Director is annually given an opportuntty elect to defer payment of part of his or her pensation for serving as a nemploye:
director. This Plan originally was adopted effeetdanuary 1, 1994, was amended and restated effextiof December 1, 1994, May 2, 1!
October 10, 1996, August 1, 2007 and December @08 Zin order to comply with Code Section 409A guidance issued thereunder).
Plan was last amended and restated effective Aagist 4, 2011.

Section 1. Definitions.

Section 1.1 “Account” means the account established foradi€pant under the Plan. A Participant's Accoignfurther subdivided into i
Grandfathered Account and a Non-Grandfathered Adc@s well as separate Class Year Accounts.

Section 1.2 “Board” means the Board of Directors of the Gxamy.
Section 1.3 “Board Termination Date” has the meaning désctiin Section 8.3(a).
Section 1.4 *“Change in Control” shall have the meaning #petbelow.

(a) For all purposes other than Section 17.3téhm “Change in Controltneans a change in control of the Company of a €
that would be required to be reported (assumindy ®went has not been previously reportdd”yesponse to Item I(a) of
Current Report on Form-, as in effect on December 31, 2001, pursuaneti@n 13 or 15(d) of the Exchange Act; provi
that, without limitation, a Change in Control shadl deemed to have occurred at such time as:

(i) any “person” within the meaning of Section 14¢d the Exchange Act, other than the Compal
subsidiary of the Company, or any employee bepédit(s) sponsored by the Company or any subsidiatiye Company, is
has become the “beneficial owner,” as defined iteR8d-3 under the Exchange Act, directly or indirectlf26% or more ¢
the combined voting power of the outstanding séiesriof the Company ordinarily having the rightviote at the election
directors; provided, however, that the followindglwiot constitute a Change in Control: any acqigsitby any corporation
immediately following such acquisition, more thas%@ of the outstanding securities of the acquiriegooration ordinaril
having the right to vote in the election of dirastas beneficially owned by all or substantially af those persons wt
immediately prior to such acquisition, were thedferal owners of the outstanding securities of @@mpany ordinarily havir
the right to vote in the election of directors;

(ii) individuals who constitute the Board on Janyuay 2002 (the “Incumbent Boardijave ceased f
any reason to constitute at least a majority tHepgovided that: any person becoming a directdassequent to January 1, 2(
whose election, or nomination for election by thenany's shareowners, was approved by a voteleasit threeguarters (3/<
of the directors comprising the Incumbent Boarthézi by a specific vote or by approval of the prekgtement of the Compe
in which such person is named as a nominee foctdiravithout objection to such nomination) shall k& purposes of th
Plan, considered as though such person were a marthee Incumbent Board;

(iif) upon approval by the Company's shareownera gforganization, merger or consolidation, ¢
than one with respect to which all or substantiallyof those persons who were the beneficial ownienmediately prior to su
reorganization, merger or consolidation, of outdtag securities of the Company ordinarily having ttght to vote in th
election of directors own, immediately after suchnsaction, more than 75% of the outstanding stéesirof the resultin
corporation ordinarily having the right to votetire election of directors; or

(iv) upon approval by the Company's stockholders @omplete liquidation and dissolution of
Company or the sale or other disposition of albabstantially all of the assets of the Company rathan to a subsidiary of t
Company.

(b)  For purposes of Section 17.3 only, a “Chamg€antrol” shall be deemed to have occurred at such tin
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(i) any “person’within the meaning of Section 14(d) of the ExchaAgg other than the Company
subsidiary of the Company, or any employee ben@éin(s) sponsored by the Company or any subsidiathe Compan
becomes or has become the “beneficial owner,” fisaetkin Rule 13é3 under the Exchange Act, directly or indirectlfnwore
than 50% of the total fair market value or the cored voting power of the outstanding securitieshef Company ordinari
having the right to vote at the election of direstoprovided, however, that the following will nobnstitute a Change
Control: any acquisition by any corporation if, iradiately following such acquisition, 50% or more tbk outstandir
securities of the acquiring corporation ordinatiBving the right to vote in the election of dirastis beneficially owned by
or substantially all of those persons who, immeyaprior to such acquisition, were the benefidalners of the outstandi
securities of the Company ordinarily having thétitp vote in the election of directors;

(ii) any “person”within the meaning of Section 14(d) of the ExchaAgg other than the Compal
a subsidiary of the Company, or any employee bepéin(s) sponsored by the Company or any subgidibthe Compan'
becomes (or has become during the 12-consecotoveth period ending on the date of the most re@mujuisition o
acquisitions by such person) the “beneficial owhas, defined in Rule 133 under the Exchange Act, directly or indirectl§
30% or more of the combined voting power of thestaniding securities of the Company ordinarily hguine right to vote .
the election of directors; provided, however, tteg following will not constitute a Change in Canitrany acquisition by ar
corporation if, immediately following such acquiisit, more than 70% of the outstanding securitiethefacquiring corporatic
ordinarily having the right to vote in the electiohdirectors is beneficially owned by all or subdially all of those perso
who, immediately prior to such acquisition, were tieneficial owners of the outstanding securitiehe Company ordinari
having the right to vote in the election of dirasto

(i) individuals who constitute the Board on Janué, 2002 (the “Incumbent Boardgre replace
during a 12-consecutiveonth period such that the Incumbent Board is myéo a majority of the Board, provided that:
person becoming a director subsequent to JanuaB0d2 whose election, or nomination for election thg Company
shareowners, was approved by a vote of at least-tjuarters (3/4) of the directors comprising the mbent Board (either by
specific vote or by approval of the proxy statemefthe Company in which such person is named mgnainee for directc
without objection to such nomination) shall be, poarposes of this Plan, considered as though sedop were a member
the Incumbent Board; or

(iv) there occurs a reorganization, merger or cbaation, other than one with respect to whichoa
substantially all of those persons who were theebeial owners, immediately prior to such reorgatian, merger ¢
consolidation, of outstanding securities of the @any ordinarily having the right to vote in the atlen of directors owi
immediately after such transaction, 50% or moréhefoutstanding securities of the resulting corponaordinarily having th
right to vote in the election of directors.

Notwithstanding anything in this Plan to the contrano event or series of events will be deemedotustitute a “Change in Control”
for purposes of this subsection (b) unless botth@)event or series of events constitutes a “chamgontrol eventas defined und
Section 409A and the Final 409A Regulations andtli¢ event or series of events would have conetta Change in Control
defined under the Plan as in effect immediatelgmio this amendment and restatement of the Plan.

Section 1.5 “Class Year” means each calendar year. Nottetiting the foregoing, the “2004 Class Yemcludes all amounts deferred i
this Plan in 2004 and in any calendar years pa@004, plus any earnings accruing to the Partitip&2004 Class Year.

Section 1.6 “Code” means the Internal Revenue Code of 188@&mended.
Section 1.7 “Common Stock” means the $.01 par value comstook of the Company.
Section 1.8 “Company” means Eastman Chemical Company.

Section 1.9 “Compensation Groupshall mean the Company's internal organizationaesiple for the administration of the paymen
benefits under this Plan.

170




Exhibit 10.1:

Section 1.10 “Deferrable Amount” means an amount equal ® shhm of the Eligible Director's casiompensation, including retain
meeting fees, and any other compensation otheipeégable in cash plus any nefective deferrals contributed to this Plan by @mnpany o
behalf of an Eligible Director.

Section 1.11 “Eligible Director” means a member of the Boardo is not an employee of the Company or any sidrsi of the Company.

Section 1.12 “Employee Service Centerheans the Company's internal organization resplenfilb processing transactions and provi
general information for Participants under thisnPla

Section 1.13 “Enrollment Period’means the period designated by the CompensationpGothe Nominating and Corporate Govern:
Committee each year; provided however, that suctogpshall end on or before December 31 of the £¥msar immediately prior to the Cl:
Year to which the Enrollment Period relates.

Section 1.14 “Exchange Act” means the Securities ExchangeofAd934, as amended.
Section 1.15 “Final 409A Regulations” means final TreasumgRlations promulgated under Code Section 409A.

Section 1.16 “Grandfathered Accountheans the value of the Account of each ParticipanDecember 31, 2004, including (i) any amo
the Participant is entitled to receive during 2@B4t have not be credited to a Participant's Act@snof December 31, 2004, and (ii)
earnings accruing to the Participant's Grandfathérecount. For purposes of this Plan, no portiorad®articipant's Grandfathered Accc
shall be subject to Code Section 409A. For purpas$dahis Plan, the “Non-Grandfathered Accoustiall equal the value of the Particips
Account on the Participant's Board Termination Datenus the amount of the Participant's Grandfathekccount. The NoGrandfathere
Account shall be subject to Code Section 409A.

Section 1.17 “Hardship” means an emergency event beyond the Participamitsot which would cause the Participant severarfaia
hardship if the payment of amounts from his or Aecount were not approved. Any distribution for Hsinip shall be limited to distributio
from the Participant's Grandfathered Account.

Section 1.18 “Initial Enrollment Period’'means, for an Eligible Director who is newly electr appointed to serve as an Eligible Directoe
period ending no later than thirty (30) days after date on which such Eligible Director was eléaeappointed, and beginning on such ez
date as may be established by the CompensatiompGeasuEligible Director who is re-elected or appointed to the Board after a period of
having been a member of the Board may enroll dutiegnitial Enrollment Period only if he or sheswvaot eligible to participate in this Plar
any time during the twenty-four (24) month periatbpto his re-election or re-appointment.

Section 1.19 *“Nominating and Corporate Governance Committaeans the Nominating and Corporate Governance Ctieenaf the Boar
Section 1.20 “Plan” means this amended and restated Eadirantors' Deferred Compensation Plan.

Section 1.21 “Participant’means an Eligible Director who elects for one orenGlass Years to defer compensation pursuantgdtan o
who has non-elective deferrals contributed to hisduint by the Company.

Section 1.22 *“Section 16 Insiderineans a Participant who is, with respect to the @y, subject to the reporting requirements of iSa
16 of the Exchange Act.

Section 1.23Stock Fund” has the meaning assigned to that ter8ection 4.2.

Section 1.24 “Unforeseeable Emergencyiieans severe financial hardship of the Participastilting from an illness or accident of
Participant, the Participant's spouse, the Paditlp beneficiary or a dependent (as defined ineCRektion 152 without regard to Code Se
152(b)(1), (b)(2) and (d)(1)(B), loss of the Papamnt's property due to casualty (including thechierebuild a home not otherwise covere:
insurance), or other similar extraordinary and vedeeable circumstances arising as a result oft®wayond the control of the Participi
Except as otherwise provided herein, the purchdse llome and the payment of college tuition are umiforeseeable emergencies. .
distribution for an Unforeseeable Emergency shallitnited to amounts in a Participant's Non-Gratitfeed Account.

Section 1.25 “Valuation Date” means each business day.
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Section 2. Deferral of Compensatiomn Eligible Director may elect to defer receifitatl or any portion of his or her Deferrable Amauo
his or her Account for the applicable Class Ye§rafter the start of a Class Year, an Eligibledgior terminates service on the Boar
otherwise ceases to be an Eligible Director, amyipus Class Year deferral election and distribugitection relating to any Deferrable Ama
for such Class Year shall remain in effect for angh Deferrable Amount payable with respect to stielss Year.

Section 3. Deferral Elections

Section 3.1  General. An Eligible Director who wishes to defer compeima must irrevocably elect to do so during the leayble
Enrolliment Period. The Enrollment Period shall @nidr to the first day of the service year withpest to the applicable Deferrable Amor
The “service year'is the Eligible Director's taxable year in whictethervices related to the Deferrable Amount willgegformed by th
Eligible Director. Elections shall be made annuédiyeach Class Year. An election made during amliinent Period shall become irrevoce
on the date the Enrollment Period ends.

Section 3.2 Elections During the Initial Enroliment Periolotwithstanding the foregoing, in the first Clagsar in which a person becon
an Eligible Director by reason of being appointeclected to the Board, the Eligible Director mésceto defer receipt of all or any portior
his or her Deferrable Amount earned on and afteddkt day of the Initial Enrollment Period for\sees performed as a Director, provided
such deferral election is made no later than thieday of the Initial Enroliment Period and thag thllowing conditions are met:
(a) where the Deferrable Amount will be earneéroa specified performance period that began piddhe last day of the Initi
Election Period, the amount deferred is limitecitoamount equal to the amount payable for the paence period multiplied by t
ratio of the number of days remaining in the perfance period after the last day of the Initial Einment Period over the total numi
of days in the performance period, and

(b) in the case of a re-elected omppointed Eligible Director, the Eligible Directbas not been eligible to participate in the Pla
any plan required to be aggregated with the Plateuthe Final 409A Regulations) at any time dutting twentyfour month perio
prior to his or her re-election or re-appointment.

A deferral election made during an Initial Enrolim&eriod shall become irrevocable at the time ihade.

Section 4. Investment Performance of Accounts.

Section 4.1 General The Company shall designate at least two inveastriusds and may designate other investment fuodsdasure tt
deemed investment performance of each ParticipAnoteunt. The designation of any such investment$ushall not require the Compan
any of its subsidiaries or affiliates to investearmark their general assets in any specific mariier Company may change prospectively
designation of investment funds from time to tine,its sole discretion, and any such change shatllbe treated as an amendmer
modification affecting Participants' accruals unttex Plan for purposes of Section 16. The investrherds designated by the Company ¢
be for bookkeeping purposes only.

Section 4.2 Company Stock FundOne of the investment funds designated by the gamm pursuant to Section 4.1 shall be an invest
fund that is deemed to be primarily invested inreh@f Common Stock (the “Stock Fund”).

Section 5. Deferrals and Crediting Amounts to Accounts.

