




Tbour

re rs

ftP my eas re to report that Corn rico ron rated strong

otable and growing despite very c.baihenoing environment

We rite red 201 owi 1t bat it wo go to be HF

yea .2011 be co pa ny ex ye mien ced yn ifi ca nt cI roy

net mcorne driven by price decliner for liou id crysta display

glass price de.cl nes on iola
prod

ucts at Dow Corn in pH

Hem oct te c.o nO ci cto ro ii be ro rpo niate tax

rate We nbrrned shareholders at our an ri ua irivestr.ir meeD

rig in February tbat we expecte.d tbese trends to continue in

2012 By the second ha oF the year tb vvea Ii global econoroy

beg.a ta hi ng tol on the corn pa nys perrrriaode as meL

But in ito yea rs Col
rig

has been tHroupti rercessions

depressions world warp rid ui-try rneltdowns rd no rneroci

L0 1L loriL dii an iw in ii ii an O1H

to tough timer rid Wi1 leadership tea ni has romrle hard

to errs Lire that th ii do lw rw is or ilrr than any ch len ge

vve ti-Ice

Tb ks to ca re.fc p1 rati or nil r- Ic rIt ess exec -tio

orr ig iroproveo iti performance each qua rt.er and ended

vii tO ri LIII 11 1110011 tiv it

fou Odation tor even stronger resu Itt ci 2Oit

The Macro Environment

Wendell Weeks BeFore di ri 11 cowrl rrtlo our 2012 perforrna nile ere ii net

-.

review rt the businer envroornerrt
Chairman ot hoard

cmi iLl NIh lYu ron fmw haL H1 in mug ii 1w ih

lIwil lb avit ii ilfol rKt Li iv tu Ira Cv iopi

ct in correct ion res I-ted in iciwer dii roan ci for corn in gs LCD

p1 ass and t.he nd cistry had two Li.1i rte rr cit sign rhcc nt price

declines We also experienced signficar-t shiare los sili-t

rge Lii LI glass c.u ito me io Korea wb ii c.a secl us to lowe-

Oil iboa ricia
gci

iclaoce At -the sa rile ti doe Cr1 upheavci the

solar market for p01gb-i icon ncI raw--rnclrteria pricing preisure

hm in ib ia l0 OH 10 vi nti 110 if

Co roo rat io
rr

We krievv Cr0 i-n hi start o1 2012 that we r.o ci Id not expect iiy

help iro rn he
gi

ha ec coy
We began tee II Lea dwi ri cls

he sec.o rte e\ rrten siTed as the ye rca

grer- red In no rti cu Ia lcvvd owns in -th ir Pu ropeo uto rn iv-e

mn- rket arid global truck md- ustry led to lower sa III5 of Cornings

ernissiorri contrcil
prod ucts while oui- Thlecoro ci ications

segment experienced lower sa iris i.n Li rope rid
projei-1-t oelays

io Ncirth America rid Australia as riustorners grew r.a utious

No
dli

estion it waba nc-ther tough -test fo-r Corrr 0g Lit we

we me well repa mccl than hi to th tit ri-tegy Fra rnevcor-k we

developeo in the yea he ot the -telec.omn rn ii cations

ciownt urn



pa

pa



.Iwp hoiht

rc

itt
ft

Jitt
iq

cflip

Ii

.1
.1it

Tfr
ir

If
.1

rccsc

II rs
$1

it

ii
tc c.d..1t Crlf It Vt

it
2013 and Beyond

iru

ft
LI

ytr if el-c
tat

ti

Ic

rc
.itr LI

1r









Corning Incorporated 2012 Annual Report

Index

Business Description

Risk Factors

Legal Proceedings 12

Market for Registrants Common Equity Related Stockholder Matters
and Issuer Purchases of Equity Securities 14

Selected Financial Data Unaudited 16

Managements Discussion and Analysis of Financial Condition and Results of Operations 17

Quantitative and Qualitative Disclosures About Market Risks 36

Managements Annual Report on Internal Control Over Financial Reporting 37

Report of Independent Registered Public Accounting Firm 38

Consolidated Statements of Income 39

Consolidated Statements of Comprehensive Income 40

Consolidated Balance Sheets
41

Consolidated Statements of Cash Flows 42

Consolidated Statements of Changes in Shareholders Equity 43

Notes to Consolidated Financial Statements 44

Summary of Significant Accounting Policies 44

Restructuring Impairment and Other Charges Credits 48

Available-for-Sale Investments 49

Significant Customers
50

Inventories
50

Income Taxes
51

Investments
54

Acquisition 58

Property Net of Accumulated Depreciation 59

10 Goodwill and Other Intangible Assets
59

11 Other Liabilities 60

12 Debt
61

13 Employee Retirement Plans
62

14 Commitments Contingencies and Guarantees 68
15 HedgingActivities 69
16 FairValue Measurements

70

17 Shareholders Equity 72

18 EarningsPerCommonShare 73

19 Share-based Compensation
73

20 Reportable Segments 75

21 Subsequent Events

Valuation Accounts and Reserves 80

Quarterly Operating Results
81



II

This page intentionally left blank



Corning Incorporated and its consolidated subsidiaries are hereinafter sometimes referred to asthe Company the Registrant Corningor we
This report contains forward-looking statements that involve number of risks and uncertainties These statements relate to our future plans objectives

expectations and estimates and may contain words such as believes expects anticipates estimates forecasts or similar expressions
actua results could differ materially frdm what is expressed or forecasted in our forwa rd-looking statements Some of the factors that could contribute

to these differences include those discussed under Forward-Looking Statements Risk Factors Managements DiscussIon and Analysis offiriancial

Condition and Results of Operations and elsewhere in this report

Business Description

General

Corning traces its
origins

to glass business established in 1851 The present

corporation was incorporated in the State of New York in December 1936

The Companys name was changed from Corning GlassWorksto Corning

Incorporated on April 281989

Corning Incorporated is world leader in the manufacture of specialty

glass and ceramics Drwing on more than i6o years of materials

science and process engineering knowledge Corning creates and makes

keystone components that enable high-technology systems for consumer

electronics mobile emissions control telecommunications and life sciences

Corning operates in five reportable segments Display Technologies

Telecommunications Environmental Technologies Specialty Materials

and Life Sciences Corning manufactures and processes products at

approximately 70 plants in 13 countries

Display Technologies Segment

Cornings Display Technologies segment manufactures glass substrates

for active matrix
liquid crystal displays LCD5 that are used primarily in

notebook computers flat panel desktop monitors and LCD televisions

Cornings facilities in Kentucky Japan Taiwan and China and those of our

equity affiliates in Korea develop manufacture and supply high quality

glass substrates using proprietary fusion manufacturing process and

technology expertise Our Display Technologies equity affiliates consist

of Samsung Corning Precision Materials Co Ltd Samsung Corning

Precision Materials of which Corning owns o% Samsung Electronics

Co Ltd owns 43% and three other shareholders own the reinaining 7%
and Samsung Corning Advanced Glass LLC owned equally by Corning and

Samsung Mobile Display Co Ltd Samsung Corning Precision Materials

is leading supplier of LCD glass substrates to display manufacturers in

Korea Samsung Corning Advanced Glass LLC manufactures specialty

glass substrates for the rapidly expanding organic light emitting diode

OLED device market The business intends to combine Cornings Lotus

Glass substrate technology and Samsung Displays OLED display expertise

to provide outstanding product solutions for current and future OLED

technologies Samsung Corning Precision Materials financial statements

are attached in Item Exhibits and Financial Statement Schedules

Corning is technology leader in this market introducing large-sized

glass substrates used by our customers in the production of larger LCD5

for monitors and televisions We are recognized for providing product

innovations that help our customers produce larger lighter thinner

and higher-resolution displays more affordably In industry language

glass sizes advance in what are called generations Glass substrates are

currently available from Corning in sizes upto Generation io 2850mm
3050mm Generation 10 glass substrates are produced at an advanced

manufacturingfacility located at Sakal Display Products industrial

complex in Sakai City Japan which eliminates the need for traditional

packaging shipping and delivery methods Large substrates Generation

and higher allow LCD manufacturers to produce larger and greater

number of panels from each substrate The larger size leads to economies

of scale fo LCD manufacturers

Corning invented its proprietaryfusion manufacturing process which

is the cornerstone of the Companys technology leadership in the LCD

industry The automated process yields high quality glass substrates with

excellent dimensional stability and uniformity essential attributes for

the production of increasingly larger high performance active matrix

LCDs Cornings fusion process is scalable and is thought to be the most

effective process in producing large size substrates In 2006 Corning
launched EAGLE XG the industrys first LCD glass substrate that is free

of heavy metals In 2010 leveraging the EAGLE XG composition Corning

introduced EAGLE XG Slim glass line of slim glass substrates which

enables lighter-weight portable devices and thiner televisions and monitors

In 2011 Corning launched Corning LotusGlass high-performance

display glass developed to enablecutting-edge technologies including

organic light-emittingdiode OLED displays and next generation liquid

crystal displays LCD Corning Lotus Glass helps support the demanding

manufacturing processes of both OLED and liquid crystal displays for high

performance portable devices such as smart phones tablets and notebook

computers And in 2012 Corning introduced Corning Wllow Glass our

ultra-slim flexible glass for use in next-generation consumer electronic

technologies Not only does this technology support thinner backplanes

for both OLED and LCD displays it also allows for curved displays for

immersive viewing or mounting on non-flat surfaces

LCD glass manufacturing is highly capital intenive business Corning

has made significant investmentsto expand its LCD glass facilities in

response to customer demand The environment is very competitive

Important attributes for success include efficient manufacturing access

to capital technology know-how and patents

Patent protection and proprietary trade secrets are important to this

segments operations Corning has growing portfolio of patents relating

to its products technologies and manufacturing processes Corning
licenses certain of its patents to Samsung Corning Precision Materials

and other third parties and generates royalty income from these licenses

Refer to the material under the heading Patents and Trademarks for

information relating to patents and trademarks

The Display Technologies segment represented 36% of Cornings sales

for 2012

Telecommunications Segment

The Telecommunications segment produces optical fiber and cable and

hardware and equipment products for the worldwide telecommunications

industry Corning invented the worlds first low-loss optical fiber

approximately 40 years ago and now offers range of optical fiber
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technology prOducts and enhancements for variety of applications

including premises fiber-to-the-home access metropolitan long-haul

and submarine networks Corning makes and sells lnfiniCorfibers for

local area networks data centers and central offices SMF28eTM single

mode optical fiber that provides additional transmission wavelengths

in metropolitan and access networks SMF-28 ULL fiber LEAP optical

fiber for long-haul regional and metropolitan networks ClearCurv

ultra-bendable single-mode fiber for use in multiple dwelling units and

fiber-to-the-home applications ClearCurve ultra-bendable multimode

fiber for data centers and other enterprise networks ClearCurve VSDN

ultra-bendable optical fiber designed to support emerging high-speed

interconnects between computers and other consumer electronics

devices and Vascade submarine optical fibers for use in submarine

networks Corning has optical fiber manufacturing facilities in North

Carolina China and India

significant portion of Cornings optical fiber is sold to subsidiaries and

affiliates including Corning Cable Systems LLC Beijing CCS Optical Fiber

Cable Co Ltd Chengdu CCS Optical Fiber Cable Co Ltd and Corning Cable

Systems Polska Sp o.o Optical fiber is cabled by these subsidiaries
prior

to being sold.to end uers Cornings remaining fiber production is sold

directly to end users or third party cablers around the world Cornings

cabling operations include facilities in North Carolina Poland China

Germany and smaller regional locations and equity affiliates

Cornings hardwareand equipment products include cable assemblies fiber

optic hardware fiber opticconnectors optical components and couplers

dosures and pedestals splice
and test equipment and other accessories for

optical connectivity For copper connectivity Cornings products include

subscriber emarcaion connection and protection devices xDSL different

variations ofdigitalsubscriber lines passive solutions and outside plant

enclosures Each of these product lines may be combined in Cornings

fiber-to-the-premises solutions Corning alsoprovides distributed antenna

system solutions for flexible wireless coverage in the rapidly growing

wireless market Corning has manufacturing operations for hardware

and equipnientproducts inNorth Carolina ArizonaVirginia and Texas

as well as Europe Mexico Israel and China In addition Corning offers

products for the cabe television industry including coaxial connectors

and associated tools

Patent protection is important to the segments operations The segment

has an extensive portfolio of patents relating to its products technologies

and manufacturing processes The segment Ikenses certain of its patents

to third parties and generates revenue from these licehses although the

royalty income is not currently material to this segments operating results

Corning Is licensed to use certain patents owned by others which are

considered important to the segments operations Refer to the material

under the heading Patents and Trademarks for information relating to

the Companys patents and trademarks

The 1telecommunications segment represented 27% of Cornings sales

for 2012

Environ mental Technologies Segment

Cornings Environmental Technologies segment manufactures ceramic

substrates and filter products for emissions control in mobile and stationary

applications around the world In the early 1970s Corning developed an

economical high-performance cellular ceramic substrate that is now the

standard for catalytic converters in vehicles worldwide As global emissions

control regulations tighten Corning has continued to develop more

effective and durable ceramic substrate and filter products for gasoline

and diesel applications Corning manufactures substrate and filter products

in New York Virginia China Germany and South Africa Corning sells its

ceramic substrate and filter products worldwide to manufacturers of

emission control systems who then sell to automotive and diesel vehicle

or engine manufacturers Although most sales are made to the emission

control systems manufacturers the use of Corning substrates and filters

is generally required by the specifications of the automotive and diesel

vehicle or engine manufacturers

Patent protection is important to the segments operations The segment has

an extensive portfolio
of patents relating to its products technologies and

manufacturing processes Corning is licensed to use certain patents owned

by others which are also considered important to the segments operations

Refer to the material under the heading Patents and Trademarks for

information relating to the Companys patents and trademarks

The Environmental Technologies segment represented 12% of Cornings

sales for 2012

Specialty Materials Segment

The Specialty Materials segment manufactures products that provide

more than io material formulations for glass glass ceramics and fluoride

crystals to meet demand for unique customer needs Consequently this

segmentoperates in awidevarietyofcommercial and industrial markets

that include display optics and components semiconductor optics

components aerospace and defense astronomy ophthalmic products

telecommunications components and cover glass that is optimized for

portable diplay devices and televisions

Our cover glass known as Corning Gorilla Glass is thin sheet glass

designed pecifica1Iy to function as cover glass for display devices such

as tablets notebook PC5 televisions and mobile phones Elegant and

lightweight Corning Gorilla Glass is durable enough to resist many real-

world events that commOnly cause glass failure enabling exciting new

applications in technology and design Early in 2012 Corning launched

Corning GoriIl Glass the next generation in our Corning Gorilla Glass

suite of products Corning Gorilla Glass enables up to 20% reduction in

glass thickness while maintaining the industry-leading damage resistance

toughness and scratch-resistance And in January 2013 we introduced

Corning Gorilla Glass with Native Damage Resistance This latest

version of our damage-resistant cover glass for consumer electronic

devices is based on completely new glass composition with durbiIity

enhancements developed at the atomic structural level of the glass

Corning Gorilla Glass is manufactured in Kentucky Japan and Taiwan

Semiconductor optics manufactured by Corning includes high-performance

optical material products optical-based metrology intruments and

optical assemblies for applications in the global semiconductor industry

Cornings semiconductor optics products are manufactured in New York

Other specialty glass products include glass lens and window components

and assemblies and are made in New York New Hampshire Kentucky

and France or sourced from China

Patent protection is important to the segments operations The segment

has growing portfolio of patents relating to its products technologies

and manufacturing processes Brand recognition and loyalty through

well-known trademarks are important to the segment Refer to the

material under the heading Patents and Trademarks for information

relating to the Companys patents and trademarks

The Specialty Materials segment represented approximately 17% of

Cornings sales for 2012

Life Sciences Segment

As leading developer manufacturer and global supplier of scientific

laboratoryproducts for more than 90 years Cornings Life Sciences

segment collaborates with researchers seeking new approaches to increase

efficiencies redUce costs and compress timelines in the drug discovery

process Using unique expertise in the fields of materials science surface

science optIcs biochemistry nd biology the segment provides innovative

solutions that improve productivity and enable breakthrough discoveries

Life Sciences laboratory products include general Iabware and equipment as

well as media and reagents for cell culture research and scale-up genomics

drug discovery microbiology and chemistry Corning manufactures these

products in the United States in Maine New York New Jersey California
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Utah Virginia Massachusetts and North Carolina and outside of the U.S

in Mexico France Poland the United Kingdom and China The products are

marketed worldwide primarilythrough distributors to pharmaceutical and

biotechnology companies academic institutions hospitals government

entities and other research facilities

In addition to being global leader in consumable glass and
plastic laboratory

tools for life science research Corning continues to be an innovative force

developing and producing unique technologies such as Corning Epic

Technology for high throughput screening Corning HYPER platform of

vessels for increased cell yields novel surfaces such as Corning CeIIBIND

Surface Corning Osteo Assay surface and Corning Synthemax II Surface

and Corning Microcarriers for cell scale-up therapy and vaccine applications

In the fourth quarter of 2012 Corning acquired the majority ofthe Discovery

Labware business from Becton Dickinson and Company BD The acquisition

of the BD Discovery Labware business expands our market presence in the

global laboratory consumables market especially in the Asian markets of

India Korea and Japan Cornings broad
portfolio

of laboratory products and

services will be enhanced bythe addition of the Discovery Labware businesses

four main product platforms plastic consumable labware biologically
coated

plastic consumable Iabware cell culture reagents and ADME/Tox Absorption

bistribution Metabolism Excretion and Toxicity products

Corning sells life science products underthese primary brands Corning

Costar PYREX Axygen and Gosselin Through the acquisition ofthe Discovery

Labware business additional brands have been added to our portfolio such

as Corning Matrigel Corning Gentest CorningBioCoat and Falcon

Corporate Investments

Patent protection is important to the segments operations The segment

has growing portfolio
of patents relating

to its products technologies and

manufacturing processes Brand recognition and loyalty through well-known

trademarks are importanttothe segment Refertothe material underthe

heading Patents and Trademarks for information
relating

to the Companys

patents and trademarks

the Life Sciences segment represented approximately 8% of Cornings sales

for 2012

All Other

All Other primarily includes development projects and new product lines

certain corporate investments Samsung Corning Precision Materials non-

LCD business Cornings Eurokera and Keraglass equity affiliates with Saint

Gobain Vitrage S.A of France which manufacture smooth cooktop glass/

ceramic products and Corsam an equity affiliate established between

Corning and Samsung Corning Precision Materials to provide glass technology

research Development projects and new product lines involve the use of

various technologies for new products such as advanced flow reactors

thin-film photovoltaics and adjacency businesses in pursuit of thin strong

glass applications

The Other segment represented less than i% of Cornings sales for 2012

Additional explanation regarding Corning and its five reportable segments is

presented in Managements Discussion and Analysis of Financial Condition

and Results of Operations and Note 20 Reportable Segments to the

Consolidated Financial Statements

Corning and The Dow Chemical Company Dow Chçmical each own half of

Dow Corning Corporation Dow Corning an equity company headquartered

in Michigan that manufactures silicone products worldwide Dow Corning

is leader in silicon-based technology and innovation offering more than

7000 products and services Dow Corning is the majority-owner of Hemlock

Semiconductor Group market leader in the production of high purity

polycrystalline
silicon forthe semiconductor and solar energy industries Dow

Cornings sales were $6.1 billion in 2012 Additional discussion about Dow

Corning appears in the Legal Proceedings section Dow Cornings financial

statements are attached in Item Exhibits and Financial Statement Schedules

Competition

Coming and PPG Industries Inc each own half of Pittsburgh Corning Corporation

PCC an equity company in Pennsylvania that manufactures glass products

for architectural and industrial uses PCC filed fr Chapter ii bankruptcy

reorganization in April 2000 Corning also owns half of Pittsburgh Corning

Europe NV PCE Belgian corporation that manufactures glass products

for industrial uses primarily in Europe Additional discussion about PCC and

PCE appears in the Legal Proceedings section

Additional information about corporate investments is presented in Note

Investments to the Consolidated Financial Statements

Corning competes across all of its product lines with many large and varied

manufacturers both domestic and foreign Some of these competitors are

largerthan Corning and some have broader product lines Corning strives

to sustain and improve its market position through technology and product

innovation For the future Corning believes its competitive advantage lies in

its commitmentto research and development and its commitment to quality

There is no assurance that Corning will be able to maintain or improve its

market position or competitive advantage

Display Technologies Segment

Corning including Samsung Corning Precision Materials is the largest

worldwide producer of glass substrates for active matrix LCD displays

The environment for t.CD glass substrate products is very competitive and

Corning believes it has sustained its competitive advantages by investing

in new products such as Corning Lotus glass providing consistent and

reliable supply and using its proprietary fusion manufacturing process This

process allows us to deliver glass that is larger thinner and lighter with

exceptional surface quality and without heavy metals Asahi Glass Nippon

Electric Glass and Avan Strate Inc are Cornings principal competitors in

display glass substrates

Telecommunications Segment

Competition.within the telecommunications equipment industry is intense

among several significant companies Corning is leading competitor in

the segments principal product lines which include
optical

fiber and cable

and hardware and equipment The competitive landscape includes industry

consolidation price pressure and competition for the innovation of new

products These competitive conditions are likely
to persist

Corning believes its large scale manufacturing experience fiber process

technology leadership and intellectual property assetsyield cost advantages

relative to several of its competitors The primary competing producers of

optical
fiber and cable products are OFS Furukawa Company Fujikura Ltd

Sumitomo Electric and Prysmian Group

For hardware and equipment products significant competitors are 3M

Company TE Connectivity OFS Furukawa Company and CommScope
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Environmental Technologies Segment

For worldwide automotive ceramic substrate products Corning has

major market position that has remained
relatively

stable over the past

year Corning has also established strong presence in the heavy duty and

light duty diesel vehicle market and believes its competitive advantage

in automotive ceramic substrate products for catalytic converters and

diesel filter products for exhaust systems is based upon global presence

customer service engineering design services and product innovation

Cornings Environmental Technologies products face principal competition

from NGK Denso and Ibiden

Specialty Materials Segment

Corning is one of very few manufacturers with deep capabilities in

materials science optical design shaping coating finishing metrology

and system assembly Additionally we are addressing emerging needs of

the consumer electronics industry with the development of chemically

strengthened glass Corning Gorilla Glass is thin-sheet glass that is

better able to survive events that most commonly cause glass failure Its

advanced composition allows deeper layer of chemical strengthening

than is possible with most other chemically strengthened glasses making

Raw Materials

it both durable and damage resistant Our products and capabilities in

this segment position the Company to meet the needs of broad array of

markets including display semiconductor aerospace/defense astronomy

vision care industrial/commercial and telecommunications For this

segment Schott Shin-Etsu Quartz Products Asahi Glass Carl Zeiss Nikon

Nippon Electric Glass Transitions Optical Oerlikon Hoya and Heraeus

are the main competitors

Life Sciences Segment

Corning is leading supplier of glass and plastic laboratory products

with growing plastic products çnarket presence in North America

Europe and Asia and solid laboratory glass products market presence

in the Americas Corning seeks to maintain competitive advantage by

emphasizing product quality pr9duct availability supply chain efficiency

wide product line and superior product attributes For laboratory products

Greiner Nunc Kirnble-Chase and Duran are the principal worldwide

competitors Corning also faces increasing competition from two large

distributors that have pursued backward integration or introduced

private label products

Cornings production of specialty glasses ceramics and related materials

requires significant quantities of energy uninterrupted power sources

certain precious metals and various batch materials

Although energy shortages have not been problem recently the cost

of energy remains volatile Corning has achieved
flexibility through

engineering changes to take advantage of low-cost energy sources in

most significant processes Specifically many of Cornings principal

manufacturing processes can be operated with natural gas propane oil

or electricity or combination of these energy sources

Patents and Trademarks

Availability
of resources ores minerals polymers and processed chemicals

required in manufacturing operations appears to be adequate Cornings

suppliers from time to time may experience capacity limitations in their

own operations or may eliminate certain product lins.ComIng belteves

it has adefluate programs to ensure reliable supply of batch-materials

and precious metals For many products Corning has alternate glass

compositions that would allow operations to continue without interruption

in the event of specific materials shortages

Certain key materials and proprietary equipment used in the manufacturing

of products are currently sole-sourced or available only from limited

number of suppliers Any-future difficulty in obtaining sufficient and

timely delivery of components could result in lost sales due to delays or

reductions in product shipments or reductions in Cornings gross margins

Inventions by members of Cornings research and engineering staff

have been and continue to be important to the Companys growth

Patents have been granted on many of these inventions in the United

States and other countries Some of these patents have been licensed to

other manufacturers including companies in which Corning has equity

investments Many of our earlier patents have now expired but Corning

continues to seek and obtain patents protecting its innovations In 2012

Corning was granted over 320 patents in the U.S and over 630 patents

in countries outside the U.S

Each business segment possesses patent portfolio that provides certain

competitive advantages in protecting Cornings innovations Corning has

historically enforced and will continue to enforce its intellectual property

rights At the end of 2012 Corning and its wholly-owned subsidiaries

owned over 4800 unexpired patents in various countries of which about

2800 were U.S patents Between 2013 and 2015 approximately 9% of

these patents will expire while at the same time Corning intends to seek

patents protecting its newer innovations Worldwide Corning has over

7900 patent applications in process with about 1900 in process in the

U.S Corning believes that its patent portfolio will continue to provide

competitive advantage in protecting Cornings innovation although

Cornings competitors in each of its businesses are actively seeking patent

protection as well

The Display Technologies segment has over 530 patents in variouscountries

of which over 230 are U.S patents No one patent is considered material

to this business segment Some of the important U.S-issued patents in

this segment include patents relating to glass compositions and methods

for the use and manufacture of glass substrates for display applications

There is no group of important Display Technology segment patents set

to expire between 2013 and 2015

The Telecommunications segment has over 1950 patents in various

countries of which over ioo are U.S patents No one patent is considered

material to this business segment Some of the important U.S-issued

patents in this segment include patents relating to optical fiber products

including dispersion compensating fiber low loss optical fiber and high

data rate optical fiber and processes and equipment for manufacturing

optical fiber including methods for making optical fiber preforms and

methods for drawing cooling and winding optical fiber ii patents

relating to optical fiber ribbons and methods for making such ribbon

fiber optic cable designs and methods for
installing optical

fiber cable and

iii patents relating to optical fiber connectors termination and storage

and associated methods of manufacture There is no group of important

Telecommunications segment patents set to expire between 2013 and 2015
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The Environmental Technologies segment has over oo patents in various

countries of which over.25o are U.S patents No one patent is considered

materialto this business segment Some of the important U.S-issued patents

in this segment include patents relating to cellular cerarnichoneycomb

products together with ceramic batch and binder system compositions

honeycomb extrusion and firing processes and honeycomb extrusion

dies and equipment for the high-volume low-cost manufacture of such

products There is no group
of important Environmental Technologies

patents set to expire between 2013 and 2015

The Specialty Materials segment has about 450 patents in various countries

of which over 300 are U.S patents No one patent is considered material to

this business segment Some ofthe important U.S.-issued patents in this

segment include patents relating to protective cover glass ophthamics

glasses and polarizing dies and semiconductor/microlithography optics

and blanks metrology instrumentation and laser/precision optics glass

polarizers specialty fiber and refractories There is no group of important

Specialty Materials patents set to expire between 2013 and2o15

The Life Sciences segment has over 300 patents in variojs countries of

which over iso aie U.S patents No one patent is considered material

to this business segment Some of the important U.S.-issued patents ri

this segment include patents relating tO methods and apparatusfor the

manufacture and use of scientific laboratory equipment including nucleic

acid arrays multiwell plates and cell culture products as well as equipment

and processes for label independent drug discovery There is no group

of important Life Sciences patents set to expire between 2oi3and 2015

Products reported in All Other include development projects new product

lines and other businesses or invetments that do not meet the threshold

for separate reporting

Many of the Companys patents are used in operations or are licensed for

use by others and Corning is licensed to use patents
owned by others

Corning has entered into cross licensing arrangements with some major

competitors but the scope
of such licenses has been limited to specific

product areas or technologies

Cornings principal trademarks include the following Axygen Corning

Celcor ClearCurve DuraTrap Eagle XG Epic Evolant Gorilla HPFS

Lanscape Pretium Pyrex Steuben Falcon and SMF-28e

Protection of the Environment

Corning has program to ensure that its facilities are in compliance with Cornings 2012 consolidated operating results were charged with

state federal and foreign pollution-control regulations This program approximately $40 million for depreciation maintenance waste disposal

has resulted in capital and operating expenditures during the past and other operating expenses associated with pollution control Corning

several years In order to maintain compliance with such regulations believes that its compliance program will not place it at competitive

capital expenditures for pollution control in continuing operations were disadvantage

approximately $16 million in 2012 and are estimated to be $5 million in 2013

Employees

At December 31 2012 Corning had approximately 2700 full-time employees including approximately 11700 employees in the United States From

time to time Corning also retains consultants independent contractors temporary and part-time workers Unions are certified as bargaining agents

for approximately 23.4% of Cornings United States employees
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Executive Officers

Wendell Weeks Chairman Chief Executive Officer and President

Mr Weeks joined Corning in 1983 and was named vice president and

deputy general manager of the Telecommunications Products division in

1995 vice president and general manager in 1996 senior vice president

fl 1997 senior vice president of Opto-Electronics in 1998 executive vice

president in 1999 president Corning Optical Communications in 2001

president and chief operating officer of Corning in o02 and president

and chief executive officer in 2005 Mr Weeks became chairman and

chief executive officer on April 26 2007 and president on December 31

2010 Mr Weeks is director of Merck Co Inc Mr Weeks has been

member of Cornings Board of Directors since 2000 Age

James Flaws Vice Chairman and Chi ef Financial Officer

Mr Flaws joined Corning in 1973 and served in variety of controller and

business management positions Mr Flaws was elected assistant treasurer

of Corning in 1993 vice president and controller in 1997 vice president

of finance and treasurer in May 1997 senior vice president and chief

financial officer in December 1997 executive vice president and chief

financial officer in 1999 and to his current position in 2002 Mr Flaws is

director of Dow Corning Corporation Mr Flaws has been member of

Cornings Board of Directors since 2000 Age 64

Kirk Gregg Executive Vice President and Chief Administrative Officer

Mr Gregg joined Corning in 1993 as director of Executive Compensation He

was named vice president of Executive Resources and Employee Benefits

in 1994 senior vice president Administration in December 1997 and to

his current position in 2002 He is responsible for Human Resources

Information Technology Procurement and Transportation Aviation

Community Affairs Government Affairs Business Services and Corporate

Security Priorto joining Corning Mr Gregg was with General Dynamics

Corporation as corporate director Key Management Programs and

was responsible for executive compensation and benefits executive

development and recruiting Age 53

Lawrence McRae Executive Vice President Strategy and Corporate

Development

Mr McRae joined Corning in 1985 and served in various financial sales and

marketing positions He was elected vice president Corporate Development

in 2000 senior vice president Corporate Development in 2003 and senior

vice president Strategy and Corporate Development in October 2005 He

was elected to his present position in October 2010 Mr McRae is on the

board of directors of Dow Corning Corporation and Samsung Corning

Precision Materials Co Ltd Age

Document Availability

David Morse Executive Vce President and Chief Technology Officer

Dr Morse joined Corning in 1976 In glass research and worked as

composition scientist in developing and patenting several major products

He served in variety of product and materials research and technology

director roles and was appointed dMsion vice president and technology

director for photonic technology groups beginning in March 1999

and became director of corporate research science and technology in

December 2001 He was elected vice president in January 2003 becoming

senior vice president and director of corporate research in 2006 Dr Morse

was elected to his current position in May 2012 He is on the board pf

Dow Corning Corporation and member of the National Academy of

Engineering and the National Chemistry Board Age 6o

Jeffrey Evenson Senior Vice President and Operations Chief of St aff

Dr Evenson joined Corning in June 2011 and was elected to his current

position at that time He serves on the Management Committee and

oversees variety of strategic programs and growth initiatives Prior to

joining Corning Dr Evenson was senior vice president with Sanford

Bernstein where he served as senior analyst since 2004 Before that Dr

Evenson was partner at McKinsey Company where he led technology

and market assessment for early-stage technologies Age 47

Tony Tripeny Senior Vice President Corporate Con trot/er and

Principal Accounting Officer

Mr Tripeny joined Corning in 1985 as the corporate accounting manager
of Corning Cable Systems and became the Keller

facilitys plant controller

in 1989 In 1q93 he was appointed equipment division cOhtroller of

Corning Cable Systems and in 1996 corporate controller Mr Tripeny was

appointed chief financial officer of Corning Cable Systems in July 2000

In 2003 he took on the additional role of Telecommunications group
controller He was appointed division vice president operations controller

in August 2004 and vice president corporate controller in October 2005

Mr Tripeny was elected to his current position in
April 2009 He Is on the

board of directors of Hardinge Inc Age 53

Vincent Hatton Senior Vice President and General Counsel

Mr Hatton joined Corning in 1981 as an assistant corporate counsel and

became division counsel in 1984 Mr Hatton was named assistant

general counsel Specialty Materials in May 1993 and director of the

Legal Department in 1995 Mr Hatton was elected vice president in 1998

and senior vice president in 2003 Mr Hatton was elected to his current

position on March 2007 Age 62

copy of Cornings 2012 Annual Report on Form 10-K filed with the

Securities and Exchange Commission is available upon written request

to Ms Denise Hauselt Vice President Secretary and Assistant General

Counsel Corning Incorporated HQ-E2-1o Corning NY 14831 The Annual

Report on Form 10-K quarterly reports on Form io-Q current reports

on Form 8-K and amendments pursuant to Section 13a or 15d of the

Exchange Act of 1934 and other filings are available as soon as reasonably

practicable after such material is electronically filed or furnished to the

SEC and can be accessed
electronically

free of charge through the Investor

Relations line on Cornings web site at www.corning.com The information

contained on the Companys website is not included in or incorporated

by reference into this Annual Report on Form 10-K
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Risk Factors

We operate in rapidly changing economic and technological environments

that present numerous risks many of which are driven by factors that

we cannot control or predict Our operations and fnancial results are

subject to various risks and uncertaihties including those described below

that could adversely affect our business financial condition results of

operations cash flows and the trading price of our common stock The

following discussion of risk factors identifies the most significant factors

that may adversely affect our business operations financial position

or future financial performance This information should be read

conjunction with MDA and the consolidated financial statements ahd

related notes incorpbrated by reference into this report The following

discussion of risks is not all inclusive but is designed to highlight what

we believe are important factors to consider as these factors could cause

our future results to differ from those in the forward-looking statements

and from historical trendS

As multinational global company we face many risks which could adversely

impact our ongoing operations and reported financial cesults

We operate in over ioo countries and derive substantial portion of our

revenues from and have significant Operations outside of the United

States Our international operations include manufacturing assembly

sales customer support and shared administrative service centers

Compliance with laws and regulations increases our cost of doing business

These laws and regulations include U.S laws and local laws which include

data privacy requirements labor relations laws tax laws anti-cOmpetition

regulations prohibitions on payments to governmental officials import

and trade restrictions and export requirements Non-compliance and

violations could result in fines criminal sanctions against us our officers or

our employees and prohibitions on the conduct of our business Any such

violations could result in prohibitions on our abilityto offer our products

and services in one or more countries and could also materially damage
our reputation our brand our international ecpansion efforts our ability

to attract and retain employees our business and our operating results

Our success depends in part on our ability
to anticipate these risks and

manage these difficulties

We are also subject to variety of other risks in managing iultinational

global organization including those related to

General economic conditions in each country or region

Operations outside the U.S are subject to many complex regulatory

requirements affecting international trade and investment including

anti-dumping laws export controls the Foreign Corrupt Practices Act

and local laws prohibiting corrupt payments Our operations maybe

adversely affected by changes in the substance or enforcement of these

regulatory requirements and by actual or alleged violations of them

Fluctuations in currency exchange rates convertibility of currencies and

restrictions involving the movement of funds between jurisdictions

and countries

Sovereign risks may adversely affect Cornings profitability and assets

Geographical concentration of ourfactories and operations and regional

shifts in our customer base

Periodic health epidemic concerns

Political unrest confiscation and expropriation of our assets by foreign

governments terrorism and the potential for other hostilities

Difficulty
in protecting intellectual property or sensitive commercial and

operations data or information technology systems generally

Differing legal systems including protection and treatment of intellectual

property and patents

Complex tax regimes tariffs duties trade duties and other trade barriers

including anti-dumping duties

Potentiat pdwer loss or disruption affecting manufacturing

Our sales could be negatively impacted by the actions or circumstances of

one or more key customers leading to the substantial reduction in orders

foróurproducts

In 2012 Comings ten largest customers
cc1unted

for 50% of our sales

In addition relatively small numberof customers accounted fora

high percentage of net sales in our reportable segments For 2012 three

customers of the Display Technologies segment accounted for 63% of

total segment net sales wien Aombined In the Telecommunications

segment one cdstomer accounted for 12% of segment net sales In the

Environmental Technologies segment three customers accounted for 86%

of total segment sales in aggregat In the Specialty Materials segment

two customers accounted for4% of segmOht sales in 2012 In the Life

Sciences segmenttwo customers accounted for 38% of segrrint sales

in 2012 As result of mergers and consolidations between customers

Cornings customer base could become more concentrated

Samsung Corning Precision Materials sales were also concentrated in 2012

with saleS to two LCD panel makers located in South Korea accounting for

approximately 93% of total Samsung Corning Precision Materials sales

Our Telecommunications segment customers purchases of our products

are affected by their
capital expansion piansgeneral market and economic

uncertainty and regulatorychanges iocluding broa Iband policy Sales in

the Telecommunications segment are expected to be4mpacted by the

pace of fiber-to-the-premises deployments Our sales will be dependent

on planned targets for homes passed ard connected Changes in our

customers deployment plans could adversely affect future sales in any

quarterorforthefullyear

In the Environmental Technologies segment sIes of our ceramic substrate

and filter products for automotive and diesel emissions are expected to

fluctuate with vehicle production changes in laws and regulations for air

quality and emission controls may also influence future sales Sales in our

Environmental Technologies segment are mainly to three catalyzers and

emission system control manufacturers Our customers sell these systems

to automobile and diesel engine original equipment manufacturers

Sales in this segment may be affected by adverse developments in the

global vehicle or freight hauling industries or by such factors as higher

fuel prices that may affect vehicle sales or downturns in freight traffic

Certain sales in our Specialty Materials segment track worldwide ecOnomic

cycles and our customers responsesto those cycles In additioh any positive

trends in
prior years in the sales of strengthened glass piay notcontinue

We may experience losses relating to our inability to supply contracted

quantities of this glass and processes plailned to produce new versions

of this glass may not besuccessful

Sales in our Life Sciences segment are concentrated with two large

distributors who are also competitors and the balance is to variety of

pharmaceutical and biotechnologytompanies hospitals universities and

other research facilities In 2012 our two largest distributors accounted

for 38% of Life Sciences segment sales.Changes in our distribution

arrangements in this segment may adversely affect this segments
financial results

Our operations and financial performance could be negatively impacted if

the niarket for oUr products do not develop and expand as we anticipate

The markets for our products are characterized by rapidly changing technologies

evolving industry or regulatory standards and new product introductions

Our success is dependent on the successful introduction of new products or

upgrades of current products and our ability
to compete with new technologies

Difficulty
in collecting obligations owed tous such as accounts receivable

Natural disasters such ths floods earthquakes and windstOrms and
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The following factors related to our products and markets if they do not

continue as in the recent past could have an adverse impact on our operations

our ability
to introduce leading products such as glass substrates for liquid

crystal displays optical fiber and cable and hardware and equipment

and environmental substrate and filter products at competitive prices

our ability
to manufacture glass substrates and strengthençd glas

to satisfy our customers technical requirements and our contractual

obligations and

our ability to develop new products in response to government regulations

and laws

We face pricing pressures in each of our businesses that could adversely

affect our financial performance

We face pricing pressure in each of our businesses as result of intense

competition emerging technologies or over-capacity.While we work

consistently toward reducing ur costs tO offset pricing pressures we

may not be able to achieve proportionate reductions in costs or sustain

our current rate of cost reduction We anticipate pricing pressures will

continue in the future in all our businesses

Any ofthese items could cause our sales or profitabilIty
to betgnificantly

reduced

We face risks due to foreign currency fluctuations

Because we have significant customers and operations outside the U.S

fluctuations in foreign currencies especially the Japanese yen New

Taiwan dollar Korean won and Euro affect our sales net income and

cash flow Foreign exchange rates may make our products less competitive

in countries where local currencies depreciate in value relative to the

U.S dollar and Japanese yen Sales in our Display Technologies segment

representing 36% of Cornings sales in 2012 are primarily denominated in

Japanese yen Corning hedges significant transaction and balance sheet

currency exposures and usesderivative instruments to limit exposure to

foreign currency fluctuations associated with certain monetary assets

and liabilities as well as operating results Although we selectively hedge

these items changes in exchange rates especially the Japanese yen to

U.S dollar will significantly impact our reported revenue
and profits

We have program which primarily utilizes foreign currency forward

contracts to offset the risks associated with foreign currency exposures
As

part of this program we enter into foreign currency
forward contracts so

that increases or decreases in the value of ourforeign currency exposures

are at least partially
offset by gains or losses on the foreign currency fOrward

contracts in order to mitigate the volatility associated with our foreign

currency transactions large portion of our consolidated operations

are international and we expect that we will continue to realize gains

or losses with respect to our foreign currency exposures net of gains

or losses from our hedging programs For example we will experience

foreign currency gains and losses in certain instances if it is not possible

or cost effective to hedge our foreign currency exposures or should we

elect not to hedge certain of our foreign currency exposures Our ultimate

realized loss or gain with respect to currency fluctuations will generally

depend on the size and type of cross-currency exposures
that we enter

into the currency exchange rates associated with these exposures and

changes in those rates whether we have entered into foreign currency

forward contracts to offset these exposures and other factors Allof these

factors could materially impact our results of operations anticipated

future results financial position and cash flows the timing of which is

variable and generally outside of our control

If the financial condition of our customers declines our credit risks could increase

Although we have rigorous process to administer credit and beliçve

our bad debt reserve is adequate we have experienced and in the future

may experience losses as result of our inability
to collect our accounts

receivable If our customers or our indirect customers fail to meet their

payment obligations for our products we could experience reduced

cash flows and losses in excess of amounts reserved Many customers

of our Display Technologies and Specialty Materials segments are thinly

capitalized and/or unprofitable In our Environmental Teclnologies

segment the U.S auto makers and certain oftheii suppliers have

encountered credit downgrades or have filed for bankruptcy protection

In our Telecommunications segment certain large infrastructure projects

are subject to governmental funding which ifterminated could adversely

impact the financial strength of our customers These factors may result

in an inability to collect receivables or possible loss in business

The success of our business depends on our ability to develop and produce

quality products that meet our customers needs

Our business relies on continued global demand for our brands and

products To achieve business goals we must develop and sell products

that appeal to our customers QEM5 and distributors This is dependent

on anumber of factors including our ability to manage and maintain key

customer relationships our ability to produce products that meet the quality

performance and
price expectations of our customers The manufacturing of

our products involves highly complex and precise processes In some cases

existing manufacturing may be insufficient to achieve the requirements

of our customers We will need to develop new manufacturing processes

and techniques to maintain profitable operations While we cbntinue to

fund projects to improve our manufacturing techniques and processes

and lower our costs we may not achieve satisfactory manufacturing costs

that will fully enable us to meet our profitability targets

In addition our continued success in selling products that appeal to our

customers is dependent on our ability to Innovate with respect to both

products and operations and on the availability and effectiveness of

legal protection for our innovation Failure to continue to deliver quality

and competitive products to the marketplace to adequately protect our

intellectual property rights to supply products that meet applicable

regulatory requirements or to predict market demands for or gain market

acceptance of our products could have negative impact on our business

results of operations and financial condition

Our future financial performance depends on our ability to purchase

suffkient amount of materials precious metals parts and manufacturing

equipment to meet the demands of our customers

Our ability to meet customer demand depends in part on our ability to

obtain timely and adequate delivery of materials precious metals parts

and components from our suppliers We may experience shortages that

could adversely affect our operations Although we work closely with our

suppliers to avoid shortages there can be no assurances that we will not

encounter problems in the future Furthermore certain manufacturing

equipment raw materials or components are available only from single

source orlimited sources We may not be able to find alternate sources in

timely manner reduction interruption or delay of supply or significant

increase in the price for supplies such as manufacturing equipment

precious metals raw materials or energy could have material adverse

effect on our businesses

We have incurred and may in the future incur goodwill and other intangible

asset impairment charges

At December 31 2012 Corning had goodwill and other intangible assets

of $1496 million While we believe th estimates and judgments about

future cash flows used in the goodwill impairment tests are reasonable

we cannot provide assurance that future impairment charges will not be

required if the expected cash flow estimates as projected by management

do not occur especially if an economic recession occurs and continues for

lengthy period or becomes severe or if acquisitions and investments

made by the Company fail to achieve expected returns

If our products including materials purchased from our suppliers experience

performance Issues our business will suffer

Our business depends on the production of products of consistently high

quality Our products components and materials purchased from our

suppliers are typically tested for quality These testing procedures are

limited to evaluating our products under likely and foreseeable failure

scenarios For various reasons our products including materials purchased

from our suppliers may fail to perform as customer expected In some
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cases product redesigns or additional expense may be requiredto

address such issues significant or systemic quality issue could result in

customer relations problems lost sales reduced volumes product recalls

and financial damages and penalties

We operate in highly competitive environment

We operate in highly competitive environment and our outlook depends

on the companys share of industry sales based on our abilityto compete
with others in the marketplace The Company competes on the basis

of product performance customer service quality and price There can

be no assurance that our products will be able to compete successfully

with other companies products Thus our share of industry sales could

be reduced due to aggressive pricing or product strategies pursued by

competitors unanticipated product or manufacturing difficulties our

failure to price our products competitively our failure to produce our

product at competitive cost or unexpected emerging technologies or

products We expect that we will face continuous competition from existing

competitors low cost manufacturers and new entrants We believe we

must invest in research and development engineering manufacturing

and marketing capabilities and continue to improve customer service in

order to remain competitive We cannot provide assurance that we will

be able to maintain or improve our competitive position

We may need to change our pricing models to compete successfully

We face intense competition in all of our businesses particularly LCD

glass and general economic and business conditions can put pressure

on us to change our prices If our competitors offer significant discounts

on certain products or develop products that the marketplace considers

more valuable we may need to lower prices or offer other favorable terms

in order to retain our customers and market positions Any such changes

may reduce our profitability and cash flow Any broad-based change

to our prices and pricing policies could cause our revenues to decline

or be delayed as we implement and our customers adjust to the new

pricing policies If we do not adapt our pricing models to reflect changes

in customer use of our products or changes in customer demand our

revenues could decrease

LCD glass generates significant
amount of the Companys profits and cash

flow and any events that adversely affect the markets for LCD glass substrates

could have material and negative impact on results our financial results

Cornings ability to generate profits and operating cash flow depends

largely upon the level of
profitability

of our LCD business As result any

event that adversely affects our Display business could have significant

impact on results of our consolidated financial results These events

could include loss of patent protection increased costs associated with

manufacturing and increased competition from the introduction of new
and more desirable products If any ofthese events had material adverse