Section 5.1 Manner of Electing Deferral An Eligible Director may elect to defer compeimatfor each Class Year by completing
deferral election process established by the Cosgiem Group. For each Class Year, each Eligibied@r shall elect, in the manner speci
by the Compensation Group: (i) the amount of Defgle Amount to be deferred; (ii) the investmentffganance election for the deferral;
(iii) the manner of payment for such Deferrable Amb(and for any Deferrable Amount that constitutes-€lective deferrals contributed
this Plan by the Company on behalf of the Eligibieector). An election to defer compensation shallirrevocable following the end of
applicable Enroliment Period, but the Participaimi@stment performance election may be modifiedheyParticipant in the manner speci
by the Company through and including the business ithmediately preceding the date on which the rdefleamount is credited to 1
Participant's Account pursuant to Section 5.2.

Section 5.2 Crediting of Amounts to AccountExcept as otherwise provided in this Section, am®to be deferred each Class Year shi
credited to the Participant's Account as of the daich amounts are otherwise payable and shatkbliited in accordance with the Participe
investment performance election made pursuant¢td®e?. Notwithstanding the foregoing,
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each and every Deferrable Amount, when initiallgdited to the Participant's Account, shall be d¢eztliio an investment fund other than
Stock Fund until the next date that dividends aid pn Common Stock and on such date the Deferraibleunt that would have been initie
credited to the Stock Fund but for this sentenedl le deemed to be reallocated, as adjusted fairegs and losses, to the Stock Fund.

Section 6. Deferral Period Subject to Sections 9, 10 and 17 hereof, the emsgtion which a Participant elects to defer utidisrPlan sha
be deferred until the Participant dies or ceasesetwe as a member of the Board. Any such eledi@ll be made during the applice
Enrollment Period or Initial Enrollment Period imet manner established by the Compensation Group.paiment of a Participant's accc
shall be governed by Sections 8, 9, 10 and 17ppiécable.

Section 7. Investment Performance Elections.

Section 7.1 Investment Performance ElectiariSach Participant shall file an initial investm@atrformance election with the Compense
Group with respect to the investment of the Paoéint's Account. The election shall designate thestment fund or funds which shall be t
to measure the investment performance of the Raatits Account. The election shall be made withinh time period and on such form as
Compensation Group may prescribe and shall be imaghole percentages of the Participant's Accoafdrice or the Deferrable Amount tc
credited to the Participant's Account, as appliealfl the Participant does not file an investmeatf@rmance election, his Account shall
credited with earnings and losses as if based®péhformance of a default investment fund selelsiethe Company in its discretion.

Section 7.2 Changing Investment Performance ElectioAsParticipant may change his or her election éct®n 7.1 with respect to his
her Account by filing an appropriate notice withet@ompensation Group in accordance with procedeseablished by the Compensa
Group. A Participant may reallocate the currentibed of his or her Account, thereby changing tivesiment fund or funds used to mea
the future investment performance of his or hesting Account balance, by filing a notice with iempensation Group.

Section 7.3 Special Rules for Section 16 Inside#s Section 16 Insider may only elect to reallodag¢éween the Stock Fund and one or r
of the Plan's other investment funds if he or sherhade no election within the previous six motthsffect an “opposite way” funswitching
(i.e., transfer out versus transfer in) transfeo ior out of the Stock Fund or the EIP/ESOP, or aifer “opposite way” intrglan transfer ¢
plan distribution involving a Company equity seties fund which constitutes a “Discretionary Trasigm” as defined in Rule 168-under th
Exchange Actln addition, and notwithstanding the foregoing,ezt®n 16 Insider's Deferrable Amount that is aliji deemed to be investec
an investment fund other than the Stock Fund agiged in Section 5.2, shall be reallocated, follegvsuch initial allocation, to the Stock Fi
in the manner provided in Section 5.2.

Section 7.4 Distributions.All distributions from a Participant's Account sheé made in cash. Pending the complete distributibthe
Account of a Participant, the Participant shalltoore to be able to make elections pursuant toSbigtion 7.

Section 7.5 Responsibility for Investment Performance E@ats . Each Participant is solely responsible for anyestment performan
election that he or she makes pursuant to thisdeét Each Participant accepts all investmentsrisktailed by such elections, including
risk of loss and a decrease in the value of theustsccredited to his or her Account.

Section 8. Payment of Deferred Compensation

Section 8.1 Background No payment may be made from a Participant's Agtencept as provided in this Section 8 and Sest®yrl0 an
17.

Section 8.2 Manner of PaymentPayment of a Participant's Account shall be madesingle lump sum or annual installments asteteby
each Participant pursuant to this Section 8 fohdzlass Year. The maximum number of annual instii®1that may be elected for Class Y
ending on or before December 31, 2011 is ten. Theimrum number of annual installments that may keetetl for a Class Year beginning
or after January 1, 2012 is five. If a Participal#cts installments, the amount of each paymerit sbaqual to the value, as of the prece
Valuation Date, of the Participant's Class Yeard\nt, divided by the number of installments renragnfo be paid. All payments from t
Plan shall be made in cash.

Section 8.3 Timing of Payments
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(@) Payments shall commence in any year eldntetie Participant pursuant to this Section 8,hupugh the tenth year following the yea
which the Participant ceases to be a member oBdsd for any reason, but in no event may a Pgaditi elect to have payment comme
later than the year the Participant reaches age 71.

If the Participant elected to receive his or hgrrmpent in annual installments, payments shall conoaem the first business day of the m«
following the Participant's termination of serviaith the Board (“Board Termination Datedr as soon as administratively possible, bu
later than 60 days following the Participant's Bb&ermination Date, and the remaining installmentrpents will be paid on the anniversar
the initial payment date. For purposes of this P&ach installment payment under an election daliment payments made for a Class ®
ending on or before December 31, 2011 shall beidered to be a separate payment for purposes dfitted 409A Regulations. For Cl:
Years beginning on or after January 1, 2012, imstait payments under an election of installmeninpayts (or a default payment in the fc
of installment payments) shall be treated as desipgyment for purposes of the Final 409A Regufetio

If the Participant elected to receive his or hgyrpant in a lump sum, payment shall be made onitseldusiness day of the month follow
the Participant's Board Termination Date, or amnsa® administratively possible, but not later tiB@ndays following the Participant's Bo
Termination Date.

(b) The timing of the distribution of a Partiat's NonGrandfathered Account may not be accelerated, éxitepthe event of &
Unforeseeable Emergency or other permissible aatada of distribution under the following sectiookthe Final 409A Regulations: Sect
1.409A-3(j)(4)(iii) (conflicts of interest), (j)(4)(vii) fayment upon income inclusion under Section 409p{4)(ix) (plan terminations ar
liquidation), (j)(4)(xi) (payment of state, local foreign taxes), (j)(4)(xiii) (certain offsets) éii)(4)(xiv) (bona fide disputes).

Any change which delays the timing of the distribns or changes the form of distribution from thetRipant's Norsrandfathered Accou
may only be made by a written agreement signecheyNominating and Corporate Governance Committeetlaa Participant and only if t
following requirements are met:

(i) Any election to change the time and formdidtribution may not take effect until at leastrh®nths after the date on which the electic
made;

(i) Other than in the event of death, the fayment with respect to such election must berdetdor a period of at least five years from
date such payment would otherwise be made; and

(i)  Any election related to a payment to bedaaat a specified time may not be made less thamdrxhs prior to the date of the f
scheduled payment.

The election shall be irrevocable once it is made.

Any election to change the time or form of disttibn from the Participant's Grandfathered Accouayronly be made by a written agreen
signed by the Nominating and Corporate Governararar@ittee and the Participant and such change wiktffective only if it is made at le
12 months before the Participant's Board Termingiiate in order to be valid.

Section 8.4 Default Payment Distribution Electiondf a Participant does not have a valid electionfarce on the Participant's Bo
Termination Date for any Class Year, then the valkis Class Year Account(s) for which a validtdizution election does not exist shall
paid in a single lump sum to the Participant onfitst business day of the month following the Rfrant's Board Termination Date.

Section 8.5 Valuation. If a Participant elects installments, the amafrégach payment shall be equal to the value, optheeding Valuatic
Date, of the Participant's Class Year Account,d#idi by the number of installments remaining to &iel.p

Section 9. Payment of Deferred Compensation After Deatha Participant dies prior to complete paymehhis or her Accounts, tl
balance of such Accounts, valued as of the Valodiiate immediately preceding the date payment idemshall be paid in a single, lursp#r
payment no later than ninety (90) days after theid@ant's death to: (i) the beneficiary or cogmt beneficiary designated by the Partici
on forms supplied by the Nominating and Corporatvégenance Committee; or (ii) in the absence of ladvdesignation of a beneficiary
contingent beneficiary, the legal representativthefdeceased Participant's estate.

Section 10. Acceleration of Payment in Certain Circumsgsic
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Section 10.1 Hardship or Unforeseeable Emergendyardship distributions shall be limited to amauint a Participant's Grandfathe
Account and distributions for an Unforeseeable Eyaecy shall be limited to amounts in a ParticigahtonGrandfathered Account. Up
written approval from the Nominating and Corpor@mvernance Committee, a Participant may be pemhiteeceive all or part of his or |
Accounts if the Nominating and Corporate GovernaBoenmittee determines that the Participant haseeedf a Hardship or Unforesee:
Emergency. The amount distributed may not exceedathount necessary to satisfy the Hardship or @sé®able Emergency plus amo
necessary to pay taxes reasonably anticipatedrasudt of the distribution, after taking into acoabuhe extent to which such Hardshig
Unforeseeable Emergency is or may be relieved tgiroeimbursement or compensation by insurance leeraise by liquidation of tt
Participant's assets (to the extent liquidatiorsoéh assets would not itself cause severe finameedship). In addition, in the case ¢
distribution to meet an Unforeseeable Emergendysteibution may not be made to the extent thahduoforeseeable Emergency is or ma
relieved by cessation of deferrals under the Plan.

Section 10.2 Payment to IndividualsAny participant in this Plan may at his or hesaietion withdraw at any time all or part of thatgon'
Grandfathered Account balance under this Plan;igeal if this option is exercised the individualiMorfeit to the Company 10% of his or |
account balance, and will not be permitted to pagudite in this Plan for a period of 36 months frdate any payment to a Participant is n
under this section.

Section 10.3 Other Accelerated Paymernif under this Plan one-half or more of the Pgptiats with a Grandfathered Account or dift or
more of the Participants with Grandfathered Acceuotaling ondialf or more of the value of all benefits owed, reige their option fc
immediate distribution in any consecutive sionth period this will trigger immediate paymentatbParticipants of all benefits owed under
terms of this Plan from the Grandfathered Accoumenediate payout under this section will not inolreduction of the amounts paic
Participants as set forth in section 10.2. Anyvidiial that has been penalized in this signth period for electing immediate withdrawal
be paid that penalty, and continuing participatidh be allowed, if payout to all Participants umdais section occurs. Solely for purpose
this Section 10.3, “benefits” shall refer to amauhéld in Grandfathered Accounts under this Plan.

Section 10.4 Section 16 InsidersA Participant who is a Section 16 Insider mayyomceive a payment under this Section 10 fron
portion of his or her Account credited to the Stéaknd if he or she has made no election withinghevious six months to effect a fund-
switching transfer into the Stock Fund or any otlogposite way” intraplan transfer into a Company equity securities futnich constitutes
“Discretionary Transaction” as defined in Rule 1Blmnder the Exchange Act. If such a payment ocalnite the Participant is an Eligit
Director, any election to defer compensation fa& ylear in which the Participant receives a withdiashall be ineffective as to compensa
earned following the pay period during which théhdrawal is made and thereafter for the remainfilsuch Class Year and shall be ineffec
as to any other compensation elected to be defésreslich Class Year.

Section 10.5 Pro Rata WithdrawalA Participant's election to receive payment sEléhan all of the balance credited to his or hezoin
under this Section 10 shall be applied pro ra@ltof the investment funds to which the ParticiggAccount is credited under this Plan.

Section 11. Participant's Rights Unsecure@he benefits payable under this Plan shall bd pgithe Company each year out of its gel
assets. To the extent a Participant acquires g td receive a payment under this Plan, such ggall be no greater than that of an unsec
general creditor of the Company. No amount payahkger this Plan may be assigned, transferred, epered or subject to any legal proc
for the payment of any claim against a Participdhe Stock Fund shall not confer on any Particigaatright to exercise any of the right:
privileges of a shareowner of Common Stock.

Section 12. No Right to Continued ServiceParticipation in this Plan shall not give anytiRgsant any right to remain a member of
Board.

Section 13. Statement of AccountStatements will be made available no less fretipéman annually to each Participant or his or éstat
showing the value of the Participant's Account.

Section 14. Deductions The Company will withhold to the extent requirey law all applicable income and other taxes framoant:
deferred or paid under this Plan.

Section 15. Administration.
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Section 15.1 Responsibility. Except as expressly provided otherwise hereim,Nbminating and Corporate Governance Committe#
have total and exclusive responsibility to contoglerate, manage and administer this Plan in aaocedwith its terms.

Section 15.2 Authority of the Nominating and Corporate Gmance Committee The Nominating and Corporate Governance Comn
shall have all the authority that may be necessahgelpful to enable it to discharge its resporiisies with respect to this Plan. Without limiti
the generality of the preceding sentence, the Natinig and Corporate Governance Committee shall Havexclusive right: to interpret tl
Plan, to determine eligibility for participation this Plan, to decide all questions concerningilglity for and the amount of benefits pays
under this Plan, to construe any ambiguous pravisichis Plan, to correct any default, to supply amission, to reconcile any inconsistel
and to decide any and all questions arising irattrainistration, interpretation, and applicatiortta§ Plan.

Section 15.3 Discretionary Authority The Nominating and Corporate Governance Commgtedl have full discretionary authority in
matters related to the discharge of its resporitséisil and the exercise of its authority under tRian including, without limitation, i
construction of the terms of this Plan and its debeation of eligibility for participation and befits under this Plan. It is the intent that
decisions of the Nominating and Corporate Goveragdemmittee and its action with respect to thisiRhall be final and binding upon
persons having or claiming to have any right oeriest in or under this Plan and that no such detisi action shall be modified upon judi
review unless such decision or action is provelpetarbitrary or capricious.