effect on the sales of our LCD glass such an event could result in material

charges and significant reduction in profitability

Additionally emerging material technologies could replace our glass

substrates for certain applications including display glass handheld

cover glass and others resulting in decline in demand for our products

Existing or new production capacity for glass substrates may exceed the

demand for them Technologies for displays handheld cover glass and

other applications in competition with our glass may reduce or eliminate

the need for our glass substrates New process technologies developed by

our competitors may also place us at cost or quality disadvantage Our

own process technologies maybe acquired or used unlawfully by others

enabling them to compete with us Our inability to manufacture glass

substrates to the specifications required by our customers may result in

loss of revenue margins and profits or liabilities for failure to supply

scarcity
of resources limitations on technology personnel or other factors

resulting in failure to produce commercial quantities of glass substrates

could have adverse financial consequences to us

Changes in our effective tax rate or tax liability may have an adverse effect

on our results of operations

Our effective tax rate could be adversely impacted by several factors some

of which are outside of our control including

changes in the relative amounts of income before taxes in the various

jurisdictions in which we operate that have differing statutory tax rates

changes in tax treaties and regulations and the interpretation of them

changes to our assessments about the realizability of our deferred tax

assets that are based on estimates of our future results the prudence

and feasibility of possibletax planning strategies and the economic

environments In which we do business

the outcome of current and future tax audits examinations or

administrative appeals

changes in generally accepted accounting principles that affect the

accounting for taxes and

limitations or adverse findings regarding our ability
to do business in

some jurisdictions

In the ordinary course of our business there are many transactions

and calculations where the ultimate tax determination is uncertain

Significant judgment is required in determining our worldwide provision

for income taxes Although we believe our tax estimates are reasonable

the final determination could be materially different from our historical

tax provisions and accruals

We may have additional tax liabilities

We are subject to income taxes in the U.S and many foreign jurisdictions

and are commonly audited by various tax authorities Although we believe

our tax estimates are reasonable the final determination of tax audits

and any related
litigation

could be materially different from our historical

income tax provisions and accruals The results of an audit or litigation

could have material effect on our financial statements in the period or

periods for which that determination is made

We earn significant amount of our net
profits

from outside the U.S and

any repatriation of funds currently held in foreign jurisdictions may result

in higher effective tax rates for the company In addition there have been

proposals to change U.S tax laws that could significantly impact how U.S

multinational corporations are taxed on foreign earnings Although we

cannot predict whether or in what form proposed legislation may pass
if enacted certain anti-deferral proposals could have material adverse

impact on our tax expense and cash flow

Our business depends on our ability to attract and retain talented employees

The loss of the services of any of our key research and development

engineering or qperational personnel or senior management without

adequate replacement or the inability to attract new qualified personnel

could have material adverse effect on our operations and financial

performa ncØ

We are subject to strict environmental regulations and regulatory changes

that could result in fines or restrictions that interrupt our operations

Various stages of our manufacturing processes generate chemical waste

waste water and other industrial waste and green-house gases and we

are subject to numerous laws and regulations relating to the use storage

discharge and disposal of such substances We have installed anti-pollution

equipment for the treatment of chemical waste and waste water at our

facilities We have taken steps to control the amount of greenhouse gases

created by our manufacturing operations However we cannot provide

assurance that environmental claims will not be brought against us or

that government regulators will not take steps toward adopting more

stringent environment standards

Any failure on our part to comply with any present or future environmental

regulations could result
ir

the assessment of damages or imposition of

fines against us or the suspension/cessation of production or operations

In addition environmental regulations could require us to acquire costly

equipment incur other significant compliance expenses or limit or restrict

production or operations and thus materially and negatively affect our

financial condition and results of operations

Changes in regulations and the regulatory environment in the U.S and

other countries such as those resulting from the regulation and impact of
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global warming and C02 abatement may affect our businesses and their

results in adverse ways by among other things substantially increasing

manufacturing costs limiting availability of scarce resources especially

energy or requiring limitations on production and sale of our products

or those of our customers

We may experience difficulties In enforcing our intellectual property rights

and we may be subject to claims of infringement of the intellectual property

rights
of others

We rely on patent and trade secret laws copyright trademark confidentiality

procedures controls and contractual commitments to protect our intellectual

property rights Despite our efforts these protections may be limited and

we may encounter difficulties in protecting our intellectual property rights

or obtaining rights to additional intellectual property necessary to permit

us to continue or expand our businesses We cannot provide assurance

that the patents that we hold or may obtain will provide meaningful

protection against our competitors Changes in or enforcement of laws

concerning intellectual property worldwide may affect our ability to

prevent or address the misappropriation of or the unauthorized use

of our intellectual property Litigation may be necessary to enforce

our intellectual property rights Litigation is inherently uncertain and

the outcome is often unpredictable Other companies hold patents

on technologies used in our industries and are aggressively seeking to

expand enforce and license their patent portfolios lfwe cannot protect

our intellectual property rights against unauthorized copying or use or

other misappropriation we may not remain competitive

The intellectual property rights of others could inhibit our abilityto introduce

new products We periodically receive notices from or have lawsuits filed

against us by third parties claiming infringement misappropriation or

other misuse of their intellectual property rights and/or breach of our

agreements with them These third parties often include entities that do

not have the capabilities to design manufacture or distribute products

or that acquire intellectual property like patents for the sole purpose

of monetizing their acquired intellectual property through asserting

claims of infringement and misuse Such claims of infringement or

misappropriation may result in loss of revenue substantial costs or lead

to monetary damages or injunctive relief against us We cannot provide

assurance as to the outcome of any such claims

Current or future litigation may harm our financial condition or results of

operations

As described in Legal Proceedings in this Form io-K we are engaged in

litigation
and regulatory matters Litigation and regulatory proceedings

may be uncertain and adverse rulings could occur resulting in significant

liabilities penalties or damages Such current or future substahtial
legal

liabilities or regulatory actions could have material adverse effect on

our business results of operations financial condition cash flows ard

reputation

We may not capture significant revenues from our current research and

development efforts for several years if at all

Developing our products through research and development is expensive

and the investment often involves long return on investment cycle We

have made and expect to continue to make significant investments in

research and development and related product opportunities Accelerated

product introductions and short product life cycles require high levels of

expenditures for research and development that could adversely affect our

operating results if not offset by increases in our gross margin We believe

that we must continue to dedicate significant amount of resources to our

research and development efforts to maintain our competitive position

Business disruptions could affect our operating results

significant portion of our manufacturing research and development

activities and certain other critical business operations are concentrated

in few geographic areas majorearthquake fire or other catastrophic

event that results in the destruction or disruption of any of our critical

facilities could severely affect our ability to conduct normal business

operations and as resuh our future financial results could be materially

and adversely affected

Additionally significant amount of the specialized manufacturing

capacity for our Display Technologies segment is concentrated in three

overseas countries and it is reasonably possible that theoperatlonsof one

or more such facilities could be disrupted Due to the specialized nature

of the assets and the customers locations it may not be possible to find

replacement capacity quickly or substitute production from facilities in

other countries Accorcingly loss of these facilities could produce near-

term severe impact on thur Display business and the Company as whole

We face risks through equity affiliates that we do not control

Cornings net income includes significant equity earnings from associated

companies For the year ended Oecember 31 2012 we recognized

$810 million of equity earnings of which 97% came from our two

largest investments Dow Corning which makes silicone and high purity

polycrystalline products and Samsung Corning Precision Materials which

primarily makes
liquid crystal display glass Samsung Corning Precision

Materials is located in the Asia-Pacific region and is subject to pplitical

and geographic risks mentioned above as well business and other

risks within the Display Technologies segment Our equity investments

may not continue to perform at the same levels as in recent years Dow

Corning emergedfrorn Chapter ii bankruptcy in OO4 and hascertain

obligations under its Plan of Reorganization to resolve and fund claims

of its creditors and personal injury claimants Dow Corning may incur

further banktuptcy charges in the future which may adversely affect its

operations or assets Dow Corning also could be adversely impacted by

an ünfavorablŁ ruling bythe Chinese Ministry of Commerce MOFCOM
and continuation of significant price declines at their consolidated

subsidiary Hemlock Semiconductor Group In addition we
rely

on the

internal controls and financial reporting controls of these entities and

theirfailure to maintain effectiveness or comply with applicable standards

may adversely afkct us

We may not have adequate insurance coverage for claims agalrst us

We face the risk of loss resulting from product liability asbestos securities

fiduciary liability
intellectual property antitrust contractual-

environmental fraud and other lawsuits whether or not such claims are

valid In addition our product liability flduciarydir.ectors and officers

property policies including business interruption natural catastrophe and

comprehensive general liability
insurance may not be adequaleto cover

such claims or may not be available to the extent we expect in thefuture

successful claim that exceeds or is not covered by our policies could

require us to pay substantial sums Some of the carriers in our historical

primary and excess insurance programs are in liquidation and may not

be able to respond ifwe should have claims reaching their policies The

financial health of other insurers may deteriorate Several of our insurance

carriers are litigating with us the extent if any of their obligation to

provide insurance coverage
for asbestos liabilities asserted against us The

results of that litigation may adversely affect our insurance coverage for

those risks In addition we may not be able to obtain adequate insurance

coverage for certain types of risk such as political risks terrorism or war

Our global operations are subject to extensive trade and anti-corruption

laws and regulations

Due to the international scope of our operations we are sUbject to

complex system of import- and export-related laws and regulations

including U.S regulations issued by Customs and Border Protection the

Bureau of Industry and Security the Office of Antiboycott Compliance

the Directorate of Defense Trade Controls and the Office of Foreign Assets

Control as well as the counterparts of these agencies in other countries

Any allegedor actual violations mayubject us to government scrutiny

investigation and civil and criminal penalties and may limit our ability to

import or export our products ortO provide services outside the United

States We cannot predict the nature scope or effect of future regulatory

requirements to which our operations might be subject or the manner in

which existing laws might be administered or interpreted
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In addition the U.S Foreign Corrupt Practices Act and similarforeign anti-

corruption laws generally prohibit companies and their intermediaries from

making improper payments or providing anything of value to improperly

influence foreign government officials for the purpose of obtaining or

retaining business or obtaining an unfair advantage Recentyears have

seen substantial increase in the global enforcement of anti-corruption

laws Our continued operation and expansion oütide the United States

including in developing countries could increase the risk of such violations

Violations of these laws may result in severe criminal or civil sanctions

could disrupt our business and result in an adverse effect on our reputation

business and results of operations or financial condition

Moreover several of our equity affiliates and related partners are domiciled

in areas of the world with laws rules and business practices that differ from

those in the United States Although we striveto select equitypartners and

affiliates who share our values and understand our reporting requirements

as U.S-domiciled company and to ensure that an appropriate business

culture exists within these ventures to minimize and mitigate our riskwe

nonetheless face the reputational and legal
risk that our equity partners

and affiliates may violate applicable laws rules and business practices

Acquisitions joint ventures and strategic alliances may have an adverse

effect on our business

We expect to continue making acquisitions and entering into joint

ventures and strategic alliances as part of our business strategy These

transactions involve significant challenges and risks including that the

transaction does not advance our business strategy that we do not realize

satisfactory return on our investment or that we experience difficulty

integrating new employees business systems and technology or diversion

of managements attention from our other businesses It may take longer

than expected to realize the full benefits such as increased revenue and

cash flow enhanced efficiencies or market share or those benefits may

ultimately be smaller than anticipated or may not be realized These

vents could harm our operating results or financial condition

improper disclosure of personal data could result in
liability

and harm our

reputation

We store and process personally-identifiable information ofour employees

and in some cases our customers At the same timethe continued

occurrence of high-profile data breaches provides evidence of the

increasingly hostile information security environment This environment

demands that we continuously improve our design and coordination of

security controls across our business groups and geographies Despite

these efforts it is possible our security controls over personal data our

training of employees and vendors on data security and other practices we

follow may not prevent the improper disclosure of personally identifiable

information Improper disclosure of this information could harm our

reputation or subject us to liability under laws that protect personal data

resulting in increased costs or loss of revenue

Significant macroeconomic events changes in regulations or crisis in the

financial markets could limit our accessto
capital

We utilize credit in both the capital markets and from banks to facilitate

company borrowings hedging transactions leases and otherfinancial

transactions We maintain Si billion revolving credit agreement in the

United States to fund with potential liquidity needs and to backstop

certain transactions An adverse macroeconomic event or changes in

bank regulations could limit our ability to gain access to credit or to

renew the revolving credit agreement upon expiration Additionally

financial markets crisis may limit our ability to utilize financial markets

to access liquidity

Adverse economic conditions may adversely affect our cash investments

We maintain an investmenfportdlio of various types of securities with

varying maturities and credit quality These investments are subject

to general credit liquidity market and interest rate risks which may

be exacerbated by unusual events that have affected global financial

markets significant part of our investment portfolio consists either

directly or indirectty through the use of money market funds of U.S

government securities If global credit and equity markets experience

prolonged periods of decline or if the U.S defaults on its debt obligations

or its debt is downgraded our investment portfolio may be adversely

impacted and we could determine that more of our investments have

experienced an other-than-temporary decline in fair value requiring

inpirment charges that could adversely impact our financial results

Additionally these events could limit liquidity for redemption of our

money market fund investments or losses If the money market funds

experience permanent loss

Information technology dependency and security vulnerabilities could lead

to reduced revenue liability claims or competitive harm

The Company is increasingly dependent on sophisticated information

technology and infrastructure Any significant breakdown intrusion

interruption or corruption of these systems or data breaches could have

material adverse effect on our business

We use electronic information technology IT in our manufacturing

processes and operations and other aspects of our business Despite

ou implementation of security measures our IT systems are vulnerable

to disruptions from computer viruses natural disasters unauthorized

access cyber attack and other similar disruptions material breach in

the security of our IT systems could include the theft of our intellectual

property or trade secrets Such disruptions or security breaches could

result in the theft unauthorized use or publication of our intellectual

property and/or confidential business information harm our competitive

position reduce the value of our investment in research and development

and other strategic initiatives or otherwise adversely affect our business

Like other global companies we have from time to time experienced

incidents related to our IT systems nd expect that such incidents will

continue including malware and computer virus attacks unauthorized

access systems failures and disruptions We have measures and defenses

in place against unauthorized access but we may not be able to prevent

immediately detect or remediate such events

Additionally utilities and other operators of critical energy
infrastructure

that serve our facilities face heightened security risks including cyber

attacks In the event of such an attack disruption in service from our

utility providers could disrupt our manufacturing operations which rely

on continuous source of power electrical gas etc.

International trade policies may impact demand for our products and our

competitive position

Government policies on international trade and investment such as

import quotas capital controls or tariffs whether adopted by individual

governments or addressed by regional trade blocs can affect the demand

for our products and services impact the competitive position of our

products or prevent us including our equity affiliates/joint ventures

from being able to sell products in certain countries The implementation

of more restrictive trade policies such as higher tariffs or new barriers

to entry in countries in which we sell large quantities of products and

services could negatively impact our business resuitsof operations and

financial condition For example governments adoption of buy national

policies or retaliation by another government against suchpolicies could

have negative impact on our results of operations These policies also

affect our equity companies
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Legal Proceedings

Environmental Litigation Corning has been named bythe Environmental

Protection Agency the Agency under the Superfund Act or by state

governments under similar state laws as potentially responsible party

for 17 active hazardous waste sites Under the Superfund Act all parties

who may have contributed any waste to hazardous waste site identified

by the Agency are jointly and severally liable for the cost of cleanup

unless the Agency agrees otherwise It is Cornings policy to accrue for

its estimated
liability

related to Superfund sites and other environmental

liabilities related to property owned by Corning based on expert analysis

and continual monitoring by both internal and external consultants At

December 31 2012 and 2011 Corning had accrued approximately $21 million

undiscounted and $s million undiscounted respectively for the

estimated liability for environ mental cleanup and related litigation Based

upon the information developed to date management believes that the

accrued reserve isa reasonable esfimate of the Compahys liability and

that the risk of an additional loss in an amountmaterially higher than

that accrued is remote

DOw Corning Corporation Corning and The Dow Chemical Company

Dow Chemical each own 50% of the common stock of Dow Corning

In May 1995 Dow Corning filed for bankruptcy protection to address

pending and claimed liabilities arisingfrom many thousands of breast

implant product lawsuits On June 2004 Dow Corning emerged from

Chapter ii with Plan of Reorganization the Plan which provided for the

settlement or other resolution of implant claims The Plan also includes

releases for Corning and Dow Chemical as shareholders in exchange for

contributions to the Plan

Under the termsof the Plan Dow Corning has established and is funding

Settlement Trust and Litigation Facility
to provide means for tort

claimants to settle or litigate their claims Inclusive of insurance Dow

Corning has paid approximately $1.7 billion to the Settlement Trust As

of December 31 2012 Dow Corning had recorded reserve for breast

implant litigation of $1.6 billion As separate matter arising from the

bankruptcy proceedings Dow Corning is defending claims asserted by

number of commercial creditors who claim additional interest at default

rates and enforcement costs during the period from May 1995 through

June 2004 As of December 31 2012 Dow Corning has estimated the

liability
to commercial creditors to be within the range of $90 million to

$294 million As Dow Corning management believes no single amount

within the range appears to be better estimate than any other amount

within the range Dow Corning has recorded the minimum
liability

within

the range Should Dow Corning not prevail in this matter Cornings equity

earnings would be reduced by its 5o% share of the amount in excess of

$90 million net of applicable tax benefits There are number of other

claims in the bankruptcy proceedings against Dow Corning awaiting

resolution by the U.S District Court and it is reasonably.possiblethat

Dow Corning may record bankruptcy-related charges in the future The

remainingtort claims against Corning are expected to be channeled by

the Plan into facilities established by the Plan or otherwise defended by

the Litigation Facility

On July 20 2012 the Chinese Ministry of Commerce MOFCOM initiated

anti-dumping arid countervailing duty investigations of imports of solar-grade

polycrystalline
silicon products from the U.S and Korea based on petition

filed by Chinese solar-grade polycrystallinesilicon producers The petition

alleges that producers within these countries including consolidated

subsidiary of Dow Corning exported solar-grade polycrystalline
silicon to China

at less than normal value and that production of solar-grade polycrystalline

silicon in the U.S has been subsidized bythe U.S government If the Chinese

authorities rule that dumping or subsidization took place they may impose

additional duties on future imports of solar-grade polycrystalline silicon

to China from the U.S Dow Corning and its consolidated subsidiaries are

complying with MOFCOM in the investigations and are vigorously contesting

the allegations As the outcome of such actions is uncertain Dow Corning

cannot predict the ultimate impact of these matters

Pittsburgh Corning Corporation Corning and PPG Industries Inc PPG
each own 50% ofthe capital stock of Pittsburgh Corning Corporation PCC
Over period of more than two decades PCC and several other defendants

have been nanied in numerous lawsuits involving claims alleging personal

injuryfrom exposure to asbestos On April i6 2000 PCC filed for Chapter ii

reorganization in the U.S Bankruptcy Court for the Western District

of Pennsylvania At the time PçC filed for bankruptcy protection there

were approximately ii8oo claims pending against Corning in state court

lawsuits alleging various theories of
liability

based on exposure to PCCs

asbestos products and typically requesting monetary damages in excess

of one million.dollars per claim Corning has defended those claims on the

basis of the separate corporate status of PCC and the absence of any facts

supporting claims of direct liability arising from PCCs asbestos products

Corning is also currently involved in approximately 9800 other cases

approximately 37500 claims alleging injuries
from asbestos and similar

amounts of monetary damages per case Those cases have been covered by

insurance without material impact to Corning to date As of December 31

2012 Corning had received for these cases approximately $i8 million in

insurance payments related to those claims As described below several of

Cornings insurance carriers have filed
legal proceeding concerning the

extent of any insurance coverage for past and future defense and indemnity

costs for these claims Asbestos
litigation is inherently difficult and past

trends in resolvingthese claims may not be indicatorsof future outcomes

Corning with other relevant parties has been involved in ongoing efforts

to develop Plan of Reorganization that would resolve the concerns and

objections of the relevant courts and parties In 2003 plan Was agreed

to by various parties the 2003 Plan but on December 21 2006 the

Bankruptcy Court issued an order denying the confirmation of that 2003

Plan On January 292009 an amended plan of reorganization the Amended

PCC Plan which addressed the issues raised bythe Court when It denied

confirmation of the 2003 Plan was filed with the Bankruptcy Court

The proposed resolution of PCC asbestos claims under the Amended PCC

Plan would have required Corning to contribute its equity interests in PCC

and Pittsburgh Corning Europe N.y PCE Belgian corporation and to

contribute fixed series of payments recorded at present value Corning

would have had the option to use itsshares rather than cash to make these

payments bujthe liability would have been fixed by dollar value and notthe

number of shares The Amended PCC Plan would originally have required

Corning to make one payment of $ioo million one year from the date the

Amended PCC Plan becomes effective and certain conditions are met and

five additional payments of $50 million on each of the five subsequent

anniversaries ofthe first payment the final payment of which is subject to

reduction based on the application of credits under certain circumstances

Documents were filed with the Bankruptcy Court further moditying the

Amended PCC Plan by reducing Cornings initial payment by $30 million

and reducing its second and fourth payments by $15 million each In return

Corning would relinquish its clairnlbr reimbursement of its payments and

contributions under the Amended PCC Plan from the insurance carriers

involved in the bankruptcy proceeding with certain exceptions

On June 162011 the Court entered an Order denying confirmation of the

Amended PCC Plan The Courts memorandum opinion accompanying

the order rejected some objections to the Amended PCC Plan and made

suggestions regarding modifications to the Amended PCC Plan that would

allow the Plan to be confirmed Corning and other parties have filed

motion for reconsideration objectingto certain points ofthisOrder Certain

parties to the proceeding filed specific Plan modifications in response to

the Courts opinion and Corning supported these filings Certain parties

objected to the proposed Plan modifications and to resolve some of those

objections further revisions to the Plan and other documents were filed

modified Amended PCC Plan was then submitted by PCC and objections

to that Plan were filed by two parties Those objections and the Plan are

pending before the Court

iz CORNING INCORPORATED- 2012 Annual Report



Legal Proceedings

The Amended PCC Plan does not include certain non-PCC asbestos claims

that may be or have been raised against Corning Corning has recorded

in its estimated asbestos
litigation liability an additional $150 million

for the approximately 9800 current non-PCC cases alleging injuries

from asbestos and for any future non-PCC cases The
liability

for non

PCC claims was estimated based upon industry data for asbestos claims

since Corning does not have recent claim history due to the injunction

issued by the Bankruptcy Court The estimated liability represents the

undiscounted projection of claims and related legal fees over the next

20 years The amount may need to be adjusted in future periods as more

data becomes available

The Amended PCC Plan with the modifications addressing issues raised

by the Courts June i6 2011 opinion remains subject to number of

contingencies Payment of the amounts required to fund the Amended

PCC Plan from insurance and other sources are subject to number

of conditions that may not be achieved The approval of the further

modified Amended PCC Plan by the Bankruptcy Court is not certain and

faces objections by some parties If the modified Amended PCC Plan is

approved by the Bankruptcy Court that approval will be subject to appeal

or these and other reasons Cornings liability for these asbestos matters

may be subject to changes in subsequent quarters The estimate of the

cost of resolving the non-PCC asbestos claims may also be subject to

change as developments occur Management continues to believe that

the likelihood of the uncertainties surrounding these proceedings causing

material adverse impact to Cornings financial statements is remote

Several of Cornings insurers have commenced
litigation

in state courts for

declaration ofthe rights and obligations of the parties under insurance

policies including rights
that may be affected by the potential resolutions

described above Corning is vigorously contesting these cases Management

is unable to predict the outcome of this insurance litigation and therefore

cannot estimate the
range

of
any possible loss

Seoul Guarantee Insurance Co and other creditors against Samsung Group

and affiliates Prior to their merger Samsung Corning Precision Materials

Co Ltd Samsung Corning Precision Materials and Samsung Corning Co

Ltd Samsung Corning were two of approximately thirty co-defendants

in lawsuit filed by Seoul Guarantee Insurance Co and thirteen other

creditors SGI and Creditors for alleged breach of an agreement that

approximately twenty-eight affiliates of the Samsung group Samsung

Affiliates entered into with SGI and Creditors on August 24 1999 the

Agreement The lawsuit is pending in the courts of South Korea Under

the Agreement it is alleged that the Samsung Affiliates agreed to sell

certain shares of Samsung Life Insurance Co Ltd SLI which had been

transferred to SGI and Creditors in cOnnection with the petition for court

receivership of Samsung Motors Inc In the lawsuit SGI and Creditors allege

breach of the Agreement by the Samsung Affiliates and are seeking

the loss of principal approximately $1.95 billion for loans extended to

Samsung Motors Inc default interest and separate amount for breach On

January 31 2008 the Seoul District Court ordered the Samsung Affiliates

to pay approximately $1.3 billion by disposing of 2334045 shares of SLI

less 1165955 shares of SLI previously sold by SGI and Creditors and paying

the proceeds to SGI and Creditors to satisfy any shortfall by participating

in the purchase of equity or subordinate debentures issued bythem
and pay default interest of 6% per annum The ruling was appealed On