Section 15.4 Deleqgation of Authority The Nominating and Corporate Governance Committay delegate some or all of its authority ui
this Plan to any person or persons provided thatsaonh delegation be in writing. Where expresstyijated for in this Plan, the authority of
Compensation Committee to manage and administd?ltireis delegated to the Compensation Group.

Section 15.5 Restriction on Authority of the Nominating a@brporate Governance CommittedJnder any circumstances where
Nominating and Corporate Governance Committee tisogized to make a discretionary decision concer@irpayment of any type under -
Plan to a member of such Committee, the membeneofommittee who is to receive such payment shk# no part in the deliberations
have any voting or other power with respect to suetision.

Section 16. Amendment The Board may suspend or terminate this Plamytieme. Notwithstanding the foregoing, paymentsacnount c
Plan termination with respect to the portion oktRilan that includes the N@randfathered Accounts must comply with the reqoéets o
Section 1.409A3(j)(4)(ix) of the Final 409A Regulations. In addit, the Board may, from time to time, amend tHenRn any manner witho
shareowner approval; provided, however, that thar@8enay condition any amendment on the approvahafeowners if such approva
necessary or advisable with respect to tax, séesirior other applicable laws. No amendment, mealion, or termination shall, without 1
consent of a Participant, adversely affect suchidiaant's accruals in his or her Account as of dlage of such amendment, modification
termination.

Section 17. Change in Control

Section 17.1 Background The terms of this Section 17 shall immediatelgdmee operative, without further action or consgnaby perso
or entity, upon a Change in Control, and once dperahall supersede and control over any othevipians of this Plan.

Section 17.2 Acceleration of Payment of Grandfathered AeteuUpon the occurrence of a Change in Control, &atticipant, whether
not he or she is still a Director, shall be paidaisingle, lumpsum cash payment the balance of his or her Gradratfad Account as of t
Valuation Date immediately preceding the date paynsemade. Such payment shall be made as sooraeticpble, but in no event later tl
90 days after the date of the Change in Control.

Section 17.3 Acceleration of Payment of Ng@brandfathered AccountsUpon the occurrence of a Change in Control (dimekt in Sectio
1.4(b)), each Participant, whether or not he orishstill a Director, shall be paid in a singlemp-sum cash payment the balance of his o
Non-Grandfathered Account as of the Valuation Date idiately preceding the date payment is made. Sugmeat shall be made as sool
practicable, but in no event later than 90 dayardfte date of such Change in Control.

Section 17.4 Amendment On or After Change in Contr@n or after a Change in Control, no action, idelg, but not by way of limitatio
the amendment, suspension or termination of tras,Ahall be taken which would affect the rightsan§ Participant or the operation of -
Plan with respect to the balance in the Participaktcount.
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Section 17.5 Attorney Fees The Company shall pay all reasonable legal feesralated expenses incurred by a participant ékiag tc
obtain or enforce any payment, benefit or righthsparticipant may be entitled to under this plaerad Change in Control; provided, howe
the Participant shall be required to repay any sunbunts to the Company to the extent a court wfpsgent jurisdiction issues a final and nor
appealable order setting forth the determinati@t the position taken by the Participant was fiiusl or advanced in bad faith. For purpost
this Section, the legal fees and related expensess Ioe incurred by the Participant within 5 yedrthe date the Change in Control occurs.
reimbursements must be paid to the ParticipanhbyGompany no later than the end of the tax ydlwing the tax year in which the expe

is incurred.

Section 18. _Governing Law This Plan shall be construed, governed and eedoit accordance with the law of Tennessee, exagguc
laws are preempted by applicable federal law.

Section 19. Successors and Assigrighis Plan shall be binding upon the successatsaasigns of the parties hereto.

Section 20. Compliance with SEC Regulationst is the Company's intent that this Plan comiplyall respects with Rule 16®-of the
Exchange Act, and any regulations promulgated threter. If any provision of this Plan is found notlte in compliance with such rule,
provision shall be deemed null and void. All tract8&ans under this Plan, including, but not by wdyimitation, a Participant's election to de
compensation under Section 7 and withdrawals inetrent of Hardship or Unforeseeable Emergency uBéetion 10, shall be executec
accordance with the requirements of Section 1&®fxchange Act, as amended and any regulatiomsytgated thereunder. To the extent
any of the provisions contained herein do not confavith Rule 16b3 of the Exchange Act or any amendments theretangr success
regulation, then the Nominating and Corporate Goaece Committee may make such modifications s@ asnform this Plan to the Rul
requirements.

Section 21. Compliance with Section 409AAt all times during each Class Year, this Plaallshe administered and interpretec
accordance with the requirements of Code Secti®@A4hd the Final 409A Regulations. In all cases,plovisions of this Section shall ap
notwithstanding any contrary provision of the Pllaat is not contained in this Section.
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EASTMAN CHEMICAL COMPANY

EASTMAN UNIT PERFORMANCE PLAN
(amended and restated effective December 5, 2012)

ARTICLE 1. PURPOSE

Total cash compensation for all Company employeetiding Plan participants, is intended to be cetitiye with pay in the applicable lat
market and in the peer industry for similar jobsewhiarget levels of performance are achieved. Tasnkan Unit Performance Plan ("UPP'
the "Plan") is a variable compensation plan for aggament level individuals at Eastman Chemical Comgthe "Company") and subsidiar
of the Company, as recommended by the Chief Exexuiifficer ("CEQ")) and as designated by the Comspon and Manageme
Development Committee (the "Committee") of the Baf Directors. It is designed to deliver a portafrannual cash compensation accor
to corporate and organizational unit performanattae attainment of individual objectives and exptions. The UPP is intended to provids
incentive for superior business and individual perfance, and to tie the interests of manageneset-individuals to the performance of
Company's businesses and, thereby, the interetite @ompany and its stockholders.

ARTICLE 2. SUMMARY OF PLAN DESIGN

The UPP is designed so that a pool of dollars ("@Rool") is generated for each major functionglamization (a "Unit") within the Compar
For purposes of this plan, the CEO shall be agipant in the CEO Unit Award Pool, and the Comneittdall be the "head" and "managem
of the CEO Unit.

A Unit Award Pool will be determined by multiplyinépr each participant in a Unit:

1) Each participant's annual base pay rate on Decelbesf the year in which Company and Unit perforoers measured (t
“Performance Year”), times

2) The participant's “UPP Target Award Percentag#iich is a target award percentage, expressedpascantage of annual base t
and determined by the participant's salary graadest

3) A “Unit Performance Factor”, expressed as agmiage and determined by et corporate and/or specified organizational
(“Business Group Units”performance goals. Generally, the Performance Faeio range from 0%, if performance goals are net
up to the maximum performance factor of 200% fahedPP measure.

UPP Target Award Percentages are established b@dhamittee for executive officers of the CompanyRJTarget Award Percentages
Plan participants other than executive officersdetermined by the CEO and reviewed by the Comanitte

The performance goals and correlative PerformasacgoFs for each Unit will be established as sooprasticable, either prior to the beginn
of each Performance Year or as soon as reasonatdyniinable at the beginning of the Performancer.Y&he performance goals ¢
correlative Performance Factors are establisheth®yCommittee, based (in all cases except for B®)Cupon the recommendation of
CEO.

At the end of each Performance Year, the Committ#lecertify performance in relation to the pestablished performance goals, the
determining the Performance Factor and Award Popleiich Unit. The CEO, after consultation with empany executive officers w
management responsibility for the affected Unitd] @etermine whether, in his discretion, any atliusnts to the amounts of any of the |
Award Pools is appropriate. Once the amount of dacit Award Pool has been determined within eaclit,Unanagement will exerci
discretion in allocating the Award Pool for indivial payouts. The payouts will be based on therattant of individual objectives a
expectations established at the beginning of secfofmance Year by Unit management for each indizigharticipant. Maximum potential 1
an individual award could exceed an individual'sigrsed UPP Target Award Percentage multiplied leyWnit Performance Factor, basec
management's assessment of individual performé&imeever, except in the case of the CEO Unit AwandIRand the Unit Award Pool for t
executive officers, the sum of all individual awsrdannot exceed the sum of all Unit Award Pools.tihes Committee approves execu
officer awards and determines the CEO award, it,nrayts discretion, adjust the CEO Unit Award Pawmid the Unit Award Pool for t
executive officers. Any adjustment to these UnitakavPools will result in an adjustment to the sdralbUnit Award Pools for the Company.
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ARTICLE 3. ELIGIBILITY AND PARTICIPATION

3.01 General Eligibility

The UPP is designed for managemienel individuals who have an impact on the finahperformance of the Company. Prior to or at tine
performance goals are established for a Perform¥eee, the Committee, upon the recommendation ®GEO, will confirm in writing th
eligibility criteria for participation in the UPRf such Performance Year and the portion of eacticfent's total annual compensation thi
variable under the Plan.

To be eligible to participate in the Unit PerformarPlan, employees are not participants in othemgshortterm incentive plans such as,
not limited to, the Variable Incentive Plan, Saléwiable Compensation Plan, Dynaloy Variable Innen®Pay Plan, or other similar pla
unless approved by the senior executive responfiblduman Resources.

3.02 Mergers, Acquisitions, and Joint Ventures

Participation in the UPP for individuals who becommployees of the Company during the Performancaer & a result of a merg
acquisition, or joint venture or other business boration and are appointed to positions eligibleU&P will be subject to the approval of
senior executive responsible for Human Resourcedr(dhe case of Executive Officers, the appradfathe Compensation Committee of
Board of Directors .)

3.03 New Participants and Job Changes During the fermance Year

Individuals who are appointed to positions eligifde UPP participation during the Performance Ywdr be eligible to receive a UPP awi
based on the discretion of Unit management. Eaditipant's “Target UPP Variable Pays3, calculated as, 1) his or her annual base payor
12/31, 2) multiplied by his or her UPP Target Aw&ercentage, 3) multiplied by the Unit PerformaRaetor(s) and will be allocated to a L
Award Pool based upon the following process:

l. The Performance Year will be divided into monthiyeirvals

Il. Anyone promoted into UPP or who changes UPP ppdiicin level at any time during the performanceryedl have ¢
portion of his/her Target UPP Variable Pay allodate a Unit Award Pool based on the number of pigditing month
during the performance year (participation as eféhd of the month will be credited as an entiratmp

Il Anyone who moves to another variable pay programngttime during the performance year will haveoatipn of his/he
Target UPP Variable Pay allocated to a Unit Awaodlased on the number of participating monthénduthe performanc
year (participation as of the end of the month bélicredited as an entire mont

3.04 Terminations or Removal from All Variable PayPrograms

In the event an eligible participant (1) retire®) (lies, (3) becomes disabled under the Eastmag-Lerm Disability Plan, (4) terminat
employment as a result of, pursuant to, or in cotioe with layoff, special separation, divestituoe,similar circumstances or (5) is remo
from this program and does not become a participarny other shorterm incentive or variable pay program, such péssdarget UP
Variable Pay will be allocated to his or her UnAward Pool for such Performance Year based omtimber of participating months dur
the performance year (participation as of the eihth® month will be credited as an entire monthg/dte will be eligible to receive a U
award for such Performance Year at the sole discref the Unit management.

Participants who terminate employment with the Canypfor reasons other than those specified undgrS@ction 3.03 will be credited tc

Unit Award Pool and be eligible to receive an awandier the UPP only if they were actively employedthe last scheduled workday of
Performance Year.
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ARTICLE 4. PERFORMANCE YEAR AND PERFORMANCE GOALS

4.01 Performance Year
The Plan's Performance Year shall be the caleretarlyeginning on January 1 and ending on Deceniber 3
4.02 Performance Goals

Each year, the CEO will recommend to the Commitedormance goals for each Unit for a given Perfomoge Year. Such performance g
may be for one or more Units, for the Company aale, or for a combination of one or more Unitsl dine Company. Either by the first
of the Performance Year, or such later date asastipable, the Committee shall establish in wgtiwith respect to the Performance Ye:
target objective(s) with respect to such perforneagals and formulae or methods for computing tiieable Performance Factor(s) base
the extent to which such performance goals arénatla Performance Factors can range from 0%, ifopmance goals are not met, to
maximum performance factors for each UPP meas@aroritance goals for each measure may be basedamyoguantitative and objectiv
determinable business or financial criteria, alona combination, as the CEO and the Unit headd deem appropriate.

Once established, performance goals for a partid®éaformance Year can only be modified during Beeformance Year in the event ¢
change in the business, operations, corporatetstajcapital structure, method of conducting besén or other events or circumstances w
render the performance goals unsuitable. Any meatifin of performance goals during the Performayiear requires the approval of
Committee.

ARTICLE 5. AWARD DETERMINATION

5.01 Certification of Performance

As soon as practicable following the availability merformance results for the completed Performaviear, the Committee shall ceri
performance in relation to the pestablished goals, thereby determining the Perfocedactor(s) and Award Pools for each Unit. Tc
extent the performance goals are expressed inat@ratcounting terms, they shall be measured aicepid generally accepted accoun
principles as in existence on the date on whichpréormance goals are established and withoutdetgaany changes in such principles ¢
such date.

In determining whether the performance goals haenbmet, to the extent that such goals are exgtésserms of financial performance,
Committee may adjust the financial results for afdmance Year to exclude the effect of unusuakg@ds or income items or other eve
which are distortive of financial results for therfrmance Year. Notwithstanding actual performartbe Committee may, in its s
discretion, adjust the amounts of the Unit Awar@Bao reflect overall Company performance andiess and financial conditions.