November io 2009 the Appellate Court directed the parties to attempt to

resolve this matter through mediation On January ii 2011 the Appellate

Court ordered the Samsung Affiliates to pay 6oo billion won in principal

and 20 billion won in delayed interest to SGI and Creditors Samsung

promptly paid those amounts which approximated $o million when

translated to United States dollars from portion ofan escrow account

established upon completion of SLIs initial public offering IPO on May
2010 On February 72011 the Samsung Affiliates appealed the Appellate

Courts rulingto the Supreme Court of Korea and the appeal is currently

in progress Samsung Corning Precision Materials has not contributed

to any payment related to these disputes and has concluded that no

provision for loss should be reflected in its financial statements Other

than as described above no claim in these matters has been asserted

against Corningor any of its affiliates

Demodulation Inc On January i8 2011 Demodulation Inc filed suit in

the U.S District Court forthe District of New Jersey against Applied DNA

Sciences Inc Corning Incorporated Alfred University Alfred Technology

Resources Inc and John and Jane Does i-io Demodulation filed an

amended complaint on August 32011 alleging conspiracy by the

defendants to steal Demodulations alleged trade secrets and other

intellectual property related to glass covered amorphous metal microwires

and seeks damages under various theories including breach of contract

defa mation conspiracy ntitrust unfair competition interference with

prospective business relations and misappropriation of trade secrets

Corning moved to dismiss the amended complaint which was granted

in part for certain claims but denied as to other claims e.g breach of

contract unfair competition misappropriation of trade secrets and tortious

interference with business relations Plaintiff was granted leave to file

second amended complaint Corning does not believe Demodulations

allegations against Corning have merit and intends to defend the case

vigorously Recognizing that the outcome of litigation is uncertain

management believes that the likelihood of materially adverse impact

to Cornings financial statements is remote

Trade Secret Misappropriation Suits Concerning LCD Glass Technology On

July i8 2011 in China coming Incorporated filed suit in the Beijing Second

Intermediate Peoples Court against Hebei Dongxu Investment Group

Co Ltd which changed its name to Dongxu Group Co Ltd Dongxu for

misappropriation of certain trade secrets related to the fusion draw process

for manufacturing glass substrates used in active matrix liquid crystal

displays LCDs Dongxu has filed an appeal to contest jurisdiction On

July i8 2011 in Korea Corning Incorporated and Samsung Corning Precision

Materials Co Ltd Samsung Corning Precision Materials filed suits in the

Daejeon District Court against Dongxu one of its officers and two other

named individuals for related trade secret misappropriation Samsung

Corning Precision Materials is an equity company between Corning and

Samsung Electronics Co Ltd which uses Corning LCD glass technology

under license agreements with Corning In these actions Corning is seeking

an order restraining Dongxu from using disclosing or permitting others to

use misappropriated Corning LCD glass manufacturing technology Two

of the individuals named in the Korean suit were previously convicted in

Seoul Southern District Court on January 22 2009 for the theft of certain

Corning LCD glass teclinologythat was being used by Samsung Corning

Precision Materials In February of 2012 the Daejon District Court entered

judgment in the civil case against the two individuals and an officer of

Dongxu The Dongxu officer has appealed

Grand Jury Subpoena In March of 2012 Corning received grand jury

subpoena issued in the United States District Court for the Eastern District

of Michigan from the U.S Department of Justice in connection with an

investigation into conduct relating topossible antitrust law violati6s

involving certain automotive products including catalytic converters

diesel particulate filters substrates and monoliths The subpoena required

Corning to produce to the Department of Justice certain documents from

the period January 1999 to March 2012 In November of 2012 Corning

received another subpoena from the Department ofJustice with the

same scope but extending the time frame for the documents to be

produced back to January 11988 Cornings policy is to comply with

all laws and regulations including all antitrust and competition laws

Antitrust investigations can result in substantial
liability

forthe Company

Currently Corning cannot estimate the ultimate financial impact if any

resulting from the investigation Such potential impact if an antitrust

violation by Corning is found could however be material to the results

of operations of Corning in particular period
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Market for Registrants Common Equity

Related Stockholder Matters and Issuer Purchases

of Equity Securities

Corning Incorporated common stock is listed on the New York Stock Exchange In addition it is traded on the Boston Midwest Pacific and

Philadelphia stock exchanges Common stock options are traded on the Chicago Board Options Exchange Thetickersymbol for Corning Incorporated

isGLW

The following table sets forth the high and low sales price of Cornings common stock as reported on the Composite Tape

First quarter Second quarter Third quarter Fourth quarter

zofl

Price range

H4gh
14.62 .14.58 13.40 1396

Low 12.52 12.17 1062 10.71

2011

Price range

High
234 20S 1832 1575

Low 18.93 17.20 11.90 11.51

As of December 31 2012 there were approximately 19680 record holders of common stock and approximately 550000 beneficial shareholders

Between the third quarter of 2007 and the third quarter of 2011 Corning paid quarterly cash dividend of $0.05 per share on the Companys common

stock On October 52011 Cornings Board of Directors declared 50% increase in the Companys quarterly common stock dividend increasing Cornings

quarterly dividend from $0.05 per share to $0075 per share of common stock On October 32012 Cornings Board of Directors declared 20% increase

in the Companys quarterly common stock dividend Cornings quarterly dividend increased to $0.09 per share of common stock

Equity Compensation Plan Information

The following table shows the total number of outstanding options and shares available for other future issuances of options under our existing equity

compensation plans as of December 31 2012 including the 2010 Equity Plan for Non-Employee Directors and 2012 Long-Term Incentive Plan

Number of securities

remaining available for future

Number of securities td be issued Weighted-average exercise price issuance under equity compensation

upon
exercise of outstanding of outstanding options warrants plans excluding securities reflected

Plan category optIons
warrants and rights

and rights in column

Equity compensation plans

approved bysecurity ho1ders 64061OQO 16.63 8562Z329

Equity compensation plans not

approved by security holders

64O1OOO 16.63 B5622329

Shares indicated are total grants under the most recent shareholder approved plans as well as any shares remaining outstanding from any prior

shareholder approved plans
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Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity Securities

Performance Graph

The following graph illustrates the cumulative total shareholder return over the last five
years

of Cornings common stock the SP oo and the SP
Communications Equipment Companies in which Corning is currently included The graph includes the capital weighted performance results of those

companies in the commuriçations equipment company classificatiqn that are also included in the SP 500

COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN

AMONG CORNING INCORPORATED SP 500 AND 5P COMMUNICATIONS EQUIPMENT

Fiscal Years Ended December 31

Indexed to ioo

$0

2007

Corning incorporated

2008 2009

4- SP Communications Equipment

2010 2011 2012

-- SP 500

Not applicable

The following table provides information about our purchases of our common stock during the fiscal fourth quarter of 2012

ISSUER PURCHASES OF EQUITY SECURITIES

Number of shares purchased as Approximate dollar value of shares that

part of publicly announced may yet be purchased under the plans

plans or prozrams12 or proramsPeriod

Octoberl 31 2012 4725164 1331 4673797 63343352

November 1-30 2012 5400679 11.74 5393700

December 31 2012 16843 1240

Total at December 31 2012 10142686 12.47 10067497

This column reflects the followingtransactions duringthe fiscal fourth quarter of 2012 the deemed surrenderto us of 3073 shares of common
stock to pay the exercise price and to satisfy tax withholding obligations in connection with the exercise of employee stock options and ii the

surrender to us of 72116 shares of common stock to satisfy tax withholding obligations in connection with the vesting of restricted stock issued

to employees and iii the purchase of 10067497 shares of common stock in conjunction with the repurchase program announced in the fourth

quarter of 2012

On October 52011 we publicly announced authorization to repurchase upto $i.s billion ofour common stock by December 312013 The program
was finalized in the fourth quarter of 2012

$120

$100

$80

$60

$40

$20

Number of shares

purchased0

Average price paid

per share11
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Selected Financial Data Unaudited

Years ended December 31

In millions except per share amounts and number

of employees 2012 2011 2010 2009 2008

Results of operations

Net sales 8012 7890 6632 5395 5948

Research development and engineering expenses
745 71 603 563 627

Equity in earnings of affiliated companies 810 1471 1958 1435 1358

Net income attributable to Corning Incorporated 1728 2805 3558 2008 257

Earnings per common share attributable to

Corning Incorporated

Basic 1.16 1.80 2.28 1.30 3.37

Diluted 1.15 1.77 2.25 1.28 3.32

Cash dtvidends declared perçommon share 0.32 0.23 0.20 0.20 0.20

Shares used in computing per share amounts

Basic earnings per common share 1494 1562 1558 1550 1560

Diluted earnings per common share 1506 1583 1581 1568 1584

Financial position

Working capital 7739 6580 6873 3982 2567

Total assets 29375 27848 25833 21295 19256

Long-term debt 3382 2364 2262 1930 1527

Total Corning Incorporated shareholders equity 21486 21078 19375 15543 13443

Selected data

Capital expenditures 1801 2432 1007 8gb 1921

Depreciation and amortization 997 957 854 792 695

Number of employees 28700 28800 26.200 23500 2700O

Reference should be made to the Notes to the Consolidated Financial Statements and Managements Discussion and Analysis of Financial Condition

and Results of Operations
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Managements Discussion and Analysis of Financial

Condition and Results of Operations

Organization of Information

Managements Discussion and Analysis provides historical and prospective narrative on the Companys financial condition and results of operations This

discussion includes the following sections

Overview

Results of Operations

Reportable Segments

Liquidity and Capital Resources

Overview

Environment

Critical Accounting Estimates

New Accounting Standards

Although Cornings net income decreased in 2012 when compared to 2011

we ended theyear having made good progress towards our goals despite

some challenging economic conditions and changing market environments

In 2012 we set record for annual sales performance stabilized our Display

Technologies segment primarily through moderating price declines and

continued to grow our new product portfolio

While Corning remains well positioned for the future the economic

headwinds which started in 2011 and continued into 2012 impacted

the majority of our segments Most severely impacted was our Display

Technologies segment due to significantyear-over-year price
declines which

impacted both our wholly-owned business and our Display Technologies

equity affiliates These price declines were driven by excess glass supply

and share shifts at several major customers beginning in the latter half of

2011 and continuing into the first quarter of 2012 The supply chain became

more balanced during the remainder of 2012 as we saw better matching

of supply and demand for glass resulting in more moderate sequential

price declines Results in our Telecommunications segment declined on

higher sales in 2012 driven by an increase in operating expenses the

impact of restructuring actions and lower sales of premium fiber products

coupled with the absence of contingent liability
reversal recorded in the

third quarter of 2011 in the amount of $27 million Results also declined in

the Environmental Technologies segment due to decrease in light duty

diesel product sales and the impact of restructuring actions offset
slightly

by improved manufacturing performance and lower air freight expenses

Although sales in the Life Sciences segment increased largely as result of

the acquisition of the Discovery Labware business and small acquisition

completed in the fourth quarter of 2011 segment results declined due to

an increase in acquisitionrelated operating expenses Results increased

substantially in our Specialty Materials segment driven by significantly

higher sales of our Corning Gorilla Glass used in portable display devices

For the year
ended December 31 2012 we generated net income of $i7 billion

or $1.15 per share compared to net income of $2.8 billion or $1.77 per share

for 2011 When compared to last year the decrease in net income was due

largely to the following items

Lower net income in the Display Technologies segment due to significant

price declines at both our wholly-owned business and the segments

equity affiliates

The impact of restructuring charges totaling $60 million after tax for

costs associated with workforce reductions asset write-offs and exit

costs related to Cornings corporate-wide restructuring plan announced

inthefourth quarter of 2012

decline in equity earnings from Dow Corning due to significant

decrease in earnings at Hemlock Semiconductor Group Hemlock

Dow Cornings consolidated subsidiary that manufactures high purity

polycrystalline silicon for the semiconductor and solar industries driven

by price
and volyme declines coupled with restructuring and impairment

charges in the amount of $81 million after tax related toworkforce

reductions and asset write-offs

The absence of tax benefit in the amount of $41 million from amending

our 2006 U.S Federal tax return to claim foreign tax credits recorded

in the third quarter of 2011

Lower royalty
income from our equity affiliate Samsung Corning Precision

Materials due to the combination of lower sales and the reduction in

the royalty rate which took effect in December 2011 and

An increase in our effective tax rate due to the following

Temporary expiration of favorable U.S tax provisions the effects

of which will be reversed in the first quarter of 2013 due to the

retroactive application of The American Taxpayer Relief act enacted

on January 32013

The partial expiration of tax holidays in Taiwan and

Change in our mix of earnings

The decrease in net income in 2012 was offset somewhat by higher net

income in our Specialty Materials segment $52 million translation gain

as result of the liquidation ofa foreign subsidiary and the favorable

impact of movements in foreign exchange rates

Corning remains committed to strategy of growing through global innovation

This strategy has served us well Our key priorities
for 2012 were similar to

those in prior years protect our financial health and invest in the future

During 2012 we made the following progress on these
priorities

Financial Health

Our financial position remained sound and we delivered strong cash flows

from operating activities Significant items in 2012 included the following

Our debt to capital ratio at December 31 2012 was 14% higher than our

debt to capital ratio of io% at December 31 2011

Operating cash flow for the year was $3.2 billion consistent with 2011

We ended the year with over $6.1 billion of cash and short-term

investments

Cornings Board of Directors declared 20% increase in the Companys

quarterly common stock dividend

We completed stock repurchase program which began in the fourth

quarter of 2011 During 2012 we repurchased 56 million shares of

common stock for $720 million This action reflects our belief that our

share price is below our intrinsic value and our confidence in our ability

to continue to generate strong cash flows in the future
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Investing in our future

We continue to focus on the future and on what we do best creating keystone

components that enable high-technology systems We remain committed to

investing
in research development and engineering to drive innovation During

2o12we maintained balanced innovation strategyfocused on growing our

existing businesses developing opportunities adjacent or closely
related to

our existing technical and manufacturing capabilities and investing in long

range opportunities in each of our market segments

We continue to work on new products including glass substrates for high

performance displays and LCD applications diesel filters and substrates

and the optical fiber cable and hardware and equipment that enable

fiber-to-the-premises and next generation data centers In addition we

are focusing on wireless solutions for diverse venue applications such as

distributed antenna systems fiber to the cell site and fiberto the antenna

We have focused our research development and engineering spending
to support the advancement of new product attributes for our Corning
Gorilla Glass suite of products We will continue to focus on adjacent

glass opportunities which leverage existing materials or manufacturing

processes including Corning Willow Glass our ultra-slim flexible glass

substrate for use in next-generation consumer electronic technologies

Our research development and engineering expenditures incresed

by million in 2012 when compared to 2011 but remained relatively

constant as percentage of net sales We believe our spending levels

are appropriate to support our technology and innovation strategies

Capital spending decreased in 2012 compared to 2011 In 2010Corning
announced several multi-year investment plans to increase manufacturing

capacity in several of our reportable segments Specifically the projects

focused on an LCD glass substrate facility in China for our Display

Technologies segment and capacity expansion project for Specialty

Materials Corning Gorilla Glass in Japan Although spending for these

projects continued into 2012 the majority of the construction costs were

incurred in 2011 resulting in significant decrease in capital spending

in those segments Slightly offsetting the decline was an increase in

capital spending in the Telecommunications segment driven by capacity

expansion in our fiber business Total capital expenditures for 2012 were

$1.8 billion In 2012 approximately $goo million was invested in our

Display Technologies segment

We expect our 2013 capital spendingto be about
$1.3

billion Approximately

$500 million will be allocated to our DispJay Technologies segment of

which approximately $200 million will be related to spending on 2012

capital projects

Corporate Outlook

While Corning will not be without challenges in 2013 due to the uncertainty

of the global economy we expect sales to grow in our Telecommunications
Life Sciences Specialty Materials and Environmental Technologies

segments and for our market share to stabilize and price declines to be

moderate in our Display Technologies segment rise in global demand
for Cornings optical fiber and cable combined with growth of enterprise

network solutions products and fiber-tQ-the-premises sales in Australia

should propel the sales improvement ri our Telecommunications segment
Our recent acquisition of the majority of the Discovery Labware business

of Becton Dickinson and Company is ecpected to drive the Life Sciences

segment sales growth in 2013 We believe the overall LCP glassretail

market in 2013 will increase in the mid-to-high single digits from 3.5 billion

square feet in 2012 driven bythe combination ofan increase in retail sales

of LCD televisions arid the demand for larger television screen sizes Net

income may be negatively impacted by lower equity earnings fromour

equity affiliate Dow Corning and the impact ofmovements inforeign

exchange rates We maytake advantage of acquisition opportunities that

support the long-term strategies of our businesses We remain confident

that ourstrategy to
grow through global innovation While preserving our

financial stability will enable our continued long-term success
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Results of Operations

Selected highlights from.our continuing operations follow dollars in millions

%change

2012

Netsales 8012

Gross margin 3397

gross margin 42%

Selling general and administrative

expense

2011 2010 12 VS 11 11 VS 10

7890 6632 19

1165 1033 1015 13

as of net sales 15% 13% 15%

Research development and engineering

expenses 745 671 603 11 11

as of net sales 9% 9% 9%

Restructuring impairment and other

charges credits 133

asa%ofnetsales 2%

Asbestos litigation charge credit 14

asa%ofnetsales 0%

Equity in earnings of affiliated companies 810

as of net sales 10%

Income before income taxes 2117 3213 3845 34 16

as of net sales 26% 41% 58%

Provision benefit for income taxes 389 408 287 42

as of net sales 5% 5% 4%

2805 3558 38 21

36% 54%

The percentage change calculation is not meaningful

Net Sales

Net sales in 2012 increased
slightly

when compared to the prioryear due

to sales growth in the Specialty Materials Telecommunications and Life

Sciences segments offset almost entirely by decrease in sales in our

Display Technologies segment Sales in the Specialty Materials segment

increased by double-digits due to the strong demand for Corning Gorilla

Glass that is used as cover glass in portable handheld display devices

tablets and notebook computers Telecommunications segment sales

increased primarily due to sales growth in wireless and fiber-to-the-premises

products The increase in sales in our Life Sciences segment was driven by

the acquisition ofthe BD Discovery Labwarebusiness in the fourth quarter

of 2012 and by the small acquisition we completed in the fourth quarter

of 2011 which produces high-quality cell culture media Additionally net

sales were positively impacted by movements in foreign exchange rates

Net sales in 2011 increased 19% when compared to 2010 due to sales growth

in all of our segments with the largest increases occurring in the Specialty

Materials Telecommunications and Environmental segments Sales in the

Specialty Materials segment increased by 86% due to the strong demand

for Corning Gorilla Glass that is used as cover glass in portable handheld

display devices tablets and notebook computers Telecommunications

segment sales increased due to strength across all of their product lines

most significantly in optical fiber and cable and fiber-to-the-premises

products Sales in the Environmental Technologies segment were higher

driven by higher demand for our diesel products Additionally net sales were

positively impacted by movements in foreign exchange rates

In 2012 net sales into international markets accounted for of net sales

For 2011 and 2010 net sales into international markets accounted for 78%
and 74% respectively of net sales

Cost of Sales

The types of expenses included in the cost of sales line item are raw

materials consumptio1 including direct and indirect materials salaries

wages and benefits depreciation and amortization production utilities

production-related purchasing warehousing including receiving and

inspection repairs and maintenance inter-location inventory transfer

costs production and warehousing facility property insurance rent for

production facilities and other production overhead

Gross Margin

For 2012 gross margin dollars and as percentage of sales decreased

when compared to 2011 due to the impact of significant price declines

in our Display Technologies segment Partially offsetting this decline was

improvement in our Specialty Materials segment where significantly

higher sales increased manufacturing efficiency and the absence of

large cover glass start-up and tank conversion costs incurred in 2011 led

to double-digit increase in gross margin

For 2011 gross margin dollars increased when compared to 2010 but

declined
slightly as percentage of sales Improvements in gross margin

were driven bythe impact of strong sales in the Specialty Materials segment

along with volume increases and manufacturing efficiency gains in the

Environmental Technologies segment Offsetting these gains were the

impacts of significant price declines in our Display Technologies segment
and large cover glass start-up and tank conversion costs

3566 3049 17

46%

129 329

.-

24 49 42

1%

1471 19S8 45 25

19% 30%

Net income attributable to Corning

Incorporated

as of net sales

1728

22%
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Selling General and Administrative Expenses