5.02 Calculation of Unit Award Pool and Individual Award s; Report to Committee

Based upon Company and/or Unit performance ag#iesperformance goals, the Performance Factordetegmined as provided in Secti
4.02 and 5.01. The amount generated for each Uniré Pool will equal the aggregate of the TargePURariable Pay for each eligil
participant in the Unit. The CEOQ, after consultatigith the Company executive officers with managetmesponsibility for the affected Uni
will determine whether, in his discretion, any adjnents to the amounts of any of the Unit Award|®d® appropriate. Once the amoun
each Unit Award Pool has been determined withirhaaait, management shall have the sole discretaallbcate the Unit Award Pool amc
eligible participants, based on objective or sufbjecassessments of the participants' achievenfgmeeestablished goals and expectation:
the Performance Year. If the sum of individual adgaas allocated by the Unit management within &quéar Unit exceeds the Award P
amount for that Unit, the Unit management shall enalljustments to individual awards to account lier difference. In certain circumstan
(e.g. participants transferring between Units), éeer, awards in a Unit may exceed the Unit AwaradlPé&s a result, correspondi
adjustments must be made to another Unit Award.Pdw@ sum of all individual awards shall not excéleel sum of all Unit Award Pools 1
the Company. Final allocations of the Unit AwardRoshall be reported to the CEO, who shall regutUPP results to the Committee.

Committee shall approve the UPP award amountslifexacutive officers of the Company, and shalledetine the UPP Award amount for
CEO. As the Committee approves executive officearale and determines the CEO award, it may, inisisretion, adjust the CEO Unit Awe
Pool and the Unit Award Pool for the executive adfs. Any adjustment to these Unit Award Pools wvedult in an adjustment to the sum o
Unit Award Pools for the Company.
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ARTICLE 6. PAYMENT OF AWARDS

UPP award payments shall be made by the 15th daylasth for performance in the previous Performaivear, based upon the U
management's allocation of awards from the Unit AlaRools.

ARTICLE 7. SALARY ADJUSTMENTS AND BENEFITS

7.01 Salary Adjustment Upon Entry Into the UPP

The UPP is a variable compensation program whepabjcipants may earn compensation based upon @ig@rganizational, and individ
performance. New participants to the Plan are iniately administered on the appropriate rate scleethrl their assigned salary grade. -
may reduce or eliminate promotional increases, widipg upon the person's pay position in the ratgeaof the new salary grade. Subseq
salary treatment will depend upon pay/performaetationships for their assigned grade.

7.02 Salary Conversion Upon Withdrawal From the UPP

In unusual circumstances when it is necessaryrfandividual to be removed from the Plan, the imdliial's base salary and target annual
compensation will be reviewed to ensure competitdas with pay in the applicable labor market anthenchemical industry for similar jo
when target levels of performance are achievedul@hithe removal from the Plan involve a reductinrsalary grade, base salary in the
salary grade will be selected based upon the iddalls applicable training and experience.

7.03 Relationship to Benefits

The UPP award payout is considered in calculatiegb@asis for calculation of certain benefits. Fartipipants who are U.Sased employee
base salary, the actual UPP payout (if applicalhe),actual Annual Performance Plan (“APP”) pay@uapplicable),and the actual Eastm
Performance Plan (“EPP”) payout (if applicable)e @mcluded in calculating retirement benefits. Farticipants who are non-U.Base:
employees, generally retirement benefits are caledlusing only base salary plus amounts earneer tihel UPP, and APP, and EPP; hows
some countries have different rules concerningptine that must be counted in calculating retirenmtefits, and nok).S. based employe
should contact their human resources represensdfitteey have questions.

ARTICLE 8. OTHER TERMS AND CONDITIONS

8.01 Claims

No person shall have any legal claim to be graatedward under the Plan. Except as may be otheradggred by law, payouts under the F
shall not be subject in any manner to anticipatadignation, sale, transfer, assignment, pledgeymbrance, charge, garnishment, executic
levy of any kind, either voluntary or involuntafylan payouts shall be payable from the generatsais$¢he Company and no participant <
have any claim with respect to any specific assketse Company.

8.02 No Employment Rights

Neither the UPP nor any action taken under the Bl be construed as giving any employee the tigtde retained in the employ of
Company or to maintain any participant's compeosat any level.

8.03 Withholding

For Participants who are U.Based employees, the Company shall have the pawiethe right to deduct or withhold, or require atRegan:
to remit to the Company, an amount sufficient tisaFederal, state, and local taxes (including plarticipant's OASDI and MEDI obligatic
required by law to be withheld. For Participantsovetie nond. S. based employees, the Company shall haveativerpand the right to dedt
or withhold, or require a Participant to remit teetCompany, an amount sufficient to satisfy alllizpple foreign and local taxes requirec
law to be withheld.
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ARTICLE 9. ADMINISTRATION

9.01 Power and Authority of the Committee

The Committee shall have full power and authorityatiminister and interpret the provisions of thenPand to adopt such rules, regulati
agreements, guidelines, and instruments for thdarasimation of the Plan and for conduct of its Imesis as the Committee deems appropriz
advisable. The Committee sets and interprets potiopfirms the individual executive officer parpents in the UPP and the amount
variable pay under the UPP, establishes annuabqpesihce measures and performance goals, certifiesxtent to which performance gc
were satisfied under the Plan, and approves thedwrird amounts to participants who are executifieess of the Company.

9.02 Committee's Delegation of Authority

The Committee shall have full power to delegateany officer or employee of the Company the authotdt administer and interpret
procedural aspects of the Plan, subject to the$lanms, including adopting and enforcing ruledeoide procedural and administrative issues

9.03 Amending or Terminating the Plan

By action of the Committee, the Plan may be amenehedlified, suspended, or terminated, in wholengrart, at any time for any reason.
9.04 Compliance

Payouts are subject to the provisions of the Pheghamy applicable law or Company policy requiriegmbursement to the Company of cer

incentive-based compensation following an accogntastatement due to material ncempliance by the Company with any financial rejng
requirement or due to other events or conditions.

ARTICLE 10. PLAN AUDIT

The senior executive responsible for Human Resaguras responsibility for monitoring and reportingtbe administration and effectivenes
the plan. The senior executive's role is to provitependent, objective appraisal and guidanceoth the Committee and the CEO, in
administration of the UPP. Each year, the seniecetive responsible for Human Resources will prexadormal review to the Committee
the CEO.
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EASTMAN CHEMICAL COMPANY
2013 DIRECTOR STOCK COMPENSATION SUBPLAN

(a Subplan of the 2012 Omnibus Stock Compensatioridh)
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EASTMAN CHEMICAL COMPANY
2013 DIRECTOR STOCK COMPENSATION SUBPLAN

(a Subplan of the 2012 Omnibus Stock Compensatioridn)

ARTICLE 1
PURPOSE

1.1. PURPOSEThe purpose of the Plan is to attract, retain amdpensate highly-qualified individuals who are estployees
of Eastman Chemical Company or any of its subdihaor affiliates for service as members of therBdgy providing them with competitive
compensation and an ownership interest in the Sibtke Company. The Company intends that the Ribenefit the Company and its
stockholders by allowing Non-Employee Directorhiéve a personal financial stake in the Companyutiitan ownership interest in the Stock
and will closely associate the interests of Non-Eyge Directors with that of the Company's stockleos. The Plan replaces and supersedes
the 2012 Director Stock Compensation Subplan o8 Omnibus Stock Compensation Plan.

1.2. ELIGIBILITY. Non-Employee Directors of the Company who aigiEl Participants, as defined below, shall
automatically be participants in the Plan.
ARTICLE 2
DEFINITIONS
2.1 DEFINITIONS Capitalized terms used herein and not otherwisaei@fshall have the meanings assigned such terms il

the Omnibus Plan. Unless the context clearly iamgis otherwise, the following terms shall haveftilewing meanings:

(a) “Committee” means the Nominating &utporate Governance Committee of the Board.
(b) “Effective Date” of the Plan has tineaning set forth in Section 7.4 hereof.
(c) “Eligible Participant” means any pemswvho is a Non-Employee Director on the EffeciDege or becomes a Non-Employee

Director while this Plan is in effect; except tldatring any period a director is prohibited fromtg@pating in the Plan by his
or her employer or otherwise waives participatiothie Plan, such director shall not be an Eligitdeticipant.

(d) “Omnibus Plan” means the Eastman GbanCompany 2012 Omnibus Stock Compensation Rlaany subsequent equity
compensation plan approved by the Board and desigres the Omnibus Plan for purposes of this Plan.

(e) “Plan” means this Eastman Chemicah@any 2013 Director Stock Compensation Subplaananded from time to
time. The Plan is a subplan of the Omnibus Plan.

() “Plan Year(s)” means the approximiatelve-month periods between annual meetings o$tbekholders of the Company,
which, for purposes of the Plan, are the periodsviich equity Awards are earned.
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ARTICLE 3
ADMINISTRATION

3.1 ADMINISTRATION. The Plan shall be administered by the Committaghje®t to the provisions of the Plan, the
Committee shall be authorized to interpret the Plaestablish, amend, and rescind any rules agulatons relating to the Plan, and to make
all other determinations necessary or advisabléhadministration of the Plan. The Committegtsrpretation of the Plan, and all actions
taken and determinations made by the Committeaupntgo the powers vested in it hereunder, shatldmelusive and binding upon all parties
concerned including the Company, its stockholdzng, Non-Employee Directors with Awards under thenPIThe Committee may appoint a
plan administrator to carry out the ministerialdtions of the Plan, but the administrator shallehaw other authority or powers of the
Committee. The Board may reserve to itself anglloof the authority and responsibility of the Coittee under the Plan or may act as
administrator of the Plan for any and all purposgs.the extent the Board has reserved any augtamil responsibility or during any time that
the Board is acting as administrator of the Plashall have all the powers of the Committee hedeunand any reference herein to the
Committee (other than in this Section 3.1) shallide the Board. To the extent any action of tharl under the Plan conflicts with actions
taken by the Committee, the actions of the Boaadl slontrol.

3.2. RELIANCE In administering the Plan, the Committee may tgdon any information furnished by the Company, it
public accountants, and other experts. No indiidvuill have personal liability by reason of anythidone or omitted to be done by the
Company or the Committee in connection with thenPI&his limitation of liability shall not be exdive of any other limitation of liability to
which any such person may be entitled under thegamryls Certificate of Incorporation or otherwise.

ARTICLE 4
SHARES

4.1. SOURCE OF SHARES FOR THE PLANrhe shares of Stock that may be issued pursudhétBlan shall be issued
under the Omnibus Plan, subject to all of the team conditions of the Omnibus Plan. The termgdainad in the Omnibus Plan are
incorporated into and made a part of this Plan vétipect to Restricted Stock Awards pursuant hemedosuch Awards shall be governed by
and construed in accordance with the Omnibus Pliathe event of any actual or alleged conflicmesn the provisions of the Omnibus Plan
and the provisions of this Plan, the provisionshef Omnibus Plan shall be controlling and detertiraprovided that the provisions of
Section 5.4 of this Plan (rather than those ofiSedt4.6 of the Omnibus Plan) shall control andlbgerminative in the event of a Change in
Control. This Plan does not constitute a sepamtiece of shares for the Awards described herein.

ARTICLE 5
RESTRICTED STOCK AWARDS

51 INITIAL AWARD OF RESTRICTED STOCK Subiject to share availability under the OmniBlamn, on the date that a new
Non-Employee Director is initially elected or appointedthe Board, such director will receive a Reg#dcStock Award. The number of she
of Restricted Stock to be awarded shall be estaddigrom time to time by the Board. Unless and ehenged by the Board, the number of
shares of Restricted Stock to be awarded in eatial iRestricted Stock Award shall be determineddbyding $10,000 by the Fair Market
Value of one share of Stock as of the award dai reunding up to the nearest whole share (théiélriRestricted Stock Award”). Non-
Employee Directors shall be eligible to receivehban Initial Restricted Stock Award and an Annuab®icted Stock Award (as defined belc
in his or her initial year of service. Such shayeRestricted Stock shall be evidenced by a wrii&vard Notice in the form at the end of this
Plan and shall be subject to such restrictionsrekddf forfeiture as are described in the formAefard Notice and any other restrictions and
terms determined by the Board, and shall be grameér and pursuant to the terms of the Omnibus. Pla

5.2 ANNUAL AWARD OF RESTRICTED STOCK Subject to share availability under the OmniBlan, on the date of each
annual meeting of the Company's stockholders, E#igible Participant in service on the close ofibess on that date shall receive a Restr
Stock Award. The number of shares of RestrictetISto be awarded shall be established from tintarte by the Board. Unless and until
changed by the Board, the number of shares of iRestrStock to be awarded in each annual Restristedk Award for a full Plan Year shall
be determined by dividing $75,000 by the Fair Maialue of one share of Stock as of the award datd,rounding up to the nearest whole
share (the “Annual Restricted Stock Award”). Ssblares of Restricted Stock shall be evidencedvesitien Award Notice in the form at the
end of this Plan and shall be subject to suchictisins and risk of forfeiture as are describethie form of Award Notice and any other
restrictions and terms determined by the Board,swadl be granted under and pursuant to the tefrireddmnibus Plan.

185




Exhibit 10.3:

5.3 VESTING Unless and until provided otherwise by the Boérd Initial Restricted Stock Awards and the AnriRestricted Stoc
Awards shall vest and all restrictions with resgbetreto shall lapse only upon the earliest to pofu(i) three (3) years from the date of grant,
but only if the Non-Employee Director is still ar€litor of the Company immediately prior to the Btacof directors at the annual meeting of
stockholders at the end of such three-year pe(ipdhe date that his or her tenure as a direofdhe Company terminates by reason of death,
Disability, resignation effective at an annual nregbf stockholders because he or she is no loggalified to serve as a director under Sectio
3.1 of the Bylaws of the Company, or for anothegsraped reason as determined by the Committeejipth@ date that his or her tenure as
director of the Company terminates by reason obhiser failure to be reelected as a director ielantion in which he or she consented to be
named as a director nominee. If the grantee'scgeas a director of the Company (whether or net Mon-Employee Director capacity)
terminates prior to the third anniversary of theedaf grant other than as described in claus®(i{)ii) of the foregoing sentence, then the
grantee shall forfeit all of his or her right, ¢ithnd interest in and to any unvested shares dfi€led Stock as of the date of such termination
from the Board and such shares of Restricted Sthakt be reconveyed to the Company without furttoersideration or any act or action by
grantee.