Selling general and administrative expenses for 2012 increased when

compared to 2011 due primarily to an increase in performance-based

compensation costs expenses associated with the acquisition of the BD

Discovery Labware business and the absence ofa credit in the amount of

$27 million resulting from reduction in contingent liability associated

with an acquisition recorded in 2011 As percentage of net sales selling

general and administrative expenses in 2012 increased when compared

to 2011 due to the increase in spending described above and relatively

consistent net sales year over year

Selling general and administrative expenses for 2011 increased slightly

when compared to 2010 due primarily to an increase in salaries partially

as result of three small acquisitions completed in 2011 and in the latter

half of 2010 offset by an adjustment to performance-based compensation

costs and credit of $27 million resulting from reduction in contingent

liability
associated with an acquisition recorded in the first quarter of 2011

As percentage of net sales selling general and administrative expenses

in 2011 were down considerably when compared to 2010

The types of expenses included in the selling general and administrative

expenses line item are salaries wages and benefits travel sales

commissions professional fees and depreciation and amortization

utilities and rent for administrative facilities

Research Development and Engineering

Expenses

Research development and engineering expenses increased by ii%

in 2012 when compared to 2011 but remained relatively constant as

percentage of net sales During 2012 Cornings research development and

engineering focused on new product development as well as adjacent

glass opportunities which leverage existing materials or manufacturing

processes We believe our spending levels are adequate to support our

technology and innovation strategies

Research development and engineering expenses for 2011 increased by

$68 million to $671 million in 2011 when compared to 2010 but remained

relatively constant as percentage of net sales Cornings research

development and engineeringexpenses focused on our Specialty Materials

and Telecommunications segments as we strive to capitalize on grOwth

opportunities in those segments

Restructuring Impairment and Other Charges

and Credits

Corning recorded restructuring impairment and other charges and credits in

20122011 and 2010 which affect the comparability of our results forthe periods

presented Additional information on restructuring and asset impairment is

found in Note Restructuring Impairment and Other Charges Credits

Note Property Net of Accumulated Depreciation and Note i6 Fair Value

Measurements to the Consolidated Financial Statements description of

those charges and credits follows

2012 Activity

In response to uncertain global economic conditions and the potential for

slower growth in many of our businesses in 2013 Corning implemented

corporate-wide restructuring plan in the fourth quarter of 2012 We
recorded charges of $89 million before tax which included costs for

workforce reductions asset write-off and exit costs Total cash expenditures

associated with these actions are expected to be approximately $49 million

with the majority of spending for employee-related costs completed

in 2013 Annualized savings from these actions are estimated to be

approximately $71 million and will be reflected largely in selling general

and administrative expenses

The Specialty Materials segment recorded an impairment charge in the

fourth quarterof2oll intheamountof$13o million relatedtocertain

assets used in the production of large cover glass due to sales that were

significantly below our expectations In the fourth quarter of 2012 after

reassessing the large cover glass business Corning concluded that the large

cover glass market was developing differently in 2012 thanour expectations

demand for larger-sized cover glass was declining and the market forthis

type of glass was instead targeting smaller gen size products Additionally

in the fourth quarter of 2012 our primary customer of large cover glass

notified Corning of its decision to exit from this display market Based on

these events we recorded an additional impairment charge in the fourth

quarter of 2012 in the amount of million before tax This impairment

charge represents write-down of assets specific to the glass-strengthening

process for large size cover glass to their fair market values and includes

machinery and equipment used in the ion exchange process

2011 Activity

In the fourth quarter of 2011 the Specialty Materials segment recorded an

impairment charge in the amount of $130 million related to certain assets

located in Japan used in the ion exchange process for the production of

large cover glass Large cover glass is primarily used as cover sheet of

strengthened glass for frameless bezel-less LCD displays The large cover

glass impairment charge represents write-down of assets specific to

the glass-strengthening process for large size cover glass to their relative

fair market values as of the date of impairment This asset group includes

machinery and equipmentused in the ion exchange process and facilities

dedicated to the ion exchange process
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2010 Activity

In the fourth quarter of 2010 we recorded $324 million in other credits

as settlement of business interruption and property damage insurance

claims resulting from two events which impacted production at several

of our LCD glass manufacturing facilities In August 2009 an earthquake

halted production at one of our LCD glass manufacturing facilities in Japan

and in October 2009 production at our facility in Taichung Taiwan was

impacted bya power disruption

Asbestos Litigation

In 2012 we recorded an increase to our asbestos litigation liability
of

$14 million compared to an increase of $24 million in 2011 In 2010 we

recorded net decrease to our asbestos
litigation liability

of $49 million

Equity earnings of affiliated companies decreased in 2012 reflecting lower

earnings performance at both Samsung Corning Precision Materials and

at Dow Corning when compared to last year

The change in equity earnings from Samsung Corning Precision Materials

is explained more fully
in the discussion of the performance of the Display

Technologies segment and in All Other

Equity earnings from Dow Corning decreased substantially in 2012 when

compared to 2011 Beginning in the latter half of 2011 and continuing into

2012 Dow Corning began experiencing unfavorable industry conditions

at its consolidated subsidiary Hemlock Semiconductor Group Hemlock

producer of high purity polycrystalline silicon for the semiconductor and

solar industries driven by over-capacity at all levels of the solar industry

supply chain This over-capacity led to significant declines in polycrystalline

spot prices in the fourth quarter of 2011 and prices remained depressed

throughout 2012 Also potentially impacting this business is Chinese

Ministry of Commerce MOFCOM anti-dumping and countervailing duty

investigation of imports of solar-grade polycrystalline solar products

from the U.S and Korea If the Chinese authorities rule that dumping or

subsidization took place they may impose additional duties on future

imports of solar-grade polycrystalline silicon to China from the U.S

Due to the conditions and uncertainties described above sales volume

has declined and production levels of certain operating assets have been

reduced As result Dow Corning determined that polycrystalline silicon

plant expansion previously delayed since the fourth quarter of 2011 would

no longer be economically viable and made the decision to abandon this

expansion activity
in the fourth quarter of 2012 The abandonment resulted

in an impairment charge of million before tax for Cornings share

of the write down in the value of these
construction-in-progress assets

Further the startup of another plant expansion that was expected to

begin production in 2013 is being delayed until sales volumes increase

to levels necessary to support operations

Additionally during the fourth quarter of 2012 the events and circumstances

described above indicated that additional assets of Dow Cornings

polycrystalline silicon business might be impaired In accordance with

accounting guidance for impairment of long-lived assets Dow Corning

compared estimated undiscounted cash flows to the assets carrying value

and determined that the asset group is recoverable as of December 31

The net decrease in 2010 was due primarily to $54 million decrease to

our estimated
liability

for asbestos
litigation

that was recorded in the

first quarter of 2010 as result of the change in terris of the proposed

settlement of the PCC asbestos claims For the remainder of 2010 we

recorded net credit adjustments to our asbestos litigation liability
of

$5 million to reflectthe change in value of the estimated settlement
liability

Our asbestos litigation liability was estimated to be $671 million at

December 31 2012 compared with an estimate of $657 million at

December 31 2011 The entire obligation is classified as non-current

liability as installment payments for the cash portion of the obligation are

not planned to commence until more than 12 months after the proposed

Amended PCC Plan is ultimately effective anda portion of the obligation

will be fulfilled through the direct contribution of Cornings investment in

PCE currentlyrecorded as non-current other equity method investment

See Legal Proceedings for additional information about this matter

Years ended December 31

2012 However it is reasonably possible that the estimate of undiscounted

cash flows could change in the near terin tesulting in the need to write

down those assets to fair value If significant adverse duty is imposed

by MOFCOM or there is continued pricing deterioration or other adverse

market conditions that result in non-performance by customers under

long-term contracts Dow Cornings estimates of cash flows might

change Partially mitigating the adverse circumstances described above

are long-term contracts that Dow Corning established in preparation for

this negative volatility These long-term contracts contain customer pre

payment requirements as well as provision that the customers take

or pay the contracted volume of the polycrystalline silicon over the life

of the contract Cornings share of the carrying value of this asset group

is approximately $700 million after tax

In addition to the
significant

declines in
polycrystalline

silicon
prices

and the

impairment charge described above equity earnings from Dow Corning were

also negatively impacted in 2012 by the iollowing items

Cornings share ofthe restructuring actions taken in the silicone products

segment associated with workforce reductions and the impairment of

assets in the amount of $30 million before tax

Higher operating expenses due to an increase in pension expense

severance expense and compensation accruals

Price declines for silicone products and

The unfavorable impact from movements in foreign exchange rates

The decrease in equity earnings from Dow Corning in 2012 was offset somewhat

by the following items

gain in the amount of $io million before tax associated with the

resolution of contract dispute by Hemlock against one of its customers

relating to enforcement of long-term supply agreements

An increase in volume for silicone products and

Lower interest expense

The decline in equity earnings from Dow Corning in 2011 when compared to

2010 was primarily due to the following items

An increase in raw material costs of slightly above $ioo million

Equity in Earnings of Affiliated Companies

The following provides summary of equity earnings of affiliated companies in millions

2012 2011 2010

Samsung Corning Precision Materials 699 1031 1473

Dow Corning 90 404 444

Allother 21 36 41

Total equity earnings 810 1471 1958
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sales shift from higher priced higher margin silicones to lower priced

lower margin silicones and

decrease in advanced energy manufacturing tax credits

Other Income Expense Net

The decrease in equity earnings from Dow Corning was partially
offset

by gain in the amount of $89 million associated with the resolution of

contract dispute by Hemlock against one of its customers relating to

enforcement of long-term supply agreements

Other income expense net in Cornings consolidated statements of income includes the following in millions

Years ended December 31

Royatty income from Samsung Corning Precision Materials .83 219 265

Foreign currency transaction and hedge gains losses net 43 22

Loss on retirement of debt 26 30

Net loss attributable to noncontrolling interests

61 3113Other net

118 184Total

Royalty income from Samsung Corning Precision Materials decreased significantly in aoi when comared to 2011 reflecting decrease in the applicable

royalty rate coupled with decline in sales volume at Samsung Corning Precision Materials In December 2011 the applicable royalty rate was reduced

for five-year period by approximately o% compared to the prior five years

Income Before Income Taxes

In addition to the items identified under Gross margin Restructuring impairment and other charges credits Asbestos litigation charge credit and

Other income net movements in foreign exchange rates also had slightly positive impact for the years presented

Provision for Income Taxes

Our provision for income taxes and the related effective income tax rates were as follows in millions

The effective income tax rate for 2012 differed from the U.S statutory rate

of 35% primarily due to the following items

Rate differences on income/losses of consolidated foreign companies

partially offset by U.S tax on deemed repatriated earnings of which

$37 million will be reversed in the first quarter of 2013 due to the

retroactive application of the American Taxpayer Relief Act enacted

on January 32013

The impact of equity in earnings of nonconsolidated affiliates reported

in the financials net of tax and

The benefit of tax incentives in foreignjurisdictions primarily Taiwan

The effective income tax rate for 2011 differed from the U.S statutory rate of

35% primarily due to the following items

Rate differences on income/losses of consolidated foreign companies

The impact Qf equity in earnings of nonconsolidated affiliates reported

in the financials net of tax

The benefit oftax incentives in foreign jurisdictions primarily Taiwan and

$41 million tx benefit from amending our 2006 U.S Federal return

to claim foreign tax credits

2012 2011 2010

2012 2010

Provi1ott foi-intome tate 389 408 $7

Effective tax rate 18.4% 12.7% 7.5%

Years ended_December 31

2011
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The effective income tax rate for 2010 differed from the U.S statutory rate

of 35% primarily due to the following items

Rate differences on income/losses of consolidated foreign companies

The impact of equity in earnings of nonconsolidated affiliates reported

in the financials net of tax

The benefit of tax incentives in foreign jurisdictions primarily Taiwan

The benefit of excess foreign tax credits from repatriation of current

year earnings of certain foreign subsidiaries and

The impact of the reversal of the deferred tax assets associated with tax

exempt subsidy attributable to our other postretirement benefits
liability

Corning has valuation allowances on certain shorter-ived deferred tax

assets such as those represented by capital loss carry forwardsand state

tax net operating loss carry forwards as well other foreign net operating

loss carry forwards and federal and state tax credits because we cannot

conclude that it is more likely
than not that we will earn income of the

character required to utilize these assets before they expire U.S profits

of approximately $7.1 billion will be required to fully realize the deferred

tax assets as of December 31 2012 Of that amount $3.8 billion ofU.S

profits will be required overthe next iyears to fully realize the deferred tax

assets associated with federal net operating loss and credit carryforwards

Net Income Attributable to Corning Incorporated

The remaining deferred tax assets will be realized as the underlying

temporary differences reverse over an extended period The amount of

U.S and foreign deferred tax assets that had valuation allowances at

December 31 2012 and 2011 was $210 million and $219 million respectively

We currently provide income taxes on the earnings offoreign subsidiaries

and affiliated companies to the extent these earnings are currently taxable

or not indefinitely reinvested As of December 31 2012 taxes have nat

been provided on approxiFnately $11.9 billion of accumulated foreign

unremitted earnings that are expected to remain invested indefinitely

It is not practical to calculate the unrecognized deferred tax liability on

those earnings

Our foreign subsidiary in Taiwan operates under various tax holiday

arrangements The nature and extent of such arrangementsvary and

the benefits of such arrangements phase out through 2015 The impact
of the tax holidays on our effective rate is reduction in the rate ofi.6

2.0 and
3.1 percentage points for 2012 2011 and 2010 respectively

While we expect the amount of unrecognized tax benefits to change in

the next 12 months we do not expectthe change to have significant

impact on the results of operations or our financial position

Referto Note Income Taxes to the Consolidated Financial Statements

for further details regarding income tax matters

As result of the items discussed above net income and per share data was as follows in millions except per share amounts

Our reportable segments are as follows

Display Technologies manufactures glass substrates for flat panel

liquid crystal displays

Telecommunications manufactures optical fiber and cable and hardware

and equipment components for the telecommunications industry

Environmental Technologies manufactures ceramic substrates and

filters for automotive and diesel applications This reportable segment
is an aggregation of our Automotive and Diesel operating segments as

these two segments share similar economic characteristics products

customer types production processes and distribution methods

Specialty Materials manufactures products that provide nore than

150 material formulations for glass glass ceramics and fluoride crystals

to meet demand for unique customer needs

Life Sciences manufactures glass and plastic labware equipment media

and reagents to provide workflow solutions for scientific applications

Years ended December 31

All other reportable segments that do not meet the quantitative threshold

for separate reporting have been grouped as All Other This group is

primarily comprised of development projects and results for new product

lines

We prepared the financial results for our segments on basis that is

consistent with the manner in which we internally disaggregate financial

information to assist in making internal operating decisions We included

the earnings of equity affiliates that are closely associated with our

reportable segments in the respective segments net income We have

allocated certain common expenses among our reportable segments

differently than we would for stand-alone financial information Segment
net income may not be consistent with measures used by other companies
The accounting policies

of our reportable segments are the same as those

applied in the consolidated financial statements

2012 2011 2010

Net income attributable to Corning Incorporated 1728 2805 55$
Basic earnings per common share 1.16 1.80 2.28

Diluted earnings per common share 1.15 177 2.25

Shares used in computing per share amounts

Basic earnings per common share 1494 1562 1558

Diluted earnings per common share 1506 1583 1581

Reportable Segments
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Display Technologies

2012 VS 2011

The decrease in net sales in 2012 when compared to 2011 reflects significant

price declines which occurred in the fourth quarter of 2011 and the first

quarter of 2012 driven by customer and competitive pressures
associated

with share shifts at several major customers in period of excess glass

supply Sequential price declines became much more moderate in the

second and third quarters of 2012 reflecting better matching of supply

and demand for glass and more stable levels of inventory in the LCD supply

chain In the third and fourth quarter of 2012 Corning entered into new

agreements with key customers These agreements stabilize Cornings

share at each of the customers and maintain fixed relationship between

Cornings pricing and competitive pricing at that customer Fourth quarter

sequential price declines were slightly higher than the prior two quarters

due to some initial adjustments to line up Cornings prior pricing with the

requirements of these new agreements Retail demand for larger-sized LCD

televisions drove double-digit increase in volume in our wholly-owned

business in 2012 when compared to the prioryear and
slightly

offset the

price
declines described above Movements in foreign exchange rates did

not significantly impact net sales of this segment

The decrease in equity earnIngs from our Display Technologies equity

affiliates in 2012 when compared to 2011 reflected substantial price

declines driven by the circumstances described above relatively
consistent

volume and share loss at key customer Also negatively impacting equity

earnings were restructuring actions taken in the fourth quarter of 2012

consisting largely
of tank and finishing line asset write-offs in the amount

of $18 million Although equity earnings of the equity affiliates of this

segment are impacted by movements in both the U.S dollar Japanese

yen and U.S dollar Korean won exchange rates movements in foreign

exchange rates did not significantly impact equity earnings for the year

ended December 31 2012

When compared to 2011 the decrease in net income in 2012 reflects

the.impact of price declines described above at both our wholly-owned

business and the segment equity affiliates reduction in royalty income

and the impact of restructuring actions partially offset by double-digit

increase in volume at our wholly-owned business Restructuring costs in

this segment totaled approximately $21 million before tax and consisted

primarily of the write-off of finishing line assets located in Japan and

exit costs for the consolidation of office space
Movements in foreign

exchange rates did not significantly impact net income of this segment

number of Cornings patents and know-how are licensed to Samsung

Corning Precision Materials as well as to third parties which generates

royalty income Royalty income from Samsung Corning Precision Materials

decreased
significantly

in 2012 when compared to 2011 reflecting
decrease

in the applicable royalty rate coupled with decline in sales volume at

Samsung Corning Precision Materials In December 2011 the applicable

royalty rate was reduced for five-year period by approximately o%
compared tothe priorfiveyears Referto Note Investments tothe

Consolidated Financial Statements for more information about related

party transactions

2011 VS 2010

The end market for LCD televisions was up slightly in 2011 with unit

growth rates remaining consistent with or exceeding our expectations

across all geographic regions Additionally larger-sized LCD televisions

were the fastest growing size category in 2011 and have resulted in area

growth rates that were even higher than unit growth rates However

because Corning sells to panel makers and not to end market consumers

supply chain expansion and contraction for this industry are key factors

in Cornings sales volume While end market demand continues to grow

in all LCD applications inventory levels within the LCD supply chain have

not kept pace with this growth and have in fact declined in absolute

terms during 2011 when compared to 2010 resulting in lower volumeand

excess capacity in the supply chain As result Corning announced in the

fourth quarter of 2011 that it would reduce capacity at our wholly-owned

business by delaying the start-up of new glass melting tanks as well

as postponing the relight of tanks that were removed from service for

normal repair Our equity affiliate Samsung Corning Precision Materials

took similar actions in the fourth quarter of 2011

The slight increase in net sales in the Display Technologies segment in

2011 compared to 2010 was driven primarily by the favorable impact

of movements in foreign exchange rates Net sales of this segment are

denominated in Japaneseyen and as result are susceptible to movements

in the U.S dollar-Japanese yen exchange rate Volume growth in 2011 was

more than offset by price declines when compared to 2010

When compared to 2010 the decrease in equity earnings from Samsung

Corning Precision Materials in 2011 reflected volume and price declines

offset somewhat by the favorable impact of movements in foreign

exchange rates Equity earnings of Samsung Corning Precision Materials

are impacted by movements in both the U.S dollar Japanese yen and

U.S dollar Korean won exchange rates The impact of the supply chain

contraction and excess capacity in 2011 has been more severe in Korea

resulting in higher price and volume declines at Samsung Corning

Precision Materials than at our wholly-owned business Additionally in

the fourth quarter of 2011 although Samsung Corning Precision Materials

significantly reduced its glass pricing in light
of the current state of glass

supply in the industry it did not recover market share that was lost in the

third quarter Due to these market dynamics Samsung Corning Precision

Materials reduced its glass melting capacity as described above Equity

earnings were also negatively impacted by higher taxes due to the partial

expiration of Korean tax holiday and the absence of $61 million credit

for our share of revised tax holiday calculation agreed to bythe Korean

National Tax service recorded in 2010

When compared to 2010 the decrease in net income in the Display

Technologies segment in 2011 reflects the impact of lower equity earnings

price
declines and decrease in

royalty income partially
offset by improved

manufacturing efficiency and the favorable impact of foreign exchange

rate movements Net income was also negatively impacted by the absence

ofa pre-tax credit recorded in 2010 in the amount of $324 riiillion as

settlement of business interruption and property damage insurance claims

Other Informtion

The Display Technologies segment has concentrated customer base

comprised of LCD panel and color filter makers primarily located in Japan

China and Taiwan In 2012 three customers of the Display Technologies

segment which individually accounted for more than 10% of segment

net sales accounted for combined 63% of total segment sales For 2011

four customers of the Display Technologies segment which individually

accounted for more than io% of segment net sales accounted for 77% of

total segment sales For 2010 three customers ofthe Display Technologies

segment which individually accounted for more than io% of segment

net sales accounted for 72% of total segment sales Our customers face

the same global economic dynamics as we do in this market Our near-

dollars
in millions 2012 2011 2010 12 vs 11 11 vs 10

Net sales
909 14S 011

Equity earnings of affiliated companies 692 1027 1452 33 29

Net income 1602 2993 32 22

change
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term sales and profitability would be impacted if any of these significant

customers were unable to continue to purchase our products

In addition Samsung Corning Precision Materials sales are concentrated

across small number of its customers In 20122011 and 2010 sales to two

LCD panel makers located in Korea accounted for approximately 93% of

Samsung Corning Precision Materials sales in each of those three years

Corning has invested heavily to expand capacity to meet the projected

demand for LCD glass substrates In 2012 2011 and 2010 capital spending in

this segment was $853 million $1.3 billion and $97 million respectively

We expect capital spending for 2013 to be approximately $soo million

of which approximately $200 million will be related to spending on 2012

capital projects

Outlook

We expect the overall LCD glass retail market to be up mid-to-high single

digits in 2013 from 3.5 billion square feet in 2012 We believe that the

long-term market drivers will be LCD television growth driven by growth
of larger-sized LCD televisions and increased demand in emerging regions

Telecommunications

In the first quarter of 2013 we expect volume at our wholly-owned business

and our segment equity affiliates to increase when compared to the first

quarter of 2012 but to be down sequentially by mid-single digits We
expect price declines in our wholly owned business in the first quarter

of2ol3 to be more moderate when compared to the previous quarter
and for price declines at our segment equity affiliates to be consistent

with the prior quarter

The end market demand for LCD televisions monitors and notebooks is

dependent on consumer retail spending among otherthings We are

cautious about the potential negative impacts that economic conditions

particularly global economic recession excess market capacity and world

political tensions could have on consumer demand While the industry has

grown rapidly in recent years economic volatility along with consumer

preferences for panels of differing sizes prices or other factors may lead to

pauses in market growth Therefore it is possible that glass manufacturing

capacity may exceed demand from time to time We may incur further

charges in this segment to reduce our workforce and consolidate capacity

In addition changes in foreign exchange rates principally the Japanese

yen will continue to impact the sales and profitability of this segment

%change

11 vs 10dollars in millions 2012 2011 2010 12 vs 11

Net sales

Optical fiber and cable 1102 1051 878 20

Hardware and equipment 1028 1021 834 22

Total net sales 2130 2072 1712 21

Net income 155 195 98 21 99

2012 VS 2011

Net sales for the segment were up slightly when compared to 2011 driven

by increased demand for optical fiber and cable in China fiber-to-the-

premises products in Australia and wireless products This growth was

offset somewhat by declines in demand for legacy copper products and

the negative impact of foreign exchange rate movements

The decrease in net income in 2012 reflects the impact of restructuring

actions lower sales of premium fiber products an increase in research

and development expenses an increase in project spending and the

absence ofa contingent liability reversal recorded in 2011 in the amount
of $27 million Somewhat offsetting the decrease in net income was

translation gain in the amount of$52 million forthe liquidation ofa

foreign subsidiary recorded in the fourth quarter of 2012 and the
partial

reversal of
warranty reserve related to our fiber-to-the-premises and

fiber optic cable products in the pre-tax amount of$io million recorded

in the third quarter of 2012 Net income of this segment in 2012 included

approximately $39 million of restructuring charges associated with the

Compa nys corporate-wide restructuring plan which included headcount

reductions asset write-offs and the write-off ofa small equity affiliate in

Japan Movements in foreign exchange rates did not significantly impact
net income of this segment

The Telecommunications segment has concentrated customer base

In the years ended December 31 2012 2011 and 2010 one customer
which individually accounted for more than 10% of segment net sales

accounted for 12% 12% and 15% respectively of total segment net sales

2011 VS 2010

In 2011 net sales of the Telecommunications segment increased when

compared to 2010 due to higher sales in all of the segments product

lines led by fiber-to-the-premises optical fiber and cable and enterprise

network products Sales offiber-to-the-premises products increased 39%
driven by initiatives in Canada Europe and Australia Optical fiber and

cable sales growth reflected record volume moderating price declines and

an increase in sales of premium products Sales also increased due to

small acquisition completed in the first quarter of 2011 and the positive

impact from movements in foreign exchange rates

The increase in net income in 2011 when compared to 2010 reflects higher

volume across all product lines and an increase in sales of higher margin

products coupled with credit in the amount of $27 million for the decrease

in contingent liability associated with first quarter acquisition The

increase in net income was offset slightly by the impact of higher raw

materials and project costs associated with our initiatives in Australia and

Europe Movements in foreign exchange rates did not have significant

impact on the comparability of net income for the periods presented

Outlook

We expect strong year of sales growth in the Telecommunicatons

segment in 2013 driven by an increase in global demand for our optical

fiber and cable significant ramp-up ofourfiber-to-the-premises initiative

in Australia and strong growth of our enterprise network products In

the first quarter of 2013 we expect net sales of this segment to increase

when compared to the same period last year

Changes in our customers expected deployment plans or additional

reductions in their inventory levels of fiber-to-the-premises products
could also affect sales levels Should these plans not occur at the pace

anticipated our sales and earnings would be adversely affected
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Environmental Technologies

chag

dollars in millions
2012 2011 2010 12 vs 11 11 vs 10

Net sates

Automotive
486 476 462

teseI
478 522 354 47

Total net sales 964 998 816 22

ttintorne
115

121

2012 VS 2011

Net sales of this segment decreased in 2012 when compared to 2011 due issues with our direct customers our near-term sales and profitability

to decline in net sales of our diesel products and the negative impact would be impacted if any individual customers were unable to continue

of movements in foreign exchange rates Although sales of light duty to purchase our products

diesel products decreased due to decline in demand for vehicles in

Europe requiring light duty diesel filters sales of our heavy duty diesel

products increased 8% in 2012 partially offsetting the decrease in light duty
2011 VS 20O

diesel sales During the latter half of 2012 however the rate of growth of When compared to 2010 net sales in the Environmental Technologies

heavy duty products declined driven by slowing of Class truck orders
segment increased in 2011 primarily due to higher sales of diesel products

in North America Sales of our automotive products increased in 2012 The increase was driven by an increase in truck production in the United

when compared to 2011 on continued growth in worldwide automotive
States implementation

of European governmental regulations on light

production led by growth in North America
duty diesel vehicles and the first stages of the implementation of off-

Net income in 2012 decreased slightly driven by decrease in sales of
road vehicle regulations in the United States Sales of our automotive

light duty diesel products offset somewhat by an increase in heavy duty
products also increased slightly

in 2011 when compared to 2010 reflecting

diesel volume improved manufacturing performance and decrease in
the continuing growth of worldwide automotive production Net sales

air freight costs when compared to the same period last year In 2012 net
of this segment in 2011 were not materially impacted by movements in

income of this segment included approximately million before tax
foreign exchange rates when compared to 2010

of restructuring charges associated with the Companys corporate-wide Net income in 2011 increased i8i% when compared to 2010 due to higher

restructuring plan to reduce its global workforce Movements in foreign sales volume for our diesel products combined with reduced air freight

exchange rates did not have significant impact on the comparability expense and improved manufacturing performance in both diesel and

of net income for the periods presented automotive product lines The increase in net income was slightly
offset

The Environmental Technologies segment selisto concentrated customer
by higher depreciation and project costs on manufacturing capacity

base of catalyzer and emission control systems manufacturers who then expansion Movements in foreign exchange rates in 2011 did not materially

sell to automotive and diesel engine manufacturers Although our sales are impact the results of this segment when compared to 2010

to the emission control systems manufacturers the use of our substrates

and filters is generally required by the specifications of the automotive Outlook

and diesel vehicle or engine manufacturers For 2012 2011 and 2010 net

sales to three customers which individually accounted for more than io% In 2013 we anticipate that the worldwide auto and heavy-duty diesel

of segment sales accounted for 86% 8%and 86% respectively of total truck markets should grow when compared to 2012 We expect net sales

segment
sales While we are not aware of any significant customer credit of this segment to decline in the first quarter of 2013 when compared to

record quarterly sales in the same period last year

Specialty Materials

%change

dollars
in millions

2012 2011 2010 12 vs 11 11 vs 10

Ntjes 346 074 578 25 86

Net income loss
142 36 32 13

The percentage change calculation is not meaningful

2012 VS 2011

The Specialty Materials segment manufactures products that provide

more than 150 material formulations for glass glass ceramics and fluoride

crystals to meet demand for unique customer needs Consequently this

segment operates in wide variety of commercial and industrial markets

that include display optics and components semiconductor optics

components aerospace and defense astronomy ophthalmic products

telecommunications components and protective cover glass that is

optimized for portable display devices and televisions

Net sales in 2012 increased in the Specialty Materials segment when

compared to the same period in 2011 driven by significant increase in

sales volume of Corning Gorilla Glass Sales of Corning Gorilla Glass have

continued to increase due to combination of strong retail demand for

handheld display devices tablets and notebook computers and an increase

in usage of our glass on these devices Moderate
price

declines for Corning

Gorilla Glass and lower sales of our advanced optics products partially

offset the increase in net sales Movements in foreign exchange rates

did not significantly impact net sales of this reportable segment in 2012
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When compared to the same period last year the increase in net income in

2012 was driven by the increase in sales of Corning Gorilla Glass combined

with increased manufacturing efficiency and the absence of large cover

glass start-up and tank conversion costs incurred in 2011 Also impacting

results of this segment was the net positive difference in large cover glass

asset write-offs in 2012 versus 2011 in the pre-tax amount of $86 million

Net income included approximately $io million pre-tax of restructuring

charges associated with the Companys corporate-wide restructuring

plan which included headcount reductions and asset write-offs related

to our advanced optics product line Net income was not significantly

impacted from movements in foreign exchange rates when compared

to the same period in 2011

For 2012 two customers of the Specialty Materials segment which

individually accounted for more than io% of segment sales accounted

for 54% of total segment sales For 2011 two customers of the Specialty

Materials segment which individually accounted for more than io%

of segment sales accounted for 42% of total segment sales For 2010

three customers of the Specialty Materials segment which individually

accounted for more than io% of segment sales accounted for 43% of

total segment sales

2011 vs 2010

Net sales in 2011 increased significantly in the Specialty Materials segment
driven by sales of Corning Gorilla Glass which more than doubled when

compared to 2010 and modest increase in semiconductor optics and

aerospace and defense products Movements in foreign exchange rates

did not significantly impact net sales of this segment in 2011 Sales of

Corning Gorilla Glass increased considerably especially during the first

nine months of 2011 due to combination of strong retail demand for

Life Sciences

handheld display devices tablets and notebook computers and increased

usage of our glass on these devices Although sales of Corning Gorilla Glass

used in our large cover glass products increased in 2011 when compared

to 2010 sales were significantly below our expectations in 2011 and are

expected to be lower than forecasted in 2012 As result certain assets

located in Japan used in the ion exchange process for the production of large

cover glass were impaired in the fourth quarter of 2011 This asset group

includes machinery and equipment used in the ion exchange process and

facilities dedicated to the ion exchange process The Specialty Materials

segment reduced capacityfor its Corning Gorilla Glass products including

the impairment of large cover glass assets in the fourth quarter of 2011

as part of Cornings worldwide capacity reduction of approximately 25%

The slight increase in net loss in 2011 when compared to 2010 was driven

bythe large cover glass asset impairment charge in the amount of

$130 million pre-tax offset bythe considerable increase in sales volume

of our Corning Gorilla Glass used in handheld display devices tablets

and notebook computers Net income was also impacted somewhat by

declines in manufacturing efficiency caused primarily by start-up costs

for large cover glass and glass tank conversions necessary to increase

manufacturing capacity for Corning Gorilla Glass in 2011 as well as the

negative impact of movements in foreign exchange rates

Outlook

For 2013 we expect double digit market growth for Corning Gorilla Glass

driven by its continued popularity as cover glass for smartphones and

tablets and the emergence of touch technology on notebook computers
In the first quarter of 2013 we expect net sales to decline sequentially

and compared to the same period in 2012

change

dollars in millions 2012 2011 2010 12 vs 11 11 vs 10

Net sales 657 595 508 10 17

Net income 31 61 60 49

2012 VS 2011

Net sales in 2012 increased due to the impact of the acquisition of the

majority of the Discovery Labware business which was completed in the

fourth quarter of 2012 and small acquisition completed in the fourth

quarter of 2011 as well as slight increase in the segments existing product

lines The acquisitions support the Companys strategyto expand Cornings

portfolio of life sciences products and enhance global customer access

in this business and accounted for $65 million of the increase in sales in

2012 when compared to 2011 The negative impact of foreign exchange

rate movements partially offset the increase in sales

The decrease in net income in 2012 reflects the impact of higher raw

materials costs and operating expenses in the amount of $22 million

related to the acquisition of majority of the Discovery Labware business

which more than offset the favorable impact of the increase in net

sales Also negatively impacting net income of this segment in 2012 was

approximately $2 million of restructuring charges associated with the

Companys corporate-wide restructuring plan to reduce global headcount

Net income in 2012 was not significantly impacted by movements in foreign

exchange rates when compared to the same period in 2011

For 2012 2011 and 2010 two customers in the Life Sciences segment
which individually accounted for more than 10% of total segment net

sales collectively accounted for 38% 39% and 37% respectively of total

segment sales

2011 VS 2010

Net sales in 2011 increased when compared to 2010 due to small acquisition

completed in the fourth quarter of 2010 and higher sales in the segments

existing product lines Net sales in 2011 were not significantly impacted

by movements in foreign exchange rates when compared to 2010

Net income in 2011 was consistent with 2010 reflecting costs for

manufacturing expansion projects higher raw materials costs and the

impact of the integration of the acquisition completed in 2010 offset by

modest volume and price increases Net income of this segment was not

significantly impacted by movements in foreign exchange rates when

compared to 2010

Outlook

Sales in the Life Sciences segment are expected to increase in both the first

quarter and full year of 2013 primarily due to the impact ofthe Discovery

Labware business acquisition completed in the fourth quarter of 2012
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All Other

%change

dollars in millions 2012 2011 2010 12 vS 11 11 vs 10

Net sales 14

Research development and engineering expenses 124 98 114 27 14

Equity earning of affiliated companies
17 15 45 13 67

Net loss 98 78 75 26

All Other includes all other segments that do not meet the quantitative 2012 VS 2011

threshold for separate reporting This group is primarily comprised of

development projects that involve the use of various technologies for The results of this segment for the year ended 2012 when compared to

new products such as advanced flow reactors thin-film photovoltaics
the same period last year reflect an increase in research development

and adjacency businesses in pursuit of thin strong glass This segment
and engineering expenses for development projects offset by gain

also includes results for certain corporate investments such as Samsung
on the sale of assets in Samsung Corning Precision Materials non-LCD

Corning Precision Materials non-LCD glass businesses Eurokera and glass business

Keraglass equity affiliates which manufacture smooth cooktop glass

ceramic products and Corsam Technologies LLC Corsam an equity affiliate
2011 VS 2010

established between Corningand Samsung Corning Precision Materials

to provide glass technology research Refer to Note Investments to The increase in net loss in 2011 when compared to 2010 in this segment

the Consolidated Financial Statements for additional information about was driven by lower equity earnings from Samsung Corning Precision

Samsung Corning Precision Materials and related partytransactions Materials non-LCD glass businesses partially
offset by lower research

development and engineering expenses

Liquidity and Capital Resources

Financing and Capital Structure

The following items impacted Cornings financing and capital structure

during 2012 and 2011

In the first quarter of 2012 we issued $oo million of 4.75% senior

unsecured notes that mature on March 15 2042 and $250 million of

4.70% senior unsecured notes that mature on March 15 2037 The net

proceeds of $742 million will be used for general corporate purposes

In the fourth quarter of 2012 we completed the following debt-related

transactions

We issued $250 million of 1.45% senior unsecured notes that mature

on November 15 2017 The net proceeds of $248 million from the

offering will be used for general corporate purposes

We repurchased $13 million of our 8.875% senior unsecured notes

due 2021 $ii million of our 8.875% senior unsecured notes due

2016 and $51 million of our 6.75% senior unsecured notes due 2013

Additionally we redeemed $ioo million of our 5.90% senior unsecured

notes due 2014 and $74 million of our 6.20% senior unsecured notes

due 2016 We recognized pre-tax loss of $26 million upon the early

redemption of these notes

In the fourth quarter of 2012 Cornings Board of Directors declared

20% increase in the companys quarterly common stock dividend

Cornings quarterly dividend increased from $0075 per share to $0.09

per share of common stock

On October 52011 Cornings Board of Directors approved the repurchase of

up to $1.5 billion of common stock between the date ofthe announcement

and December 31 2013 Corning finalized the repurchase program
in

the fourth quarter of 2012 and repurchased total of 111 million shares

for $i billion during the program

In the second quarter of 2011 wholly-owned subsidiary entered into

credit facility
that allows Corning to borrow up to Chinese Renminbi

RMB 4.0 billion or approximately $642 million when translated to

United States dollars Corning was able to request advances during the

eighteen month period beginning on June 30 2011 the Availability

Period The time period for Corning to draw under the RMB facility

expired at the end of 2012 Ourfinancing agreement requires us to repay

the aggregate principal amount and accrued interest outstanding at the

end ofthe Availability
Period in six installments with the final payment

due in August 2016 five years from the date of the first advance Corning

also has the right to repay this loan in full at pre-determined dates

with no pre-payment penalty In 2012 we borrowed the equivalent of

approximately $377 million from this credit facility

Capital Spending

Capital spending was $1.8 billion in 2012 decrease of $631 million

when compared to 2011 In 2010 Corning announced several multi-year

investment plans to increase manufacturing capacity in several of our

reportable segments Specifically the projects focused on an LCD glass

substrate facility
in China for our Display Technologies segment and

capacity expansion project for Specialty Materials Corning Gorilla Glass

in Japan Although spending for these projects continued into 2012 the

majority of the construction costs were incurred in 2011 resulting in

significant decrease in capital spending in those segments in 2012

Slightly offsetting the decline was an increase in capital spending in the

Telecommunications segment driven by capacity expansion in our fiber

business We expect our 2013 capital expenditures to be approximately

$1.3 billion Approximately $oo million will be allocated to our Display

Technologies segment of which approximately $200 million will be

related to spending on 2012 capital projects
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Cash Flows

Summaryof cash flow data in millions

Years ended December

2012 2011 2010

Netcash provided by operating activities 3206 3189 3835

Net cash used in investing activities 2628 2056 1769
Net cash used in financing activities 115 980 $.

2012 VS 2011

Although 2012 net income declined when compared to 2011 operating cash

flow remained
relatively

consistent The decrease in net income resulted

primarilyfrom the non-cash impacts of significantly lower equity earnings

and the absence of the positive impact of movements in foreign exchange

rates experienced in 2011 The cash impact of higher dividends and net

positive change in working capital also effected operating cash flow

Net cash used in investing activities increased in 2012 when compared
to 2011 due to the acquisition of the majority of the Discovery Labware

business from Becton Dickinson and Company an investment in an

affiliated company and lower cash received from short-term investment

liquidations offset slightly by decrease in capital spending

Net cash used in financing activities decreased in 2012 when compared to

2011 primarily due to the proceeds received from the issuance of long-term

debt coupled with decline in cash used for stock repurchases in 2012

Somewhat offsetting the decrease in net cash used were the impacts

of retiring long-term debt and decline in proceeds received from the

exercise of stock options

2011 VS 2010

Net cash provided by operating activities decreased in 2011 when compared

to 2010 driven largely by non-recurring special dividend of almost

$900 million received from Samsung Corning Precision Materials in 2010

and decrease in cash from changes in working capital Additionally

in 2011 we received $66 million for the remainder of the settlement of

business interruption and property damage insurance claims decrease of

$193 million from the amount we received in 2010 as partial payment for

these claims These negative events were partially offset by $350 million

decrease in contributions to our defined benefit pension plans in 2011

Net cash used in investing activities was higher in 2011 when compared

to 2010 due to an increase in capital spending and two small acquisitions

completed in 2011 Capital spending was driven primarily by capacity

projects to support growth in demand in our Display Technologies and

Specialty Materials segments The increase in net cash used in investing

activities was partially offset by higher cash received from short-term

investments liquidations

Net cash used in financing activities increased in 2011 when compared to

2010 driven by common stock repurchases and an increase in our dividend

rate from $0.05 per share to $o.oj per share in the fourth quarter of 2011

Defined Benefit Pension Plans

We have defined benefit pension plans covering certain domestic and

international employees Our largest single pension plan is Cornings U.S

qualified plan At December 31 2012 this plan accounted for 8o% of our

consolidated defined benefit pension plans projected benefit obligation

and 90% of the related plans assets

We have historically contributed to the U.S qualified pension plan on an

annual basis in excess of the IRS minimum requirements and as result

mandatory contributions are not expected to be required forthis plan until

sometime after 2013 In 2012 we made voluntary cash contributions of

$m million to our domestic defined benefit pension plan and $30 million

to our international pension plans In 2011 we made no voluntary cash

contributions to our domestic defined benefit pension plan and $5 million

to our international pension plans

Although we will not be subject to any mandatory contributions in 2013

we anticipate making voluntary cash contributions of upto $60 million

to our U.S pension plan and up to $5 million to our international pension

plans in 2013

Refer to Note
13 Employee Retirement Plans to the Consolidated Financial

Statements for additional information

Restructuring

In response to uncertain global economic conditions and the potential

for slower 2013 growth in many of our businesses Corning implemented

corporate-wide restructuring plan in the fourth quarter of 2012 We
recorded charges of $89 million which included costs for workforce

reductions asset disposals and write-offs and exit costs Total cash

expenditures associated with these actions are expected to be approximately

$49 million with the majority of spending for employee-related costs

coqipleted by 2013 Annualized savings from these actions are estinated

to be approximately $71 million and will be reflected largely in selling

general and administrative expenses

During 2012 2011 and 2010 we made payments of$8 million $16 million

and $66 million respectively related to employee severance and otherexit

costs resulting from restructuring actions Refer to Note Restructuring

Impairment and Other Charges Credits to the Consolidated Financial

Statements for additional information
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Key Balance Sheet Data

Balance sheet and working capital
measures are provided in the following table dollars in millions

Deeember

2012 2011

WbkIng capital
7739 .$ S80

Current ratio
5.01 4.11

1ra.e accounts receivable net of allowances
302 1082

Dayssalesoutstanding
55 52

Inventories 1051 975

Inventory turns
4.6 4.7

ay ayabIØ outstanding
42 42

Lone-term debt 382 2364

TdeUota$cp$al 14% IQ%

Includes trade payables only

Credit Ratings

As of February 13 2013 our credit ratings were as follows

Ratln
Agency Rating long-term debt Outlook last update

Fitch
Stable

May 17 2011

StandardiPoors BBB Positive

February 14 2012

Moodys
A3 table

September 12 2011

Management Assessment of Liquidity

We ended the fourth quarter of 2012 with over $6.1 billion of cash cash

equivalents and short-term investments The Company has adequate

sources of liquidity
and we are confident in our ability to generate cash

to meet existing or reasonably likely
future cash requirements Our cash

cash equivalents and short-term investments are held in various locations

throughout the world and are generally unrestricted At December 31 2012

approximately 75% of the consolidated amount was held outside of the

U.S Almost all of the amounts held outside of the U.S are available for

repatriation subject to relevant tax consequences We utilize variety

of tax effective financing strategies to ensure that our worldwide cash

is available in the locations in which it is needed In the fourth quarter of

2010 we repatriated to the U.S approximately $1.1 billion of 2010 earnings

from certain foreign subsidiaries We expect previously accumulated

non-U.S cash balances will remain outside of the U.S In addition to the

cash repatriated in 2010 we expect that we will meet U.S liquidity
needs

through future cash flows use of U.S cash balances external borrowings

or some combination of these sources

Realized gains and losses for 2012 2011 and 2010 were not significant

Volatility in financial markets may limit Cornings access to
capital

markets

and result in terms and conditions that by historical comparisons are

more restrictive and costly to Corning Still from time to time we may

issue debt the proceeds of which may be used to refinance certain debt

maturities and for general corporate purposes In February 2013 the

Company obtained authorization from the Board of Directors to execute

series of foreign exchange contracts over two year period to hedge our

exposure to movements in the Japanese yen and its impact on our earnings

The Companys execution of these contracts will be dependent upon

market conditions The foreign exchange contracts will not be designated

derivatives and will be marked to market through the other income line

and could be material to our consolidated statements of income

During 2012 and 2011 we repurchased million and million shares of

common stock for $720 million and $780 million respectively as part of

share repurchase program announced on October 2011 There were

no repurchases in aoio

We complete comprehensive reviews of our significant customers and

their creditworthiness by analyzing their financial strength at least

annually or more frequently for customers where we have identified

measure of increased risk We closely monitor payments and developments

which may signal possible customer credit issues We currently have not

identified any potential material impact on our liquidity resulting from

customer credit issues

Our major source of funding
for 2012 and beyond will be our operating

cash flow and our existing balances of cash cash equivalents short-term

investments as well as proceeds from any potential issuances of debt

We believe we have sufficient liquidity
for the next several years to fund

operations the asbestos litigation research and development capital

expenditures scheduled debt repayments and current dividend payments

Corning has access to $i.o billion unsecured committed revolving line

of credit We also have amounts outstanding of $497 million under

4.0 billion Chinese Renminbi RMB credit facility approximately

$642 million when translated to USD The time period for Corning to

draw under the RMB facility expired at the end of 2012 These two credit

facilities include two financial covenants leverage ratio and an interest

coverage ratio The required leverage ratio which measures debt to total

capital is maximum of 50% At December 31 2012 and 2011 our leverage

using this measure was 14% and io% respectively The required interest

coverage ratio which is an adjusted earnings measure as defined by our

facility compared to interest expense is ratio of at least
3.5

times At

December 31 2012 and 2011 our interest coverage ratio using this measure

was 36.0 times and
41.7 times respectively At December 31 2012 and 2011

we were in compliance with both financial covenants
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Our debt instruments contain customary event of default provisions

which allow the lenders the option of accelerating all obligations upon

the occurrence of certain events In addition the majority of our debt

instruments contain cross default provision whereby default on one

debt obligation of the Company in excess of specified amount also would

be considered default undertheterms of another debt instrument As

of December 31 2012 we were in compliance with all such provisions

Off Balance Sheet Arrangements

Off balance sheet arrangements are transactions agreements or other

contractual arrangements with an unconsolidated entity for which Corning

has an obligation to the entity that is not recorded in our consolidated

financial statements

Cornings off balance sheet arrangements include the following

Guarantee contracts and

Variable interests held in certain unconsolidated entities

At the time guarantee is issued the Company is required to recognize

liability
for the fair value or market value of the obligation it assumes In

the normal course of our business we do not routinely provide significant

third-party guarantees Generally third-party guarantees provided by

Corning are limited to certain financial guarantees including stand-by

letters of credit and performance bonds and the incurrence of contingent

liabilities in the form of purchase price adjustments related to attainment

of milestones These guarantees have various terms and none of these

guarantees are individually significant

Contractual Obligations

The amounts of our obligations follow in millions

Management is not aware of any known trends demands commitments

events or uncertainties that will result in or that are reasonably likely
to

result in material increase or decrease in our liquidity In addition other

than items discussed there are no known material trends favorable or

unfavorable in our capital resources and no expected material changes

in the mix and relative cost of such resources

Refer to Note 14 Commitments Contingencies and Guarantees to the

Consolidated Financial Statements for additional information

For variable interest entities we assess the terms of our interest in

eachentity to determine ifwe are the primary beneficiary The primary

beneficiary of variable interest entity is the party that absorbs majority

of the entitys expected losses receives amajority of its expected residual

returns or both as result of holding variable intefests which are the

ownership contracual or ctther pecuniary interests iran entity that

change with changes in the fair value of the entitys net assets excluding

variable interests

Corning has identified four entities that qualify as variable interest

entities None of these entities is considered to be significant to Cornings

consolidated statements of position

Corning does not have retained interests in assets transferred to an

unconsolidated entitythat serve as credit liquidity or market risk support

to that entity

Amount of commitment and contingency expiration per period

years and

Total Less than year to years to years to years thereafter

Performance bonds and guarantees 35 22

Credit facilities for equity companies 50 25 25

Stand-by letters of credit111 57 57

Subtotal of commitment expirations

per period 142 104 28

Purchase obligations 89 37 21 11

Capital expenditure obligations1 240 240

Total debt131 3214 73 295 136 154 2556

Interest on long-term debt141 2853 160 165 151 144 2233

Minimum rental commItments 834 383 200 149 28 74

Capital leases31 216 205

Imputedinterestoncapitalleases 135 12 12 12 12 87

Uncertain tax positions1

Subtotal of contractual obligation

paymentsduebyperiod 7585 910 697 462 350 5166

Total commitments and contingencies 7727 1014 725 467 350 5171

At December 31 2012 $41 million ofthe$57 million was included in other accrued liabilities on our consolidated balance sheets