5.4 CHANGE IN CONTROL

(a) Vesting of AwardsUpon a Change in Control: (i) the terms of tBéextion 5.4 shall immediately become operativehaouit
further action or consent by any person or enfityall conditions, restrictions, and limitatiois effect on Restricted Stock
Awards pursuant to this Plan shall immediately éags of the date of such event; (iii) no other troonditions, restrictions
or limitations shall be imposed upon any such Award or after such date, and in no circumstanck sizh Awards be
forfeited on or after such date; and (iv) all séahards shall automatically become one hundred perd®0%) vested
immediately.

(b) Valuation and Payment of Awardslpon a Change in Control, each Non-Employeeddare whether or not continuing in
service as a director of the Company in any capasiitall be paid, in a single lump-sum cash paynsnsoon as practicable
but in no event later than seventy-five (75) ddysrahe effective date of the Change in Conttod, value of all of his or her
outstanding Restricted Stock Awards. For purpa$eslculating the cash-out value of Awards forgmses of this Section
5.4, the Fair Market Value of Shares as of the datee Change in Control shall be used as theMarket Value of the

Shares.
ARTICLE 6
AMENDMENT, MODIFICATION, AND TERMINATION
6.1. AMENDMENT, MODIFICATION AND TERMINATION . The Board may, at any time and from time to tiamaend, modify, or

terminate the Plan without stockholder approvadyjated, however, that if an amendment to the Plaualgy in the reasonable opinion of the
Board, require stockholder approval under applieddlvs, policies, or regulations or the applicdisiing or other requirements of a securities
exchange on which the Stock is listed or tradeeh tuch amendment shall be subject to stockhofgf@oaal; and provided further, that the
Board may condition any other amendment or modificeon the approval of stockholders of the Compiamyany reason.

ARTICLE 7

GENERAL PROVISIONS
7.1 ADJUSTMENTS The adjustment provisions of the Omnibus Plail stpply with respect to Awards outstanding ob&awarded
or granted pursuant to this Plan.
7.2. DURATION OF THE PLAN The Plan shall remain in effect until terminabgdthe Board or until the earlier termination log t
Omnibus Plan.
7.3. EXPENSES OF THE PLANThe expenses of administering the Plan shalldoeebby the Company.
7.4. EFFECTIVE DATE The Plan was adopted by the Board on February@13,2and became effective on that date (the “Effect
Date”).
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FORM OF NOTICE OF RESTRICTED STOCK AWARDS
UNDER THE EASTMAN CHEMICAL COMPANY
2013 DIRECTOR STOCK COMPENSATION SUBPLAN
OF THE 2012 OMNIBUS STOCK COMPENSATION PLAN

Grantee:
Number of Restricted Share
Date of Award:

1. Award of Restricted StockEastman Chemical Company (“Company”) has grattsu, under the 2013 Director Stock
Compensation Subplan of the 2012 Eastman Chemaralp@ny Omnibus Stock Compensation Plan (the “PJdah& number of Restricted
Shares shown above (“Restricted Stock”) of its $idvalue Common Stock (“Common Stock”) to be teddestricted stock under the terms
of the Plan and this Award Notice (“Award Notice”Jhe Plan is incorporated herein by referenceraade a part of this Award
Notice. Capitalized terms not defined herein shaile the respective meanings set forth in the.|

2. Lapse of Restrictions The restrictions on transfer described belovhwétspect to the Restricted Stock awarded to yoeumeler
will lapse upon the “Vesting Date”, which shall the earliest of: (a) 4:00 p.m., Eastern Timetttiel anniversary of the Date of Award , if
and only if you are still a director of the Compammediately prior to the election of directordfa annual meeting of stockholders at the enc
of such three-year period; or (b) the date that yenure as a director of the Company terminateegon of death, disability, resignation
effective at an annual meeting of stockholders beegou are no longer qualified to serve as awiremder Section 3.1 of the Bylaws of the
Company, or for another approved reason as detethtiy the Nominating and Corporate Governance Caeenof the Board of Directors ; or
(c) the date that your tenure as a director ofQbmpany terminates by reason of completion of yben-current term in office and you fail to
be reelected as a director to another term.

3. BookEntry Reaqistration The Restricted Stock awarded pursuant to thiaréviNotice initially will be evidenced by book-entr
registration only, without the issuance of a cixdife representing such shares.

4. Issuance of SharesSubject to the provisions of Section 7 of thisakd Notice, the Company shall, provided that theditions to
vesting specified in Section 2 of this Award Notare satisfied, issue a certificate or certificdteauinrestricted shares of Common Stock eque
to the number of shares of Restricted Stock as ptigras practicable following the Vesting Date.

5. Restrictions on Transfer of ShareShares of Restricted Stock awarded under the Biad the right to vote such shares and to
receive dividends thereon, may not, except as wikerprovided in the Plan, be sold, assigned, teared, pledged, or encumbered in any way
prior to the Vesting Date, whether by operatiohe@f or otherwise, except by will or the laws of cexst and distribution. After the Vesting
Date, the unrestricted shares of Common Stock reagdued during your lifetime only to you, exceptlie case of a permanent disability
involving mental incapacity.

6. Rights as a StockholderExcept as otherwise provided in the Plan or Avisird Notice, prior to the Vesting Date, you wilive all
of the other rights of a stockholder with respedtte Restricted Stock, including, but not limitedthe right to receive such cash or other
dividends, if any, as may be declared on such sHawen time to time and the right to vote (in persw by proxy) such shares at any meetir
stockholders of the Company.

7. Termination of Tenure as a DirectotJpon termination of your tenure as a directothef Company prior to the Vesting Date, all of
the Restricted Stock awarded to you shall be cadcahd forfeited by you to the Company withoutphgment of any consideration by the
Company. In such event, neither you nor your ssemes, heirs, assigns, or personal representatillahereafter have any further rights or
interest in or with respect to such shares.

8. Change in Control Upon a Change in Control of the Company, thevigions of Section 5.4 of the Plan shall automditicand
immediately become operative with respect to thstiged Stock.

9. No Right to Continued Position on Boardeither the Plan, the award of Restricted Stacdk,this Award Notice, shall give you
any right to remain on the Company's Board of Doex

10. Restrictions on Issuance of Shardfat any time the Company shall determine, $rsitle discretion, that listing, registration, or
qualification of the shares of Restricted Stocknupay securities exchange or under any state erdéthw, or
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the consent or approval of any governmental regojdiody, is necessary or advisable as a conditidhe award or issuance of certificate(s)
for such Restricted Stock hereunder, such awaissaance may not be made in whole or in part urdadsuntil such listing, registration,
qualification, consent, or approval shall have be##ected or obtained free of any conditions naeptable to the Company.

11. Plan Controls In the event of any actual or alleged conflietieen the provisions of the Plan and the provssifrthis Award
Notice, the provisions of the Plan shall be cotitrgland determinative

12. Successors This Award Notice shall be binding upon any &ssor of the Company, in accordance with the terdfniisis Award
Notice and the Plai
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AMENDMENT TO CREDIT AGREEMENT

AMENDMENT dated as of March 2, 2012 (théAinendment”) to the Credit Agreement dated as of Decemb@01.1, (the “Credit
Agreement”) among EASTMAN CHEMICAL COMPANY (the ‘Company”), the banks, financial institutions and othertingional lenders
(the “Initial Lenders ") and initial issuing banks (thelhitial Issuing Banks ") listed on the signature pages thereof, CITIGRGRIFDBAL
MARKETS INC. and J.P. MORGAN SECURITIES LLC, asrjblead arrangers, JPMORGAN CHASE BANK, N.A., ardigation agent,
BANK OF AMERICA, N.A., BARCLAYS BANK PLC, THE ROYALBANK OF SCOTLAND PLC and WELLS FARGO BANK,
NATIONAL ASSOCIATION, as documentation agents, &id IBANK, N.A., as administrative agent (tI* Agent”).

WITNESSETH:

The parties hereto agree as follows:

Section 1Defined Terms; Referencésnless otherwise specifically defined herein, e@chh used herein that is defined in the Credit
Agreement has the meaning assigned to such tetine i@redit Agreement. Each reference to “heredféreunder”, “herein” and “hereby” and
each other similar reference and each referentteitbAgreement” and each other similar referenoetained in the Credit Agreement shall,
after this Amendment becomes effective, refer eoGnedit Agreement as amended hereby.

Section 2Amendments.

(8) Section 5.02(d) of the Credit Agreemergrisended by (i) deleting the word “Restricted” iaude (iii) thereof and (ii) replacing
the words “clauses (ii) through (iv)” with the wartclauses (ii), (iv), (v) and (vi).”

(b) Section 5.03 of the Credit Agreement is adeehby adding after the first occurrence of thedvi@ubsidiaries” the words “on a
Consolidated basis.”

Section 3Representations of Comparijne Company represents and warrants that (i) {resentations and warranties of the
Company set forth in Article 4 of the Credit Agreemwill be true on and as of the Amendment Effecidate (as defined in Section 6 below)
and (ii) no Default will have occurred and be couaiing on such date.

Section 4. Governing LawThis Amendment shall be governed by and constme@géordance with the laws of the State of New York

Section 5 CounterpartsThis Amendment may be signed in any number of apatts, each of which shall be an original, wité t
same effect as if the signatures thereto and herete upon the same instrument.

Section 6. EffectivenessThis Amendment shall become effective on the ddtenithe following conditions are met (thAfhendment
Effective Date”):

(a) the Agent shall have received from each ofGbmpany and the Required Lenders a counterparbhsigned by
such party or facsimile or other written confirnaati(in form satisfactory to the Agent) that suchtypfas signed a counterpart hereof.
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EASTMAN CHEMICAL COMPANY
PERFORMANCE SHARE AWARD SUBPLAN
OF THE 2012 OMNIBUS STOCK COMPENSATION PLAN
2013-2015 PERFORMANCE PERIOD

Section 1. BackgroundUnder Article 4 of the Eastman Chemical Compa@¥20mnibus Stoc
Compensation Plan (the “Plan”), the “Committea$ @efined in the Plan), may, among other thingsyé shares of tl
$.01 par value common stock (“Common Stock”) oftEas Chemical Company (the “Company”) to “Partici{sd (as
defined in the Plan), and such awards may takddime of “Performance Awards”a defined in the Plan) which
contingent upon the attainment of certain perforceasbjectives during a specified period, and suligesuch other terrr
conditions, and restrictions as the Committee deeppsopriate. Performance Awards may be structasetQualifiec
Performance-Based Awardsaq defined in the Plan) in order to be exempt fitbm compensation deduction limit
Section 162(m) of the Internal Revenue Code of 108®de Section 162(m)”"JThe purpose of this Performance SI
Award Subplan (this “Subplan”) is to set forth tteems of the Performance Awards to be awardedher2013201¢
Performance Period specified herein, effectivefampuary 1, 2013 (the “Effective Date”).

Section 2. Definitions
€) The following definitions shall apply to thisil$lan:
@ “Actual Grant Amount’means the number of shares of Common Stock to wehjdrticipant i

entitled under a Performance Award, calculateccgoedance with Section 6 of this Subplan.

(i) “Award Amount” means the number of shares of Common Stock sutgje¢be Performant
Award granted to the Participant under this Subplathe beginning of the Performance Period.

(iii) “Award Payment Date’'means the date the Committee approves the pay@dmimon Stoc
covered by an award under this Subplan to a Paatiti

(iv) “Comparison Group” is the group of companieghwm the S&P 1500 “Materials Sectotha
are classified by Standard & Poor's as Chemicalpammes. The S&P “Materials Sectoiridex is an index «
industrial companies selected from the S&P “Supemfosite 1500”Index, identified as Global Indus
Classification Standard (“GICS”) 15.

(v) “Cost of Capital’reflects the Company's cost of debt and the costqoity, expressed a:
percentage, reflecting the percentage of interiestged on debt and the percentage of expectedretuequity
“Cost”, “debt”, “equity”, “interest”, “interest ch@ed on debt”, and “return on equitghall be determined a
measured in accordance with accounting principé&eemlly accepted in the United States (“GAARS)applied i
preparing the Company's consolidated financiakstants as of the Effective Date, excluding the whyud any
subsequent changes during the Performance Peri@AlP or in the manner of application of GAAP inre
preparation of the Company's consolidated finarstatements, and including the results from anyaimns whicl
are included in the Company's continuing operatessf the Effective Date and which are subsequ@nésente
as discontinued operations during the Performaec@dPas a result of a divestiture.

(vi) “Earnings from Continuing Operationshall be defined as the total sales of the Comr
minus the costs of all operations of any natureluseproduce such sales, including taxes, plug-tdteinteres
associated with the Company's capital debt (aseefin Section 2(a)(xii)).
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“Sales”, “costs of operations”, “taxes”, and “aftax interest associated with capital desttall be determined a
measured in accordance with accounting principleerplly accepted in the United States (“GAARY,applied i
preparing the Company's consolidated financiakstants as of the Effective Date, excluding the whyd any
subsequent changes during the Performance Peri@AlP or in the manner of application of GAAP inre
preparation of the Company's consolidated finarstatements, and including the results from anyaimns whicl
are included in the Company's continuing operatessf the Effective Date and which are subsequ@nésente
as discontinued operations during the Performaec@das a result of a divestiture.

(vii) “Maximum Deductible Amount’means the maximum amount deductible by the Com
taking into consideration the limitations under €dslection 162(m), of the Internal Revenue Code 986l a
amended, or any similar or successor provisiongtbe

(viii) “Participation Date” means February 28, 2013

(ix) “Performance Period” means January 1, 2018ugh December 31, 2015.

) “Performance Year” means one of the three adegears in the Performance Period.

(xi) “Qualifying Termination” means a termination of employment when one of tileviing

criteria has been met: combined age and yearswitsevhich equals or exceeds 75, age 55 and 1@ péaervice
or Age 50 or greater at hire date, and 5 yearewice, or Age 65.

(xii) “Return on Capital”shall mean the return produced by funds investeitienCompany ar
shall be determined as Earnings from Continuingré@jns, as defined in Section 2(a)(vi), dividedtbg Averag
Capital Employed. The impact on Earnings from @anhg Operations and on Average Capital Employkedna
or more acquisitions with an aggregate purchase @i $300 million or more and of individual acqtiens with ¢
purchase price of greater than $100 million shellexcluded for the calendar year in which the agtion ol
acquisitions occur. Average Capital Employed sbalberived by adding the Company's capital dals phuity ¢
the close of the last day of the year preceding’erdormance Year to the Company's capital delst ity at th
close of the last day of the present Performanaa,Xeith the resulting sum being divided by twoap@al debt i
defined as the sum of borrowing by the Company wlitiein one year and lonterm borrowing, as designated
the Company's balance sheet. The resulting ra&ith se multiplied by One Hundred (100) in ordectmvert suc
to a percentage. Such percentage shall be cadulatthe third place after the decimal point (ix& xxx%), an
then rounded to the second place after the deg@uoiat (i.e., xx.xx%). “Equity”, “borrowing due with one year;
and “long-term borrowingshall be determined and measured in accordanceamibunting principles genere
accepted in the United States (“GAAPEs applied in preparing the Company's consolidteaicial statements
of the Effective Date, excluding the impact of aupsequent changes during the Performance PerGAAP ol
in the manner of application of GAAP in the prepara of the Company's consolidated financial staets, an
including the results from any operations which er@uded in the Company's continuing operationofighe
Effective Date and which are subsequently presessetiscontinued operations during the Perform®&wred as
result of a divestiture.

(xiii) “Target Award” means, with respect to any eligible Participar, tdrgeted value based
the percentage of base salary specified on ExAibitreto for the Salary Grade applicable to suatidiaant.

(xiv) “TSR” means total stockholder return, as reflected bystiva of (A) change in stock pr
(measured as the difference between (1) the averatie closing prices of a company's common stotkhe Ney
York Stock Exchange, or of the last sale priceslasing prices of such stock on another natioraalitrg exchang
as applicable, in the period beginning on the ténating day
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preceding the beginning of the Performance Penmmbending on the tenth trading day of the Perfocedperior
and (Il) the average of such closing or last saleep for such stock in the period beginning ontérgh trading de
preceding the end of the Performance Period andhgnoh the tenth trading day following the end bt
Performance Period) plus (B) dividends declareduming reinvestment of dividends, and expressech
percentage return on a stockholder's hypotheteastment.

(b) Any capitalized terms used but not otherwise defiimethis Subplan shall have the respective meangs
forth in the Plan.

Section 3. Administration This Subplan shall be administered by the Comgténs and Manageme
Development Committee of the Board of Directorse Tlommittee shall have authority to interpret Sidplan, to prescribe ru
and regulations relating to this Subplan, and ke tny other actions it deems necessary or adeigabthe administration of tt
Subplan, and shall retain all general authorityntgd to it under Article 4 of the Plan. At the erfdthe Performance Period,
Committee shall approve Actual Grant Amounts awartte participants under this Subplan in accordanite the applicabl
approval and certification requirements specifiethie Plan.

Section 4. Eligibility; Types of AwardsThe Participants who are eligible to participat¢his Subplan a
those employees who, as of the Participation Dateat Salary Grade 49 and 105 and above. Employleesre promoted duril
the Performance Period to a position that wouldtrie above criteria, but who do not hold such imsias of the Participati
Date, are not eligible to participate in this SamplThe Covered Employees identified on Schedudha@ll receive Performan
Awards that are Qualified PerformanBased Awards. The remainder of the Participanti sbeeive Performance Awards t
are not intended to be Qualified Performance-Basealrds.

Section 5. Form of Payout of AwardsSSubject to the terms and conditions of the Plaah this Subplal
amounts earned in connection with the Performangards under this Subplan shall be paid out in tienfof unrestricted shai
of Common Stock; provided, however, that any frawl share of Common Stock, payable as a res@eofion 9 of this Subpl;
or otherwise, shall be paid in cash in an amouyrieigenting the market value of such fractionaleslaathe time of payment.

Section 6. Size of Awards
(@) Target Award Exhibit A hereto shows by Salary Grade the Tatgetg- Term Incentive Award as

percentage of base salary and the percentage foirflance Shares determined by Salary Grade. TreryS@rade to k
used in determining the percentage of base satargrfy Award Amount to a Participant under this [Sab shall be tr
Salary Grade applicable to the position held by gh#dicipant on the Participation Date. The actiaé of the Awar
Amount to the Participant shall be determined &y @ommittee with respect to Participants who aecetive officers ¢
the Company, and by the Committee's senior managfededegates in the case of all other Participamsed on tf
Participant's past performance and potential fortrdoutions to the Company's future long term sescdased on tf
assessment, the Participant may receive no awsdatget award amount, or any amount within thegdtaAward rang
of £25% converted to increments of 10 Shares. The Ctesrshall provide its delegates with guidelinasdeterminini
the cumulative award targets for Participants wigoret executive officers of the Company.

(b) Actual Grant Amount Subject to the Committee's authority to adjus #ctual Grant Amoul
described in Section 12, the Actual Grant Amountraed to the Participant at the end of the PerfoomaPeriod |
determined by applying a multiplier to the Part&migs Award Amount. The multiplier shall be detered by comparir
Company performance relative to two measures:

(1) The Company's TSR during the Performance Periativelto the TSRs of the companie
the Comparison Group during the Performance Pefibd.Company and each company in the Comparisong
shall be ranked by TSR, in descending order, withdompany having the highest TSR during the Padac:
Period being ranked number one. The Comparisonsball
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further be separated into quintiles (first 20%,oset 20%, etc.) and the Company's position, in iclato the
Comparison Group, shall be expressed as a positithre applicable quintile ranking; and

(i) The arithmetic average, for each of the Performafears during the Performance Perioc
the Company's average Return on Capital minus arRReh Capital target. The Return on Capital tamgéitbe
determined by the Committee. In the case of Pedanea Awards that are intended to be Qualified Perdnce-
Based Awards, the Return on Capital target for gaelr included in the Performance Period shalldiabdishe
within 90 days after commencement of the Perforrad®eriod. Moreover, in the case of Performance Awéra
are intended to be Qualified Performamased Awards, Return on Capital will be measured manner th.
complies with Code Section 162(m), including theuieement that the performance goals be object
measured.

An award multiplier table is shown in Exhibit B. @haward multiplier is based on the Compe
performance relative to its quintile ranking relatito the Comparison Group, and its average Rainrapite
relative to a target during the Performance Peridte award multipliers range from 2.5.€., 250%), if the
Company's TSR is in the top performing quintilep(t®0%) of companies in the Comparison Group an
average Return on Capital minus the target Retaor@apital is greater than 7 percentage points,QaWith nc
shares of Common Stock earned by Participants uhieSubplan) if the Company does not meet theipd
levels of performance relative to the two measures.

Section 7. Composition of Comparison Group

(@) Qualified PerformaneBased Awards In the case of Performance Awards that are idend b
Qualified Performanc®ased Awards, any member of the Comparison Groapddases to exist during the Perform:
Period shall be disregarded for the entire PerfageaPeriod. There shall be no other adjustmentienComparisc
Group after commencement of the Performance Pexititl respect to Performance Awards that are inténide be
Qualified Performance-Based Awards.

(b) Performance Awards In the case of Performance Awards that are niginded to be Qualifie
PerformanceBased Awards, the Committee retains the discratiomake the following adjustments in the Compai
Group during the Performance Period. A companyhé@omparison Group may be dropped from the CospaiiGrou
if a company's common stock ceases to be publiajed on a national stock exchange or market;comgpany is a par
to a significant merger, acquisition, or other gamization. Under these, or similar, circumstandhke, company (
companies may be removed from the Comparison Grangh,may be replaced with another company or corapdn
Standard & Poor's, consistent with their estabtistviteria for selection of companies for the Congzan Group. In ar
case where the Comparison Group ceases to existptiierwise determined to no longer be approp@aatthe basis fol
measure under this Subplan, the Committee may msiga replacement Comparison Group. In any sush, da
Committee shall have authority to determine therappate method of calculating the TSR of such fernand/c
replacement Comparison Group, whether by compléistgution of the replacement Comparison Groupl @sregard ¢
the former Comparison Group) over the entire Paréorce Period or by pro rata calculations for easm@arison Grou
or otherwise.

Section 8. Preconditions to Payout Under Performaxweards.

(a) Continuous EmploymentExcept as specified in paragraph (b) below, telmgble for payout under
Performance Award under this Subplan, a Participanost remain continuously employed with the Companye
Subsidiary at all times from the Effective Dateotigh the Award Payment Date.
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(b) Qualifying Termination, Death, Disability, or Temaition for an Approved Reason Before the Av
Payment Date If a Participant's employment is terminated doeatQualifying Termination, death, disability, amy
approved reason as determined by the Committethdicase of an executive officer) or the execubiffieer responsibl
for Human Resources (in the case of eareutive officers) (including reduction in forakyestiture, special separation
termination by mutual consent) prior to the Awamyient Date, the Participant shall receive, suligche terms ar
conditions of the Plan and this Subplan, a payepitasenting a prorated portion of the Actual Grambunt to which suc
Participant otherwise would have been entitledetteive under Section 6 of this Subplan had thadjzant remained |
employment to the end of the Performance Perioth thie precise amount of such payout to be deteuity multiplying
the Actual Grant Amount by a fraction, the numeratbwhich is the number of full calendar monthspéoged in th
Performance Period from the award effective dateutth and including the effective date of such teation, and th
denominator of which is 36 (the total number of therin the Performance Period).

Section 9. Manner and Timing of Award Payments

€) Timing of Award PaymentExcept as provided in Section 9(c), if any Awaads payable under tl
Subplan, the payment of such Awards to Participahtdl be made as soon as is administratively jgedide after fine
approval by the Committee of such payments andinvithe first taxable year immediately following tleed of th
Performance Period.

(b) Tax Withholding. The Company may withhold or require the granteeeinit a cash amount suffici
to satisfy federal, state, and local taxes (ineigdihe participant's FICA obligation) required kawlto be withhel
Further, either the Company or the grantee mayt étecatisfy the withholding requirement by havitige Compan
withhold shares of Common Stock having a Fair MaNalue on the date the tax is to be determinedaletp the
minimum statutory total tax which could be imposedthe transaction.

(©) Deferral of Award in Excess of the Maximum Detilole Amount. If payment under a Performai
Award would, or could in the reasonable estimatibthe Committee, result in the participant's reicgj compensation
excess of the Maximum Deductible Amount in a giyear, then such portion (or all, as applicablethaf Award a
would, or could in the reasonable estimation of @memmittee, cause such participant to receive cosgi®n from th
Company in excess of the Maximum Deductible Amauay, at the sole discretion of the Committee, heveded int
the right to receive a cash payment, which shalp&id at such time as permitted under Internal ReeeCode Sectic
409A and applicable Treasury Regulations and guaieléimereunder.

Section 10. No Rights as Stockholdé¥o certificates for shares of Common Stock shalissued und
this Subplan, nor shall any participant have agiitd as a stockholder as a result of participatiahis Subplan, until the Actu
Grant Amount has been determined and such panticiges otherwise become entitled to an Award utideterms of the Plan a
this Subplan. In particular, no participant shavé any right to vote or to receive dividends on stmares of Common Stock un
this Subplan until certificates for such sharesehiaseen issued as described above.

Section 11. Application of PlanThe provisions of the Plan shall apply to thi®@ean, and the provisio
of this Subplan shall be interpreted in a mannestsbent with the terms of the Plan.

Section 12. Adjustment of Actual Grant Amounthe Committee may, in its sole discretion, adjhs
Actual Grant Amount to reflect overall Company peniance and business and financial conditions, gxicethe case of
Performance Award that is a Qualified PerformaBesed Award where such actions would cause thePeshce Award that i<
Qualified Performanc&ased Award to cease to qualify for the SectiontgZExemption. In the case of a Performance A
that is a Qualified Performand&ased Award, the Committee shall retain the digameb adjust such Award downward, eithe
a formula or discretionary basis or any combingtamthe Committee determined.
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Section 13. Reimbursement of Certain Compensatallowing Restatement The Performance Awar
are subject to the provisions of the Plan and gpfieable law or Company policy requiring reimburent to the Company
certain incentive-based compensation following etoanting restatement due to material compliance by the Company w
any financial reporting requirement or due to o#nents or conditions.

Section 14. AmendmentsThe Committee may, from time to time, amend 8ubplan in any manner.

Section 15, Code Section 409All Performance Awards granted under this Subglaall be subject to the provisions of
the Plan concerning Code Section 409A, which prorsshall be incorporated into this Subplan bgnefice.