Capital expenditure obligations primarily reflect amounts associated with our capital expansion activities

At December 31 2012 $3.4 billion was included on our balance sheet Total debt above is stated at maturity value

The estimate of interest payments assumes interest is paid through the date of maturity or expiration of the related debt based upon stated

rates in the respective debt instruments

At December 31 2012 $6 million was included on our balance sheet related to uncertain tax positions Ofthis amount we are unable to estimate

when $2 million of that amount will become payable
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We are required at the time guarantee is issued to recognize liability

for the fair value or market value of the obligation it assumes In the

normal course of our business we do not routinely provide significant

third-party guarantees Generally third-party guarantees provided by

Corning are limited to certain financial guarantees including stand-by

letters of credit and performance bonds and the incurrence of contingent

liabilities in the form of purchase price adjustments related to attainment

of milestones These guarantees have various terms and none of these

guarantees are individually significant

Additionally we have agreed to provide credit facility related to Dow

Corning The funding of the Dow Corning credit facility will be required

only if Dow Corning is not otherwise able to meet its scheduled funding

obligations in its confirmed Bankruptcy Plan We believe significant

majority of these guarantees and contingent liabilities will expire without

being funded

Environment

Corning has been named by the Environmental Protection ency the Corning based on expert analysis and continual monitoring by both

Agency under the Superfund Act or by state governments under similar internal and external consultants At December 31 2012 and 2011 Corning

state laws as potentially responsible party for active hazardous waste had accrued approximately $21 million undiscounted and $25 million

sites Underthe Superfund Act all parties who may have contributed any undiscounted respectively for its estimated
liability for environmental

waste to hazardous waste site identified by the Agency are jointly and cleanup and related litigation Based upon the information developed

severally liableforthe cost of cleanup unlessthe Agency agrees otherwise to date management believes that the accrued reserve is reasonable

It is Cornings policy to accrue for its estimated liability related to Superfund estimate of the Companys liability
and that the risk of an additional loss

sites and other environmental liabilities related to property owned by in an amount materially higher than that accrued is remote

Critical Accounting Estimates

The preparation of financial statements requires us to make estimates and

assumptions that affect amounts reported therein The estimates that

required us to make difficult subjective or complex judgments including

future projections of performance and relevant discount rates follow

Impairment of assets held for use

We are required to assess the recoverability of the carrying value of long-

lived assets when an indicator of impairment has been identified We
review our lon-lived assets in each quarterto assess whether impairment

indicators are present We must exercise judgment in assessing whether

an event of impairment has occurred

Manufacturing equipment includes certain components of production

equipment that are constructed of precious metals primarily platinum

and rhodium These metals are not depreciated because they have very

low physical losses and are repeatedly reclaimed and reused in our

manufacturing process over very long useful life Precious metals are

reviewed for impairment as part of our assessment of long-lived assets

This review considers all of the Companys precious metals that are

either in place in the production process in reclamation fabrication or

refinement in anticipation of re-use or awaiting use to support increased

capacity Precious metals are only acquired to support our operations and

are not held for trading or other non-manufacturing related purposes

Examples of events or circumstances that may be indicative of impairments

include

significant decrease in the market price of an asset

significant change in the extent or manner in which long-lived asset

is being used or in its physical condition

significant adverse change in legal factors or in the business climate

that could affect the value of the asset including an adverse action or

assessment by regulator

An accumulation of costs significantly
in excess of the amount originally

expected for the acquisition or construction of an asset

current-period operating or cash flow loss combined with history of

operating or cash flow losses or projection or forecast that demonstrates

continuing losses associated with the use of an asset and

current expectation that more likely
than not an asset will be sold

or otherwise disposed of significantly before the end of its previously

estimated useful life

For purposes of recognition and measurement of an impairment loss

long-lived asset or assets is grouped with other assets and liabilities at the

lowest level for which identifiable cash flows are largely independent of

the cash flows of other assets and liabilities We must exercisejudgment

in assessing the lowest level for which identifiable cash flows are largely

independent of the cash flows of other assets and liabilities Forthe majority

of our reportable segmentswe concluded that locations or businesses

which share production along the supply chain must be combined in

order to appropriately identii cash flows that are largely independent

of the cash flows of other assets and liabilities

For long-lived assets when impairment indicators are present we compare

estimated undiscounted future cash flows including the eventual

disposition of the asset group at market value to the assets carrying value

to determine if the asset group is recoverable This assessment requires

the exercise ofjudgment in assessing the future use of and projected

value to be derived from the assets to be held and used Assessments

also consider changes in asset utilization including the temporary idling

of capacity and the expected timing for placing this capacity back into

production If there is an impairment loss is recorded to reflect the

difference between the assets fair value and carrying value This may

require judgment in estimating future cash flows and relevant discount

rates and residual values in estimating the current fair value of the

impaired assets to be held and used

For an asset group that fails the test of recovera bility described above the

estimated fair value of long-lived assets is determined using an income

approach market approach cost approach or combination of one

or more of these approaches as appropriate for the particular asset group

being reviewed All of these approaches start with the forecast of expected

future net cash flows including the eventual disposition at market value

of long-lived assets and also considers the fair market value of all precious

metals if appropriate for the asset group being reviewed Some of the more

significant estimates and assumptions in our analysis include market size

and growth market share projected selling prices manufacturing cost

and discount rate Our estimates are based upon our historical experience

our commercial relationships and available external information about

future trends We believe fair value assessments are most sensitive to

market growth and the corresponding impact on volume and selling
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prices and that these are also more subjective than manufacturing cost

and other assumptions The Company believes its current assumptions

and estimates are reasonable and appropriate

In the event the current net book value of an asset group is found to be

greater than the net present value of the cash flows derived from the asset

group we determine the actual fair market value of long-lived assets with

the assistance from valualion appraisals conducted by third parties The

results of these valuations generally represent the fair market value ofthe

asset group that will remain after any necessary impairment adjustments

have been recorded The impairment charge will be allocated to assets

within the asset group on relative fair value basis

At December 31 2012 the carrying value of precious metals was higher than

the fair value by $28 million At December 31 2011 the carrying value of

precious metals was higher than the fair market value by $304 million In

both reporting periods the undiscounted cash flow test shows that these

precious metal assets primarily in the Display Technologies segment are

recoverable as part of their asset groupings The potential for impairment

exists in the future if negative events significantly decrease the cash flow

of our segments Such events include but are not limited to significant

decrease in demand for products or significant decrease in profitability

in our Display Technologies or Specialty Materials segments

The Specialty Materials segment recorded an impairment charge in the

fourth quarter of 2011 in the amount of $130 million related to certain

assets used in the production of large cover glass due to sales that were

significantly below our expectations In the fourth quarter of 2012 after

reassessing the large cover glass business Corning concluded that the

large cover glass market was developing differently in 2012 than our

expectations and demand for larger-sized cover glass was declining and

the market for this type of glass was instead targeting smaller gen.size

products Additionally in the fourth quarter of 2012 our primary customer

of large cover glass notified Corning of its decision to exit from this display

market Based on these events we recorded an additional impairment

charge in the fourth quarter of 2012 in the amount of $44 million before

tax This impairment charge represents write-down of assets specific

to the glass-strengthening process for large size cover glass to their fair

market values and includes machinery and equipment used in the ion

exchange process Additional information on the asset impairment is

found in Note Restructuring Impairment and Other Charges Credits

Note Property Net of Accumulated Depreciation and Note 16 Fair

Value Measurements to the Consolidated Financial Statements

Impairment of Goodwill

We are required to make certain subjective and complex judgments in

assessing whether an event of impairment of goodwill has occurred

including assumptions and estimates used to determine thelair value

of our reporting units

Cornings goodwill relates primarily to the Telecommunications Specialty

Materials and Life Sciences operating segments On quarterly basis

management performs qualitative
assessment of factors in each reporting

unit to determine whether there have been any triggering events The

two-step impairment test is required only ifwe conclude that it is more

likely
than not that reporting units fair value is less than its carrying

amount We perform detailed two-step process every three years if no

indicators suggest test should be performed in the interim We use this

calculation as quantitative validation of the step-zero qualitative process

that is performed during the intervening periods and does not represent an

election to perform the two-step process in place of the step-zero review

The following summarizes our qualitative process to assess our goodwill

balances for impairment

We assess qualitative factors in each of our reporting units which carry

goodwill to determine whether it is necessary to perform the first step

of the two-step quantitative goodwill impairment test

The following events and circumstances are considered when evaluating

whether it is more likely than not that the fair value of reporting unit

is less than its carrying amount

Macroeconomic conditions such as deterioration in general economic

conditions fluctuations in foreign exchange rates and/or other

developments in equity and credit markets

Market capital in relation to book value

Industry and market considerations such as deterioration in the

environment in which an entity operates material loss in market

share and significant declines in product pricing

Cost factors such as an increase in raw materials labor or other costs

Overall financial performance such as negative or declining cash

flows or decline in actual or forecasted revenue

Other relevant entity-specific events such as material changes in

management or key personnel and

Events affecting reporting unit such as change in the composition

or carrying amount of its net assets including acquisitions and

dispositions

The examples noted above are not all-inclusive and the Company shaH

consider other relevant events and circumstances that affect the fairvalue

of reporting unit in determining whether to perform the first step of

the goodwill impairment test

Our two step goodwill recoverability assessment is based on our annual

strategic planning process This process includes an extensive review of

expectations for the long-term growth of our businesses and forecasted

future cash flows Our valuation method is an income approach using

discounted cash flow model in which cash flows anticipated over

several periods plus terminal value at the end of that time horizon are

discounted to their present value using an appropriate rate of return Our

estimates are based upon our historical experience our current knowledge

from our dommercial relationships and available external information

about future trends

Telecommunications

Goodwill for the Telecommunications segment is tested at the reporting

unit level which is also the operating segment level

In addition to assessing qualitative factors each quarter we performed

quantitative goodwill recoverabilitytest in 2012 for this reporting unit The

results of our impairmenttest indicated thatthefairvalue ofthe reporting

unit exceeded its book value by significant amount discount rate of

was used in 2012 We determined range of discount rates between

7% and ii% would not have affected our conclusion

Specialty Materials

Goodwill for the Specialty Materials segment is tested at the reporting

unit level which is one level below an operating segment as goodwill is

the result of transactions associated with certain businesses within this

operating segment There is only one reporting unit with goodwill within

this operating segment

In addition to assessing qualitative factors each quarter we performed

quantitative goodwill recoverabilitytest in 2012 forthis reporting unit

The results of our impairment test indicated that the fair value of the

reporting unit exceesied its book value by significant amount discount

rate of 8% was used in 2012 We determined range of discount rates

between 6% and io% would not have affected our conclusion Additionally

the asset impairment which occurred in the fourth quarter of 2012 did

not cause triggering event for goodwill impairment in this reporting

unit because the cash flow related to this lower level asset group is not

material to this reporting unit
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Life Sciences

Goodwill for the Life Sciences segment is tested at the reporting unit level

which is also the operating segment level

In addition to assessing qualitative factors each quarter we performed

quantitative goodwill recoverabilitytest in 2012 for this reporting unit The

results of our impairmenttest indicated that the fair value of the reporting

unit exceeded its book value by significant amount discount rate of

7% was used i.n 2012 We determined range of discount rates between

and 9% would not have affected our conclusion

Restructuring charges and impairments

resulting from restructuring actions

We are required to assess whether and when restructuring event has

occurred and in which periods charges related to such events should be

recognized We must estimate costs of plans to restructure including

for example employee termination costs Restructuring charges require

us to exercise judgment about the expected future of our businesses of

portions thereof their profitability cash flows and in certain instances

eventual outcome Thejudgment involved can be difficult subjective and

complex in number of areas including assumptions and estimates used

in estimating the future profitability and cash flows of our businesses

Restructuring events often give rise to decisions to dispose ofor abandon

certain assets or asset groups which as result require impairment We
are required to carry assets to be sold or abandoned at the lower of cost

or fair value We must exercise judgment in assessing the fair value of

the assets to be sold or abandoned

Income taxes

We are required to exercise judgment about ourfuture results in assessing

the realizability
of our deferred tax assets Inherent in this estimation

process is the requirement for us to estimate future book and taxable

income and possible tax planning strategies These estimates require us

to exercise judgment about our future results the prudence and feasibility

of possible tax planning strategies and the economic environments in

which we do business It is possible that actual results will differ from

assumptions and require adjustments to allowances

Equity method investments

At December 31 2012 and 2011 the carrying value of our equity method

investments was $.g billion and $4.7 billion respectively with our two

largest equity method investments comprising approximately 92% of

the balance We review our equity method investments for indicators of

impairment on periodic basis or if an event or circumstances change to

indicate the carrying amount may be other-than-temporarily impaired

When such indicators are present we then perform an in-depth review for

impairment An impairment assessment requires the exercise ofjudgment

related to key assumptions such as forecasted revenue and profitability

forecasted tax rates foreign currency exchange rate movements terminal

value assumptions historical experience our current knowledge from

our commercial relationships and available external information about

futuretrends

As of December 31 2012 and 2011 we have not identified any instances

where the carrying values of our equity method investments were not

recoverable

Fair value measures

As required Corning uses two kinds of inputs to determine the fair value

of assets and liabilities observable and unobservable Observable inputs

are based on market data or independent sources while unobservable

inputs are based on the Companys own market assumptions Once inputs

have been characterized we prioritize
the inputs used to measure fair

value into one of three broad levels Characterization of fair value inputs

is required for those accounting pronouncements that prescribe or permit

fair value measurment In addition observable market data must be used

when available and the highest-and-best-use measure should be applied

to non-financial assets Cornings major categories of financial assets and

liabilities required to be measured at fairvalue are short-term and long-

term investments certain pension asset investments and derivatives

These categories use observable inputs only and are measured using

market approach based on quoted prices in markets considered active

or in markets in which there are few transactions

Derivative assets and liabilities may include interest rate swaps and forward

exchange contracts that are measured using observable quoted prices

for similar assets and liabilities In arriving atthefairvalue of Cornings

derivative assets and liabilities we have considered the appropriate

valuation and risk criteria including such factors as credit risk ofthe relevant

party to the transaction Amounts related to credit risk are not material

The Level assets measured with unobservable inputs relate to certain

pension asset investments and all long-lived assets fair valued on

nonrecurring basis related to the ion exchange process for the production

of large cover glass resulting in an impairment charge of million

Refer to Note i6 Fair Value Measurements of the Consolidated Financial

Statements for further detail

Probability of litigation outcomes

We are required to makejudgments about future events that are inherently

uncertain In making determinations of
likely

outcomes of litigation

matters we considerthe evaluation of legal counsel knowledgeable about

each matter case law and other case-specific issues See Part II Item

Legal Proceedings for discussion of the material
litigation matters

we face The most significant matter involving judgment is the
liability

for asbestos litigation There are number of factors bearing upon our

potential liability including the inherent complexity ofa Chapter 11 filing

our history of success in defending asbestos claims our assessment of

the strength of our corporate veil defenses and our continuing dialogue

with our insurance carriers and the claimants representatives The

proposed asbestos resolutionAmended PCC Plan is subjectto number

of contingencies The approval of the Amended PCC Plan by the Bankruptcy

Court is not certain and faces objections by some parties Any approval

of the Amended PCC Plan by the Bankruptcy Court is subject to appeal

For these and other reasons Cornings liability for these asbestos matters

may be subject to changes in subsequent quarters The estimate of the

cost of resolving the non-PCC asbestos claims may also be subject to

change as developments occur Management continues to believe that

the likelihood of the uncertainties surrounding these proceedingscausing

material adverse impact to Cornings financial statements is remote

Other possible liabilities

We are required to make judgments about future events that are inherently

uncertain In making determinations of likely outcomes of certain matters

including certain tax planning and environmental matters these judgments

require us to consider events and actions that are outside our control in

determining whether probable or possible liabilities require accrual or

disclosure It is possible that actual results will differ from assumptions

and require adjustments to accruals

Pension and other postretirement employee
benefits OPEB
Pension and OPEB costs and obligations are dependent on assumptions

used in calculating such amounts These assumptions include discount

rates health care cost trend rates benefits earned interest cost expected
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return on plan assets mortality rates and other factors Actual results

that differ from the assumptions are accumulated and amortized over

future periods and therefore generally affect recognized expense and the

recorded obligation in future periods While management believes that

the assumptions used are appropriate differences in actual experience

or changes in assumptions may affect Cornings employee pension and

othŁr postretirement obfigatidnsnd future expense

As of December 31 2012 the Projected Benefit Obligation PBO for U.S

pension plans was $3198 million

The following information illustrates the sensitivity to change in certain assumptions for U.S pension plans

Effect on 2013 Effecton

Change in assumption pre-tax pensionexpense December 31 2012 PBO

25 basis point decrease in discount rate
riMilion g4rmimon

25 basis point increase in discount rate
-6 million -91 million

25 basis point decrease In expected return on assets million

25 basis point increase in expected return on assets
million

The above sensitivities reflect the impact of changing one assumption at In addition at December 31 2012 25 basis point decrease in the discount

time Note that economic factors and conditions often affect multiple rate would decrease stockholders equity by $122 million before tax and

assumptions simultaneously and the effects of changes in key assumptions 25 basis point increase in the discount rate would increase stockholders

are not necessarily linear These changes in assumptions would have no equity by $119 million In addition the impact of greater than 25 basis

effect on Cornings funding requirements point decrease in discount rate would not be proportional to the first 25

basis point decrease in the discount rate

The following table illustrates the sensitivity to change in the discount rate assumption related to Cornings U.S OPEB plans

Effect on 2013 Effect on

Change in assumption pre-tax OPEB expense
December 31 2012 APBO

25 basis point decrease in discount rate million 28 nffl1oi

25 basis point increase in discount rate
-2 million -28 million

Accumulated Postreti rement Benefit Obligation APBO

The above sensitivities reflect the impact of changing one assumption at time Note that economic factors and conditions often affect multiple

assumptions simultaneously and the effects of changes in key assumptions are not necessarily linear

Revenue recognition

The Company recognizes revenue when it is realized or realizable and

earned In certain instances revenue recognition is based on estimates

of fair value of deliverables as well as estimates of product returns

allowances discounts and other factors These estimates are supported

by historical data While management believes that the estimates used

are appropriate differences in actual experience or changes in estimates

may affect Cornings future results

New Accounting Standards

Share-Based Compensation

Share-based compensation cost is measured at the grant date based on

the fair value of the award and is recognized as expense over the requisite

service period Determining the fair value of stock-based awards at the

grant date requires judgment including estimating expected dividends

In additionjudgment is also required in estimating the amount of share

based awards that are expected to be forfeited If actual results differ

significantly from these eStimates share-based compensation expense

and our results of operations could be impacted

Refer to Note Summary of Significant Accounting Policies to the Consolidated Financial Statements
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Quantitative and Qualitative Disclosures About Market Risks

We operate and conduct business in manyforeign countries and as result are

exposed to movements in foreign currency exchange rates Our exposure to

exchange rates has the following effects

Exchange rate movements on financial instruments and transactions

denominated in foreign currencies that impact earnings and

Exchange rate movements upon conversion of net assets and net income

of foreign subsidiaries for which the functional currency is not the U.S

dollar which impact our net equity

We have foreign currency exposure to many currencies includingthe Japanese

yen Euro New Taiwan dollar and Korean won We selectively enter into

foreign exchange forward contracts with durations generally 18 months or

less to hedge our exposure to exchange rate risk on foreign source income

and purchases These hedges are scheduled to mature coincident with the

timing of the underlying foreign currency commitments and transactions

The objective of these contracts is to reduce the impact of exchange rate

movements on our operating results We also enter into foreign exchange
forward contracts when situations arise where our foreign subsidiaries or

Corning enter into lending situations generally on an intercompany basis

denominated in currencies other than their local currency We do not hold

or issue derivative financial instruments for trading purposes Corning uses

derivative instruments forwards to limit the exposure toforeign currency

fluctuations associated with certain monetary assets and liabilities These

derivative instruments are not designated as hedging instruments for

accounting purposes and as such are referred to as undesignated hedges

Changes in the fair value of undesignated hedges along with foreign currency

gains and losses
arising

from the underlying monetary assets or liabilities are

recorded in current period earnings in Other income net in the consolidated

statements of income

Equity in earnings of affiliated companies has
historically contributed

significant amount to our income from continuing operations Equity in

earnings of affiliated companies net of impairments were $810 million

and $1.5 billion in 2012 and 2011 respectively with foreign-based affiliates

comprising over 89% ofthis amount in 2012 Equity earnings from Samsung

Corning Precision Materials totaled $699 million for 2012 and $i.o billion for

Interest Rate Risk Management
It is our policy to conservatively manage our exposure to changes in interest

rates At December 31 2012 our consolidated debt
portfolio

contained less

than i% of variable rate instruments In the fourth quarter of 2012 we entered

into two interest rate swaps that are designated as fair value hedges and

2011 Exchange rate fluctuations and actions taken by management of these

entities can affect the earnings of these companies

We use
sensitivity analysis to assess the market risk associated with ourforeign

currency exchange risk Market risk is defined as the potential change in fair

value of assets and liabilities resulting from an adverse movement in foreigp

currency exchange rates At December 312012 with respectto open forward

contracts and foreign denominated debt with values exposed to exchange rate

movements 10% adverse movement in quoted foreign currency exchange
rates could result in loss in fair value ofthese instruments of $236 million

compared to $275 million at December 31 2011
Specific

to the Japaneseyen
io% adverse movement in quoted yen exchange rates could result in loss

in fairvalue of these instruments of $196 million compared to $241 million at

December 312011 Specific
to the Euro io% adverse movement in quoted

euro exchange rates could result in loss in fairvalue of these instruments

of $25 million compared to $23 million at December 31 2011

As we derive approximately 73% of our net sales from outside the U.S our sales

and net income could be affected ifthe U.S dollar
significantly strengthens or

weakens againstforeign currencies most notablytheiapaneseyen and Euro

Our forecasts generally assume exchange rates during 2013 remain constant

atJanuary 2013 levels As an example of impact changes in foreign currency

exchange rates could have on ourfinancial results we compare 2012 actual

sales in yen and Euro transaction currencies at an average currency exchange
rate during theyear to io% change in the currency exchange rate plus or

minus io% movement in the U.S dollar Japaneseyen exchange rate would

result in change to 2012 net sales of approximately $460 million plus or

minus 10% movement in the U.S dollar euro exchange rate would result

in change to 2012 net sales of approximately $93 million Using 2012 net

income attributable to Corning Incorporated as percentage of net sales

of 22% we can estimate that plus or minus 10% movement in the U.S

dollar Japanese yen exchange rate would result in change to 2012 net

income attributable to Corning Incorporated ofapproximately $g million

plus or minus io% movement in the U.S dollareuro exchange rate would

result in change to 2012 net income attributable to Corning Incorporated

of approximately $20 million

economically exchange notional amount of $550 million of previously

issued fixed rate long-term debt to floating rate debt Under the terms of the

swap agreements we pay the counterparty floating rate that is indexed

tothe one-month LIBOR rate
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ManagementsAnnual Report oninternal Control Over