196




Exhibit 10.3¢
EXHIBIT A

Eastman Chemical Company
Performance Share Award Grant Table

2013-2015 Cycle

LTI Target Value (Percent of
Base) Percent of LTI Target Value to be Awarded in

Salary Grade Salary Performance Shares
49/49A/105BUD/105 25% 50%
50/50A/50P 30% 50%
51/110/110BUD/110A 30% 50%
115/115A 35% 50%
115BUD/115P 40% 50%
120/120A 40% 60%
125/125A 55% 60%
130/130A 65% 60%
135 75% 60%
140 85% 60%

*May not apply to all regions. Corporate discretioay apply.
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EXHIBIT B

Award Multiplier Table 2013 -2015 Award Multiplier Table

Or N © 0O OO

Differential from Target Return on Capital (ROC-(CO C+4))

Comparison Companed =% | 350" | Flw- 009000 "% | e | e | e | T
5™ quintile 0.00 0.00 0.00 0.00 0.20 0.30 0.40 0.5( 00.
4™ quintile 0.00 0.00 0.40 0.50 0.60 0.70 0.80 0.9( 01.
3" quintile <50% 0.00 0.00 0.50 0.60 0.80 1.00 1.20 1.4( 01.
3™ quintile_>50% 0.00 0.40 0.60 0.80 1.00 1.25 1.50 1.75 02.
2™ quintile 0.40 0.60 0.80 1.00 1.25 1.50 1.75 2.0( 52.
1 quintile 0.60 0.80 1.00 1.20 1.50 1.75 2.00 2.25 02.
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AWARD NOTICE

NOTICE OF PERFORMANCE SHARES
AWARDED PURSUANT TO THE
EASTMAN CHEMICAL COMPANY
2012 OMNIBUS STOCK COMPENSATION PLAN

Recipient:
Performance Period: 2013-2015
Target Award:

1. _Award of Performance ShareEhis Award Notice serves to notify you that thentpensation and Management Development
Committee of the Board of Directors (the “Commitjeaf Eastman Chemical Company ("Company") has dedro you, under the 2013-2015
Performance Share Award Subplan ("Subplan”) oRBE2 Omnibus Stock Compensation Plan ("Plan”) hentérms and conditions set fortt
the Subplan and the Plan, the number of performahaees (the "Performance Shares") of its $.0v@ae Common Stock ("Common Stoc
specified above. The Performance Shares are tighexeive Awards in the form of shares of Commuutl§ subject to the attainment of
specified performance conditions by the Companpje&i to satisfaction of the minimum performanceditons and the other terms of the
Subplan, Awards under the Subplan will ultimatedydaid in the form of unrestricted shares of Com@tmtk.

This Award Notice provides a summary of the termd eonditions of your performance shares, all oicWwherms and conditions are
contained in the Subplan and the Plan. Capitaligeds not defined herein have the respective mgarsat forth in the Subplan and the Plan,
as applicable.

2. _Performance Conditiondhe performance conditions for the Subplan ayre domparison of the total stockholder returnemesfc
to in the Subplan as "TSR," and reflecting bothadhange in stock price and the amount of dividetetdared) of the Company during the
period from January 1, 2013 through December 315Zthe "Performance Period"), to the TSRs of thaganies in the Comparison Group
(the group of companies within the Standard and'BPdWlaterials Sector” that are classified as Cheahtompanies. The S&P “Materials
Sector” index, identified as Global Industry Cléissition Standard 15, is an index of industrial gamies selected from the S&P “Super
Composite 1500” index); and 2) the arithmetic agertor each of the Performance Years during théoReance Period, of the Company's
average Return on Capital minus a Return on Cdpitgét. The specific terms of the performance @@ are summarized in Section 3 of
this Award Notice and are detailed in Section éefSubplan.

3. _Number of Performance Shares Awardéde number of Performance Shares that you hame &earded is shown above (the
"Target Award"). However, the actual number of sisasf Common Stock to which you will be entitledianthe Subplan (the "Actual Grant
Amount”) may be more or less than the Target Awdeghending upon the quintile ranking of the Compaii$pR when ranked among the
TSRs of the Comparison Group, and the CompanyisigeeReturn on Capital relative to a Return on @hgarget for each of the Performance
Years during the Performance Period. The Compaeyf®rmance relative to these measures shall dateranmultiplier to be applied to the
Target Grant Amount. Multipliers range from 2.6e(, 250%), if the Company's TSR is ranked in the tofigoening quintile (top 20%) of
companies in the Comparison Group, and the avéRagign on Capital minus the target Return on Chigitgreater than 7 percentage point:
0.0 (with no shares of Common Stock being deliveéogoarticipants), if the Company does not meeiagetevels of performance relative to
two measures. The award multiplier table is shawBxhibit A. Subject to the Committee's authorayatdjust the Actual Grant Amount
described in Section 12 of this Award Notice, y8gtual Grant Amount is determined by applying theltiplier corresponding to the
Company's performance (Exhibit A) to your Targetaku

4. _Payment of AwardlIf you are entitled to payment of an Award untter Subplan, such payment will be made as soon as
administratively practicable after the end of teeférmance Period and final approval by the Conaaijtprovided, however, that if payment of
the Award could, in the reasonable estimation efGlommittee, result in your receiving compensationhe year of scheduled payment, in
excess of the amount deductible by the Companyrudeletion 162(m) of the Internal Revenue Code, thex portion (or all, as applicable) of
the Award as could, in the reasonable estimatigdh@Committee, create such excess compensatign,antine sole discretion of the
Committee, be converted into the right to receiwash payment, which shall be paid at such tinfgeamitted under Internal Revenue Code
Section 409A and applicable Treasury Regulatiomsgandance thereunder, as specified in SectiontBeoSubplan.
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If any portion of an Award is converted into a figh receive a cash payment as described abowamnannt representing the Fair
Market Value of the deferred portion of the Act@hnt Amount will be credited to the Stock Accoohthe Executive Deferred Compensa
Plan (the “EDCP”) and hypothetically invested irtsrmf Common Stock. Thereafter, such amount véltteated in the same manner as other
investments in the EDCP, all as specified in Secfi@f the Subplan.

The Company may withhold or require you to rentaah amount sufficient to satisfy federal, statel, lacal taxes (including your
FICA obligation) required by law to be withheld.rEher, either the Company or you may elect to gatie withholding requirement by havi
the Company withhold shares of common stock haaifgir Market Value on the date the tax is to Herdgined equal to the minimum
statutory total tax which could be imposed on thagaction.

5. _Nontransferability Unless and until unrestricted shares of Commogksare delivered or, if applicable, an amountrédited
under the EDCP to you in payment of an earned AwétHe Performance Shares, the Performance Sherewt transferable except by will
by the laws of descent and distribution, and maybeosold, assigned, pledged or encumbered in ayy whether by operation of law or
otherwise.

6. _Limitation of Rights You will not have any rights as a stockholdetwispect to the Performance Shares unless ard unti
certificates for shares of Common Stock have bssued to you. No such certificates will be issuedew the Subplan until the Actual Grant
Amount has been determined and you have othereisenhe entitled to payment of an Award under thmsesf the Plan and the Subplan.
Neither the Plan, the Subplan, the granting ofdlesrformance Shares nor this Award Notice givesany right to remain employed by t
Company.

7. _Termination Upon termination of your employment with the Ca@mp and its Subsidiaries by reason of a Qualifying
Termination, death, or disability , or for anotlag@proved reason as determined by the Committabdinase of executive officers) or the
executive officer responsible for Human Resourgethgé case of non-executive employees), you witkive after the end of the Performance
Period, subject to the terms and conditions oftam and the Subplan, an Award representing a tereortion of the Actual Grant Amount to
which you otherwise would have been entitled t@iez under Section 6 of the Subplan had you rerda@memployment to the end of the
Performance Period, based on the number of fulinckdr months from the award effective date thrabgteffective date of such termination.
Upon termination of your employment with the Compand its Subsidiaries for a reason other thana@ifying Termination, death, or
disability, or another approved reason prior todhte the shares of Common Stock covered by thed\ar® delivered to you, you will not be
eligible or entitled to receive any Award under Swbplan.

8. _Noncompetition; ConfidentialityYou will not, without the written consent of t®mpany, either during your employment by
the Company or thereafter, disclose to anyone d&eemige of any confidential information which yowéacquired during your employment
relating to any of the business of the Companyepixas such disclosure or use may be requiredninemtion with your work as an employee
of the Company. During your employment by the Conypand for a period of two years after the terrtiomaof such employment, you will
not, either as principal, agent, consultant, emgdogr otherwise, engage in any work or other agtiai competition with the Company in the
field or fields in which you have worked for the i@pany. The agreement in this Section 8 appliesratgig in the United States and in other
countries but only to the extent that its applicatshall be reasonably necessary for the proteofitime Company. You will forfeit all rights
under this Award Notice to or related to the Perfance Shares if, in the determination of the Conemifin the case of executive officers) c
the executive officer responsible for Human Resesi(in the case of non-executive employees), yua kimlated any of the provisions of this
Section 8, and in that event any issuance of shpagsnent or other action with respect to the Rerémce Shares shall be made or taken, if at
all, in the sole discretion of the Committee or &xecutive officer responsible for Human Resources.

9. _Restrictions on Issuance of Shardsat any time the Company determines that Igstiregistration or qualification of the shares
covered by an Award upon any securities exchangmader any state or federal law, or the approvainyf governmental agency, is necessary
or advisable prior to the delivery of any certifiedor shares of Common Stock subject to the Awaodsuch certificate may be delivered un
and until such listing, registration, qualificationapproval shall have been effected or obtaineel 6f any conditions not acceptable to the
Company.

10. _Change in Ownership; Change in Contsutticle 14 of the Plan contains certain specialvisions that will apply in the event
a Change in Ownership or Change in Control, respagt
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11. _Adjustment of TermsThe adjustment provisions Article 15 of the Rt control in the event of a nonreciprocal tracsan
between the company and its stockholders that saheeper-share value of the Common Stock to chéingeiding, without limitation, any
stock dividend, stock split, spin-off, rights offeg, or large nonrecurring cash dividend) or ugmndccurrence of in anticipation of any other
corporate event or transaction involving the Conyp@mcluding, without limitation, any merger, comhition, or exchange of shares).

12. _Adjustment of Actual Grant Amounthe Committee may, in its sole discretion, adjbstActual Grant Amount to reflect
overall Company performance and business and fiaboanditions, except in the case of a Performaward that is a Qualified Performance-
Based Award where such actions would cause thePeahce Award that is a Qualified Performance-Basgdrd to cease to qualify for the
Section 162(m) Exemption. In the case of a Perfomaaward that is a Qualified Performance-Based iwéhe Committee shall retain the
discretion to adjust such Award downward, eitheadarmula or discretionary basis or any combimatas the Committee determined.

13. _Reimbursement of Certain Compensation watlg RestatementThe Award is subject to the provisions of thenRdad any
applicable law or Company policy requiring reimlameent to the Company of certain incentive-basedpemsation following an accounting
restatement due to material non-compliance by thrag2ainy with any financial reporting requirementlae to other events or conditions.

14. _Plan and Subplan Contrdh the event of any conflict between the provisiof the Plan or the Subplan and the provisions of
this Award Notice, the provisions of the Plan ag Bubplan, as applicable, will be controlling aetedminative.
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EXHIBIT A

Award Multiplier Table 2013 -2015 Award Multiplier Table

Exhibit 10.3¢

Differential from Target Return on Capital (ROC-(CO C+4))

Eastman TSR Relative| _ . |-499t0- -2991t0-| -0.99t0 | +0lto | +1.01t0o| +3.01t0| +5.01t0| -,
Comparison Companigs — 3% 1% 0% +1% +3% +5% +7%

5™ quintile 0.00 0.00 0.00 0.00 0.20 0.30 0.4( 05p 00
4™ quintile 0.00 0.00 0.40 0.50 0.60 0.70 0.8( 09p 01
3™ quintile <50% 0.00 0.00 0.50 0.60 0.80 1.00 1.2( 14p 01
3" quintile>50% 0.00 0.40 0.60 0.80 1.00 1.25 1.5( 170 02
2™ quintile 0.40 0.60 0.80 1.00 1.25 1.50 1.7 20p 52
1 quintile 0.60 0.80 1.00 1.20 1.50 1.75 2.0( 226 02

g N O OO0 OO
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EXHIBIT 12.01
EASTMAN CHEMICAL COMPANY AND SUBSIDIARIES

Computation of Ratios of Earnings to Fixed Charge$’

(Dollars in millions) 2012 2011 2010 2009 2008

Earnings from continuing operations before

income taxes $ 64z $ 838C $ 61t $ 18t $ 131

Add:

Interest expense 14¢ 83 10t 85 95
Appropriate portion of rental expende 26 17 14 12 14

Amortization of capitalized interest 7 7 7 8 7

Earnings as adjusted $ 82: ¢ 987 $ 744 $ 29C  $ 241

Fixed charges:

Interest expense $ 148 $ 83 $ 108 $ 8t % 9t

Appropriate portion of rental expende 26 17 14 12 14
Capitalized interest 4 9 3 14 9
Total fixed charges $ 17¢ % 10¢ % 12z % 111 3 11¢€
Ratio of earnings to fixed charges 4.6x 9.1x 6.1x 2.6x 2.1x

The Company completed the sale of the polyethylerephthalate ("PET") business, related asseteafolumbia, South Carolina, site, and technold
its Performance Polymers segment on January 31, 20t PET business, assets, and technology se&lsubstantially all of the Performance Polymers
segment. Performance Polymers segment operatinljgese presented as discontinued operationdlfperods presented. For additional information,
see Note 3, "Discontinued Operations" to the Comigazonsolidated financial statements in Partéiml 8 of this 2012 Annual Report on Form 10-K.

For all periods presented, the interest comporfergal expense is estimated to equal thiegt of such expens
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EASTMAN CHEMICAL COMPANY
SUBSIDIARIES

NAME OF SUBSIDIARY

CP Films Vertriebs GmbH

CPFilms Inc.

Crown Operations International, LLC

Dynaloy, LLC

Eastman (Shanghai) Chemical Commercial Co., Ltd
Eastman Administracién, S.A. de C.V.

Eastman Belgium B.V.B.A.

Eastman Benelux B.V.B.A.

Eastman Cayman Financial Services Limited
Eastman Chemical (Malaysia) Sdn. Bhd.
Eastman Chemical (Tongxiang) Limited

Eastman Chemical AP Holdings B.V.

Eastman Chemical Argentina S.R.L.

Eastman Chemical B.V.

Eastman Chemical Belgium B.V.

Eastman Chemical Canada, Inc.

Eastman Chemical Company Foundation, Inc.
Eastman Chemical Company Investments, Inc.
Eastman Chemical do Brasil Ltda.

Eastman Chemical EMEA B.V.

Eastman Chemical Financial Corporation
Eastman Chemical Financial Services B.V.
Eastman Chemical Germany B.V.

Eastman Chemical Germany GmbH

Eastman Chemical Germany Holdings GmbH & Co. KG
Eastman Chemical Germany Management GmbH & Co. KG
Eastman Chemical Germany Verwaltungs-GmbH
Eastman Chemical GmbH

Eastman Chemical HK Limited

Eastman Chemical Holdings do Brasil Ltda.
Eastman Chemical Holdings Spain S.L.

Eastman Chemical Holdings, S.A. de C.V.
Eastman Chemical India Private Limited
Eastman Chemical International AG

Eastman Chemical International Holdings B.V.
Eastman Chemical International LP, LLC
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JURISDICTION OF
INCORPORATION OR
ORGANIZATION

Germany
Delaware
Delaware
Delaware
China
Mexico
Belgium
Belgium
Cayhslands
Malaysia
China
Netherlands
Argentina
Netherlands
Netherlands
Canada
Tesew
i
Brazil
Netherlands
Delaware
N daimels
Netherlands
Germany
Germany
Germany
Geryma
Germany
Hong Kong
Brazi
Spain
Mexico
India
Switzerland
theelands
Delaware




EASTMAN CHEMICAL COMPANY
SUBSIDIARIES

NAME OF SUBSIDIARY

Eastman Chemical Japan Limited

Eastman Chemical Korea, Ltd.

Eastman Chemical Latin America, Inc.

Eastman Chemical Ltd.

Eastman Chemical Luxembourg Holdings 1 S.a.r.l.
Eastman Chemical Luxembourg Holdings 2 S.a.r.l.
Eastman Chemical Luxembourg Holdings 3 S.a.r.l.
Eastman Chemical Luxembourg Holdings 4 S.a.r.l.
Eastman Chemical Luxembourg Holdings LLC
Eastman Chemical Luxembourg S.a.r.l.

Eastman Chemical Middelburg B.V.

Eastman Chemical Netherlands C.V.

Eastman Chemical Netherlands Ltd.

Eastman Chemical Pioneer, LLC

Eastman Chemical Regional UK

Eastman Chemical Resins, Inc.

Eastman Chemical Singapore Pte. Ltd.

Eastman Chemical Texas City, Inc.

Eastman Chemical Uruapan, S.A. de C.V.
Eastman Chemical Workington Limited

Eastman Chemical, Asia Pacific Pte. Ltd.

Eastman Chemical, Europe, Middle East and Afrigd, L
Eastman Cogen Management L.L.C.

Eastman Cogeneration L.P.

Eastman Company UK Limited

Eastman Espafia, S.L.

Eastman Fibers Korea Limited

Eastman Gasification Services Company
Eastman International Holdings, Inc.

Eastman International Management Company
Eastman Kimyasal Uriinleri Kayit Hizmetleri Limit&irketi
Eastman Malta Limited

Eastman Mazzucchelli Hong Kong Limited
Eastman Mazzucchelli Plastics (Shenzhen) Compamytédl
Eastman Renewable Materials, LLC

Eastman Servicios Corporativos, S.A. de C.V.
Eastman Shuangwei Fibers Company Limited
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JURISDICTION OF
INCORPORATION
OR ORGANIZATION

Japan
Korea
Delaware
New York
Luxembourg
Luxembourg
Luxembourg
Luxembourg
Delaava
Luxembourg
Netherlands
Netherlands
United Kimgdo
Delaware
United Kingdom
Delaware
Singapore
Delaware
Mexico
United Kdlogn
Sirgap
Delaware
Texas
Texas
United Kingdom
Spain
Korea
Delaware
Delaware
Toaees
Turkey
Malta
Hong i§on
China
Delaware
xive
China




EASTMAN CHEMICAL COMPANY
SUBSIDIARIES

NAME OF SUBSIDIARY

Eastman Spain L.L.C.

Eastman Specialties Corporation
Eastman Specialties Holdings Corporation
Eastman Specialties OU

EGSC Beaumont, Inc.

Enterprise Genetics, Inc.

Flexsys America Co.

Flexsys America L.P.

Flexsys Asia Pacific Sdn. Bhd.

Flexsys Chemicals (M) Sdn Bhd

Flexsys Distribution GmbH

Flexsys Holding B.V.

Flexsys K.K.

Flexsys Rubber Chemicals Ltd.

Flexsys SA/NV

Flexsys Verkauf GmbH

Flexsys Verwaltungs- und Beteiligungsgesellschdftim
Genovique Specialties Wuhan Youji Chemical Co., Ltd
GMX Trading Pte. Ltd.

Holston Defense Corporation

Huper Optic Intl (GP) LLC

Huper Optik International Pte. Ltd.

Huper Optik Intl USA LP

Industriepark Nienburg GmbH

Jaeger Chimie France S.a.r.|

Kingsport Hotel, L.L.C.

Monchem International, Inc.

Mustang Pipeline Company

Nanjing Yangzi Eastman Chemical Ltd.
Novomatrix International Trading (Shanghai) Co..Ltd
Novomatrix Investments, Inc.

Novomatrix Pte. Ltd.

Novomatrix, Inc.

Primester

Qilu Eastman Specialty Chemicals, Ltd.

S E Investment LLC
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JURISDICTION OF
INCORPORATION
OR ORGANIZATION

Delaware
Delaware
Detawa
Estonia
Delaware
Nevada
Delaware
Delaware
Malaysia
Malaysia
Germany
Netherlands
Japan
United Kingdom
Belgium
Germany
Germany
China
Singapore
Virginia
Texas
Singapore
Texas
Germany
France
Tennessee
Delaware
Texas
China
China
Delaware
Singapore
Delaware
New York
China
Delaware




EASTMAN CHEMICAL COMPANY

NAME OF SUBSIDIARY

SUBSIDIARIES

Scandiflex do Brasil S.A. Industrias Quimicas

SFCLLC

Solchem Netherlands C.V.
Solutia (Thailand) Ltd.

Solutia Argentina S.R.L.

Solutia Australia Pty. Ltd.
Solutia Brasil Ltda.

Solutia Canada Inc.

Solutia Chemicals France S.a.r.l.
Solutia Chemicals Ibérica, S.L.

Solutia Chemicals India Private Limited

Solutia Deutschland GmbH
Solutia Europe SPRL/BVBA
Solutia Greater China, LLC
Solutia Hong Kong Limited
Solutia Inc.

Solutia International Trading (Shanghai) Co.

Solutia Italia S.r.l.

Solutia Japan Limited

Solutia Netherlands Holdings B.V.
Solutia Overseas, Inc.

Solutia Performance Products (Suzhou) Co., Ltd.
Solutia Performance Products Solutions Ltd.
Solutia Services International SCA/Comm. VA

Solutia Singapore Pte. Ltd.
Solutia Solar GmbH

Solutia Therminol Co., Ltd. Suzhou
Solutia Tlaxcala, S.A. de C.V.
Solutia UK Holdings Ltd.
Solutia UK Investments Ltd.
Solutia UK Ltd.

Solutia Venezuela, S.R.L.
Southwall Europe GmbH
Southwall IG Holdings, Inc.
Southwall Insulating Glass, LLC
Southwall Technologies Inc.

Sterling Chemicals JV Holdings, Inc.
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JURISDICTION OF
INCORPORATION
OR ORGANIZATION

rasl
Delaware
Netherlands
Thailand
Argentina
Australia
Brazil
Canada
France
Spain
India
Germany
Belgium
Delaware
Hong Kong
Delaware
iah
Italy
Japan
Netherlands
Delaware
China
Miaus
@em
Singapore
Germany
China
Mexico
United Kingdom
United Kingdom
United Kingdom
Venezuela
Germany
Delaware
Delaware
Delaware
Delaware
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EASTMAN CHEMICAL COMPANY

SUBSIDIARIES
JURISDICTION OF
INCORPORATION
NAME OF SUBSIDIARY OR ORGANIZATION
Sterling Methanol Company Delaware
Sterling Oxo Alcohols Company Delaware
Sun-X (South East Asia) Pte. Ltd. Singapore
Sun-X Film Pte. Ltd. Singapore
Texas City Gasification, LLC Delaware
TX Energy, LLC Delaware
V-Kool International Pte. Ltd. Singapore
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EXHIBIT 23.01

EASTMAN CHEMICAL COMPANY AND SUBSIDIARIES

Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (Ne/3308, No. 33-73810, No. 33-73812,
No. 3377844, No. 333-124558 and No. 333-170248) antérRegistration Statement on Form S-3 (No. 333-48)L6f Eastman Chemical

Company of our report dated February 28, 2013tingldo the financial statements and the effectgsnof internal control over financial
reporting, which appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
Philadelphia, Pennsylvania
February 28, 2013
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Exhibit 31.01
EASTMAN CHEMICAL COMPANY AND SUBSIDIARIES
Rule 13a - 14(a)/15d - 14(a) Certifications
I, James P. Rogers, certify that:
1. I have reviewed this annual report on FornKlé&fF Eastman Chemical Compa

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistiie a material fact necessar
make the statements made, in light of the circuncets under which such statements were made, nigaaisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining discie controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurég tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr or caused such internal control over finaho&porting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registatisclosure controls and procedures and presentais report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyaport based on such
evaluation; and

(d) Disclosed in this report any change in the regmanternal control over financial reporting thoaticurred during the registrat
most recent fiscal quarter (the registrant's fofigbal quarter in the case of an annual repodj ttas materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluationtevhal control over financial reportir
to the registrant's auditors and the audit commitfethe registrant's board of directors (or pesguerforming the equivalent functions):
(a) All significant deficiencies and material weaknessethe design or operation of internal contratiofimancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefrmaincial information; and
(b) Any fraud, whether or not material, that involveamagement or other employees who have a significaatin the registran
internal control over financial reporting.

Date: February 28, 2013
/s/ James P. Rogers

James P. Rogers
Chief Executive Officer
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Exhibit 31.02
EASTMAN CHEMICAL COMPANY AND SUBSIDIARIES
Rule 13a - 14(a)/15d - 14(a) Certifications
I, Curtis E. Espeland, certify that:
1. I have reviewed this annual report on FornKléF Eastman Chemical Compa

2. Based on my knowledge, this report does not corgayhnuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ntgadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, @her financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer and | agsponsible for establishing and maintaining disgte controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbg tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

(b) Designed such internal control over financial réipgr or caused such internal control over finaho&porting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repodirand the preparation
financial statements for external purposes in ataace with generally accepted accounting principles

(c) Evaluated the effectiveness of the registsatisclosure controls and procedures and preséntais report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; and

(d) Disclosed in this report any change in the regmisanternal control over financial reporting tlwaicurred during the registrai
most recent fiscal quarter (the registrant's fofidbal quarter in the case of an annual repodj ttas materially affected, ot
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiortexhal control over financial reportir
to the registrant's auditors and the audit commitifethe registrant's board of directors (or pesgeerforming the equivalent functions):
(a) All significant deficiencies and material weaknessethe design or operation of internal contro¢iofinancial reporting which a
reasonably likely to adversely affect the registraability to record, process, summarize and rtefraincial information; and
(b) Any fraud, whether or not material, that involveamagement or other employees who have a signifitdatin the registran
internal control over financial reporting.

Date: February 28, 2013
s/ Curtis E. Espeland

Curtis E. Espeland
Senior Vice President and Chief Financial Officer
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Exhibit 32.01
EASTMAN CHEMICAL COMPANY AND SUBSIDIARIES
Section 1350 Certifications
In connection with the Annual Report of Eastman i@ioal Company (the "Company") on Form 10-K for gegiod ending December 31,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Report"), eadhefundersigned officers of the Company
certifies, pursuant to 18 U.S.C. § 1350, as adopteduant to 8 906 of the Sarbanes-Oxley Act o22@@at, to such officer's knowledge:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934; an

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
Company as of the dates and for the periods exgnidaghe Report.

A signed original of this written statement reqdit®y Section 906 has been provided to Eastman @a¢@ompany and will be retained by
Eastman Chemical Company and furnished to the Siesuand Exchange Commission or its staff upomest

Date: February 28, 2013

/s/ James P. Rogers
James P. Rogers
Chief Executive Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. 81350 and is not beirggfés part of the Report or as a separate
disclosure document.
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Exhibit 32.02
EASTMAN CHEMICAL COMPANY AND SUBSIDIARIES
Section 1350 Certifications
In connection with the Annual Report of Eastman i@ioal Company (the "Company") on Form 10-K for gegiod ending December 31,
2012, as filed with the Securities and Exchange @@sion on the date hereof (the "Report"), eadhefundersigned officers of the Company
certifies, pursuant to 18 U.S.C. § 1350, as adopteduant to 8 906 of the Sarbanes-Oxley Act o22@@at, to such officer's knowledge:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934; an

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of
Company as of the dates and for the periods exgnidaghe Report.

A signed original of this written statement reqdit®y Section 906 has been provided to Eastman @a¢@ompany and will be retained by
Eastman Chemical Company and furnished to the Siesuand Exchange Commission or its staff upomest

Date: February 28, 2013

[/s/ Curtis E. Espeland
Curtis E. Espeland
Senior Vice President and Chief Financial Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. 81350 and is not beirggfés part of the Report or as a separate
disclosure document.
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