Financial Reporting

Management is responsible for establishing and maintaining adequate disclosure controls and procedures and adequate internal control over financial

reporting for Corning Management is also responsible for the assessment of the effectiveness of disclosure controls and procedures and the effectiveness

of internal control over financial reporting

Disclosure controls and procedures mean controls and other procedures of an issuer that are designed to ensure that information required to be

disclosed by the issuer in the reports that it files or submits under the Exchange Act is recorded processed summarized and reported within the

time periods specified in the SECs rules and forms Cornings disclosure controls and procedures include without limitation controls and procedures

designed to ensure that information required to be disclosed by Corning in the reports that it files or submits under the Exchange Act is accumulated

and communicated to Cornings management including Cornings principal executive and principal financial officers or other persons performing

similar functions as appropriate to allow timely decisions regarding required disclosure

Cornings internal control over financial reporting is process designed to provide reasonable assurance regarding the reliability of financial reporting

and the preparation of financial statements for external purposes in accordance with accounting principles generally accepted in the United States of

America Cornings internal control over financial reporting includes those policies
and procedures that pertain to the maintenance of records that in

reasonable detail accurately and fairly reflect the transactions and dispositions of Cornings assets ii provide reasonable assurance that transactions

are recorded as necessary to permit preparation of financial statements in accordance with accounting principles generally accepted in the United

States of America and that Cornings receipts and expenditures are being made only in accordance with authorizations of Cornings management and

directors and iii provide reasonable assurance regarding prevention ortimely detection of unauthorized acquisition use or disposition of Cornings

assets that could have material effect on the financial statements Because of its inherent limitations internal control over financial reporting may

not prevent or detect misstatements Also projections of any evaluation of effectiveness to future periods are subject to the risk that controls may

become inadequate because of changes in conditions or that the degree of compliance with the policies and.procedures may deteriorate

Management conducted an evaluation of the effectiveness of the system of internal control over financial reporting based on the framework in Internal

Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission Managements assessment of

internal control over financial reporting includes controls over recognition of equity earnings and equity investments by Corning Internal control

over financial reporting for SCP and DCC is the responsibility of SCP and DCC management Based on this evaluation management concluded that

Cornings internal control over financial reporting was effective as of December 31 2012 The effectiveness pf Cornings internal control over financial

reporting as of December 31 2012 has been audited by PricewaterhouseCoopers LLP an independent registered public accounting firm as stated in

their report which is included herein

2- 74
Wend eli Weeks James Flaws

Chairman Chief Executive Officer and President Vice Chairman and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm

PricewaterhouseCoopers LLP

To the Board of Directors and Shareholders of Corning Incorporated

In our opinion the consolidated financial statements listed in the accompanying index present fairly in all material respects the financial position of

Corning Incorporated and its subsidiaries at December 31 2012 and 2011 and the results of their operations and their cash flows for each of the three

years in the period ended December 31 2012 in conformity with accounting principles generally accepted in the United States of America In addition in

our opinion the financial statement schedule listed in the accompanying index presents fairly in all material respects the information set forth therein

when read in conjunction with the related consolidated financial statements Also in our opinion the Company maintained in all material respects

effective internal control over financial reporting as of December 31 2012 based on criteria established in Internal Control Integrated Framework

issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO The Companys management is responsible for these

financial statements and financial statement schedule for maintaining effective internal control over financial reporting andfor its assessment of

the effectiveness of internal control over financial reporting included in Managements Annual Report on internal Control Over Financial Reporting

appearing under Item 9A Our responsibility is to express opinions on these financial statements on the financial statement schedule and on the

Companys internal control over financial reporting based on our integrated audits We conducted our audits in accordance with the standards of

the Public Company Accounting Oversight Board United States Those standards require that we plan and perform the audits to obtain reasvnabie

assurance about whether the financial statements are free of material misstatement and whether effective internal control over financial reporting

was maintained in all material repeds Our audits of the financial statements included examining on test basis evidence supportlngthe amounts

and disclosures in the financial statements assessing the accounting principles used and significant estimates made by management and evaluating

the overall financial statement presentation Our audit of internal control over financial reporting included obtaining an understanding of internal

control overfinancial reporting assessing the risk that material weakness exists and testing and evaluating the design and operating effectiveness of

internal control based on the assessed risk Our audits also included performing such other procedures as we considered necessary in the circurnstances

We believe that our audits provide reasonable basis for our opinions

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the
reliability of financial

reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles companys

internal control over financial reporting includes those policies and procedures that pertain to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and dispositions of the assets of the company ii provide reasonable assurance that transactions are

recorded as necessary to permit prepa ration of financial statements in accordance with generally accepted accounting principies and that receipts and

expenditures of the company are being made only in accordance with authorizations of management and directors of the company and iii provide

reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys assets that could have

material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also projections of any evaluation

of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions or that the degree of

compliance with the poiicie or procedures may deteriorate

New York New York

February 13 2013
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Consolidated Statements of Income

Corning Incorporated and Subsidiary Companies

In millions except pershare amounts 2012 2011 2010

Net sales 8012 -7890 6632

Cost of sales 4615 4324 3583

Gross margin 3.397 3566 3049

Operating expenses

Selling general and administratve expenses 1165 1033 1015

Research development and engineering expenses 745 671 603

Amortization of purchased intangibles 19 15

Restructuring impairment and other charges credits Note 133 129 329
Asbestos litigation charge credit Note 14 24 49

Operating income 1321 1694 1801

Equity in earnings of affiliated companies Note 810 1471 1958

Interest income 14 19 11

Interest expense 111 89 109

Other income net 83 118 184

Income before income taxes 2117 3213 3845

Provision for income taxes Note 389 408 287

Net income attributable to Corning Incorporated 1728 2805 3558

Earnings per common share attributable to Corning Incorporated

Basic Note 18 1.16 1.80 2.28

Diluted Note 18 1.15 1.77 2.25

Dividends declared per common share 0.32 0.23 0.20

The accompanying notes are an integral part of these consolidated financial statements

Years ended December 31
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Consolidated Statements of Comprehensive Income

Corning Incorporated and Subsidiary Companies

Years ended December 31

In millions except per share am9untsj
2012 2011 2010

Net income attributable to Corning Incorporated 1728 2805 3558

Other comprehensive income before tax

Foreign currency translation adjustments and other

Adjustments arising duringthe period
439 144 399

Less reclassification adjustment for amounts included in net income 52

Equity investees foreign currency translation adjustment
312 168 167

Net unrealized gains losses on investments

Unrealized holding gain loss arising during the period
17 15

Less reclassification adjustment for amounts included in net income 10

Equity investees unrealized gain loss on investments

Unamortized losses aid prior service costs for postretirement benefit plans

Adjustments arising during the period 280 79 176

Less amortization of losses and
prior

service costs included in net income 89 97 68

Equity investees defined benefit plan adjustments
34 131 29

Net unrealized gains losses on designated hedges

Unrealized holding gain loss arising during the period 100 61 65

Less reclassification adjustment_for amounts included in net income 28 54

Equity investees unrealized gain loss on designated hedges

Other comprehensive income before tax 246 139 401

Income tax benefit related to items of other comprehensive income 35 43

Other comprehensive Ios income pet of tax _211 132 444

Comprehensive income attributable to Corning Incorpotated 1517 2673 4002

The accompanying notes are an integral part of these consolidated financial statements
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Consolidated Balance Sheets

Corning Incorporated and Subsidiary Companies

In millions except share and share amounts 2012 2011

Assets

Current assets

Cash and cash equivalents 4988 4661

Short-term investments at fair value Note 1156 1164

Total cash cash equivalents and short-term investments 6144 5825

Trade accounts receivable net of doubtful accounts and allowances $26 and $19 1302 1082

tnventories Note 1051 975

Deferred income taxes Note 579 448

Othercurrent assets 619 347

Total current assets 9695 8677

Investments Note 4915 4726

Property net of accumulated depreciation $7652 and $7204 Note 10625 10671

Goodwill and other intangible assets net Note 10 1496 926

Deferred income taxes Note 2343 2652

Other assets 301 196

Total Assets 29375 27848

Liabilities and Equity

Current liabilities

Current portion of long-term debt Note 12 76 27

Accounts payable 779 977

Other accrued liabilities Note 11 and 14 101

Total current liabilities 1956 2097

Long-term debt Note 12 3382 2364

Postretirement benefits other than pensions Note 13 930 897

Other liabilities Note 11 and 14 574 361

Total liabilities 7842 6719

Commitments and contingencies Note 14

Shareholders equity Note 17

Common stock Par value $050 per share shares authorized 38 billion

Shares issued 649 million and 636 million 825 818

Additional paid-in capital 13146 13041

Retained earnings 10588 9332

Treasury stock at cost shares held 179 million and 121 million 2773 2024
Accumulated other comprehensive loss 300 89

Total Corning Incorporated shareholders equity 21486 21078

Noncontrolling interests 47

Total equity 21533 21129

Total Liabilities and Equity 29 375 27848

The accompanying notes are an integral part of these consolidated financial statements

December 31
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Consolidated Statements of Cash Flows

Corning Incorporated and Subsidiary Companies

Years ended December 31

In millions

Cash Flows from Operating Activities

Net income

978 942 846

19 15

133 129 329

26 34

70 86 92

280 651 246

68 115 68

15 16 66
66 259

36 132 265

272 84 162

23 201 160

81 20 42

189 27 192

__________________________________________________________________________
70 j102 32

3.206 3189
____________

3835

1801 2432 1007

723 215 63

2012 2011 2010

1728 2805 3558

Adjustments to reconcile net income to net cash provided by operating activities

Depreciation

Amortization of purchased intangibles

Restructuring impairment and other charges credits

Loss on retirement of debt

Stock compensation charges

Undistributed earnings of affiliated companies less than in excess of dividends

received

Deferred tax provision

Restructuring payments

Cash received from settlement of insurance claims

Employee benefit payments less than in excess of expense

Changes in certain working capital items

.Trade accounts receivable

Inventories

Other current assets

Accounts payable and other current liabilities

Other net

Net cash provided by operating activities

Cash Flows from Investing Activities

Capital expenditures

Acquisitions of businesses net of cash received

Net proceeds from sale or disposal of assets

Investment in affiliates 111

Short-term investments acquisitions 2270 2582 2768

Short-term investments liquidations 2269 3171 2061

Other net

rtcash used In investing activities 2628 2056 1769

Cash Flows from Financing Activities

Net repayments of short-term borrowings and current portion of long-term debt 26 24 75

Proceeds from issuanceof long-term debt net 1362 120 689

Payment to settle interest rate swap agreements 18

Retirements of long-term debt net 280 364

Principal payments under capital lease obligations 32

Proceeds from issuance of common stock net 15

poceedsfromtheexerckseofstockoptions 38 90 55

Repurchases of common stock for treasury 720 780

Dividends paid 472 354 313

Other net

Net cash used in financing activities 115 980

Effect of exchange rates on cash 136 90

Net increase in cash and cash equivalents
327 63 2057

Cash and cash equivalents at beginning of year 4661 4598 2541

Cash and cash equivalents at end of year 4988 4661 4598

The accompanying notes are an integral part of these consolidated financial statements

Certain amounts for
prior periods were reclassified to conform to the 2012 presentation
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Consolidated Statements of Changes in Shareholders Equity

Corning Incorporated and Subsidiary Companies

Net income 3558

Foreign currency translation

adjustment and other

Net unrealized gain

on investments

Net unrealized loss

on designated hedges

Net change in unrecognized

postretirement benefit plans

Total comprehensive income

Shares issued to benefit plans

and for option exercises 141

Dividends on shares 313

Other net 17

Balance December 31 2010 813 12865 6881

Net income 2805

Foreign currency translation

adjustment and other

Net unrealized gain

on investments

Net unrealized loss

on designated hedges

Net change in unrecognized

postretirement benefit plans

Total comprehensive income

Purchase of common stock

for treasury

Shares issued to benefit plans

and for option exercises 176

Net income

Foreign currency translation

adjustment and other

Net unrealized gain

on investments

Net unrealized gain

on designated hedges

Net change in unrecognized

postretirement benefit plans

Total comprehensive income

Purchase of common stock

for treasury

Shares issued to benefit plans

and for option exercises

Dividends on shares

Other net

31 2012

354

818 13041 9332

The accompanying notes are an integral part of these consolidated financial statements

In millions

Balance December 31 2009

Additional

Common paid-in Retained

stock capital earnings

808 12707 3636

Accumulated Total Corning

other Incorporated Non-

Treasury comprehensiVe shareholders controlling

stock income loss equity interests Total

1207 401 15543 52 15595

3558 3556

566 S66 567

24 24 24

104 104 104

4002 40Q1

146 146

313 313

20

1227 43 19375 51

2805 2802

21k 21 18

109 109 109

2673 2673

Dividends on shares

Other net

Balance December 31 2011

779 779 779

174 174

354 354

11 11 11

2024 89 21078 51 21129

1728 1728 1723

179 178

13 13 13

47 47 47

92 92 92

179

105

472

1517 1513

719 719 719

111

472

29 29
825 13146 10588 2773 300 21486 47 21533

111

472

29
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Notes to Consolidated Financial Statements

Corning Incorporated and Subsidiary Companies

Summary of Significant Accounting Policies

Organization

Corning Incorporated is provider of high-performance glass for notebook

computers flat panel desktop monitors LCD televisions and other

information display applications optical fiber and cable and hardware

and equipment products for the telecommunications industry ceramic

substrates for gasoline and diesel engines in automotive and heavy duty

vehicle markets laboratory products for the scientific community and

specialized polymer products for biotechnology applications advanced

optical materials for the semiconductor industry and the scientific

community and other technologies In these notes the terms Corning

Company we us or our mean Corning Incorporated and subsidiary

companies

Basis of Presentation and Principles of

Consolidation

Our consolidated financial statements were prepared in conformity with

generally accepted accounting principles
in the U.S and include the assets

liabilities revenues and expenses of all majority-owned subsidiaries over

which Corning exercises control

The equity method of accounting is used for investments in affiliated

companies that are not controlled by Corning and in which our interest

is generally between 20% and 50% and we have significant influence over

the entity Our share of earnings or losses of affiliated companies in which

at least 20% of the voting securities is owned and we have significant

influence but not control over the entity is included in consolidated

operating results

We use the cost method to account for our investments in companies

that we do not control and for which we do not have the
ability

to exercise

significant influence over operating and financial policies In accordance

with the cost method these investments are recorded at cost or fair

value as appropriate

Alt material intercompany accounts transactions and profits are eliminated

in consolidation

Other Income Expense Net

Certain prioryear amounts have been reclassified to conform to the

current-year presentation These reclassifications had no impact on our

results of operations financial position or changes in shareholders equity

Use of Estimates

The preparation of financial statements requires management to

make estimates and assumptions that affect amounts reported in the

consolidated financial statements and related notes Significant estimates

and assumptions in these consolidated financial statements include

estimates of fair value associated with revenue recognition restructuring

charges goodwill and long-lived asset impairment tests estimates of fair

value of investments equity interests environmental and
legal liabilities

income taxes and deferred tax valuation allowances assumptions used in

calculating pension and other postretirement employee benefit expenses

and the fair value of stock based compensation Due to the inherent

uncertainty involved in making estimates actual results reported in future

periods may be different from these estimates

Revenue Recognition

Revenue for sales of goods is recognized when firm sales agreement

is in place delivery has occurred and sales price is fixed or determinable

and collection is reasonably assured If customer acceptance of products

is not reasonably assured sales are recorded only upon formal customer

acceptance Sales of goods typically
do not include multiple product and/

or service elements

At the time revenue is recognized allowances are recorded with the

related reduction to revenue for estimated product returns allowances

and price discounts based upon historical experience nd related terms

of customer arrangements Where we have offered product warranties

we also establish liabilities for estimated warranty costs based upon

historical experience and
specific warranty provisions Warranty liabilities

are adjusted when experience indicates the expected outcome will differ

from initial estimates of the liability

Other income expense net in Cornings consolidated statements of income includes the following in millions

Years ended December 31

Royalty income from Samsung Corning Precision Materials decreased

significantly in 2012 when compared to 2011 reflecting decrease in the

applicable royalty rate coupled with decline in sales volume at Samsung

Corning Precision Materials In December 2011 the applicable royalty rate

was reduced for five-year period by approximately 50% compared to

the
prior

five years.

2012 2011 2010

Royalty income from Samsung Corning Precision Materials 83 219 26S

Foreign currency transaction and hedge gains losses net 43 22

Loss on retirement of debt 26 30

Net loss attributable to noncontrolling interests

Other net 13 61 31

Total 83 118 184
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Notes to Consolidated Financial Statements

Research and Development Costs

Research and development costs are charged to expense as incurred

Research and development costs totaled $635 million in 2012 $563 million

in 2011 and $491 million in 2010

Foreign Currency Translation and Transactions

The determination of the functional currency for Cornings foreign

subsidiaries is made based on the appropriate economic factors For

most foreign operations the local currencies are generally considered

to be the functional currencies Cornings most significant exception is

our Taiwanese subsidiary which uses the Japanese yen as its functional

currency For all transactions denominated in currency other than

subsidiarys functional currency exchange rate gains and losses are

included in income for the period in which the exchange rates changed

Foreign subsidiaryfunctional currency balance sheet accounts are

translated at current exchange rates and statement of operations

accounts are translated at average exchange rates for the year Translation

gains and losses are recorded as separate component of accumulated

other comprehensive income loss in shareholders equity The effects

of remeasuring non-functional currency assets and liabilities into the

functional currency are included in current earnings except for those

related to intra-entity foreign currency transactions of long-term

investment nature which are recorded together with translation gains

and losses in other comprehensive income loss in shareholders equity

Upon sale or substantially complete liquidation ofan investment in

Supplemental disclosure of cash flow information follows in millions

foreign entity the amount of net translation gains or losses that have

been accumulated in other comprehensive income loss attributable to

that investment are reported as gain or loss for the period in which the

sale or liquidation occurs

Stock-Based Compensation

Cornings stock-based compensation programs include employee stock

option gra nts time-based restricted stock awards time-based restricted

stock units performance based restricted stock awards and performance-

based restricted stock units as more fully
described in Note

19 Share-based

Compensation to the Consolidated Financial Statements

The cost of stock-based compensation awards is equal to the fair value of

the award at the date of grant and compensation expense is recognized

for those awards earned over the vesting period Corning estimates the fair

value of stock based awards using multiple-point Black-Scholes option

valuation model which incorporates assumptions including expected

volatility dividend yield risk-free rte expected term and departure rates

Cash and Cash Equivalents

Cash equivalents consist of highly liquid investments that are readily

convertible into cash We consider securities with contractual maturities

of three months or less when purchased to be cash equivalents The

carrying amount of these securities approximates fair value because of

the short-term maturity of these instruments

Years ended December 31

2012 2011 2010

Non-cash transactions

Issued credit memoranda for settlement of customer receivables111 28 83

Accrualsfor capital expenditures 240 472 382

Cash paid for interest and income taxes

Interest121 178 140 125

Income taxes net of refunds received 355 215 170

Amounts represent credits applied to customer receivable balances for customers that made advance cash deposits under long-term purchase

and supply agreements

Included in this amount are approximately $74 million $46 million and $20 million of interest costs that were capitalized as part of property

net in 2012 2011 and 2010 respectively

Short-Term Investments

Our short-term investments consist of available-for-sale securities that

are stated at fair value Consistent with Cornings cash investment policy

our short-term investments consist primarily of fixed-income securities

Preservation of principal is the primary principle of our cash investment

policy that is carried out by limiting interest rate reinvestment security

quality and event risk Our investments are generally liquid
and all are

investment grade quality The portfolio is invested predominantly in U.S

Treasury securities and high quality short term government security money

market funds Unrealized gains and losses net of tax are computed on

specific identification basis and are reported as separate component of

accumulated other comprehensive loss in shareholders equity until reaIizd

Realized gains and losses are recorded in other income expense net

Allowance for Doubtful Accounts

The Companys allowance for doubtful accounts is determihed based

on variety of factors that affect the potential collectability of the

related receivables including length of time receivables are past due

customer credit ratings financial stability of customers specific one-

time events and past customer history In addition in circumstances

where the Company is made aware of specific customers inability to

meet its financial obligations specific allowance is established The

majority of accounts are individually evaluated on regular basis and

appropriate reserves are established as deemed appropriate based on the

above criteria The remainder of the reserve is based on managements

estimates and takes into consideration the length of time receivables

are past due historical trends market conditions and the composition

of the Companys customer base

Environmental Liabilities

The Company accrues for its environmental investigation remediation

operating and maintenance costs when it is probable that
liability

has been incurred and the amount can be reasonably estimated For

environmental matters the most likely cost to be incurred is accrued based

on an evaluation of currently available facts with respect to each individual

site current laws and regulations and prior remediation experience For

sites with multiple potential responsible parties the Company considers
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Notes to Consolidated Financial Statements

its
likely proportionate share of the anticipated remediation costs and

the ability of the other parties to fulfill their obligations in establishing

provision for those costs Where no amount within range of estimates

is more likely
to occur than another the minimum amount is accrued

When future liabilities are determined to be reimbursable by insurance

coverage an accrual is recorded for the potential liability
and receivable

is recorded related to the insurance reimbursement when reimbursement

is
virtually

certain

The uncertain nature inherent in such remediation and the possibility

that initial estimates may not reflect the final outcome could result in

additional costs being recognized by the Company in future periods

Inventories

Inventories are stated at the lower of cost first-in first-out basis or market

Property Net of Accumulated Depreciation

Land buildings and equipment including precious metals are recorded

at cost Depreciation is based on estimated useful Iivs of properties using

the straight-line method Except as described in Note Restructuring

Impairment and Other Charges Credits to the Consolidated Financial

Statements related to accelerated depreciation arising from restructuring

programs and Note Property Net of Accumulated Depreciation of the

Consolidated Financial Statements related to the depletion of precious

metals the estimated useful lives range from io to 40 years for buildings

and to 20 years for equipment

Included in the subcategory of equipment are the following types of assets

excluding precious metals

Assettype Range of useful life

Computerharaware and oftware to years

Manufacturing equipment

Furniture and fixtures to 10 years

Transportation equipment to 20 years

Manufacturing equipment includes certain components of production

equipment that are constructed of precious metals These assets are not

depreciated because they have very low physical losses nd are repeatedly

reclaimed and reused in our manufacturing process over very long useful

life We treat the physical loss of precious metals in the manufacturing

and reclamation process as depletion and account forthese losses as

period expense based on actual units lost Precious metals are integral

to many of our glass production processes They are only acquired to

support our operations and are not held for trading or other purposes

Goodwill and Other Intangible Assets

Goodwill is the excess of cost of an acquired entity over the amounts

assigned to assets acquired and liabilities assumed in business

combination Goodwill relates to and is assigned directly to specific

reporting unit Reporting units are either operating segments or one level

below the operating segment Impairment testing for goodwill is done at

reporting unit level Goodwill is reviewed for indicators of impairment

quarterly or ifan event occurs or circumstances change that indicates that

the carrying amount may be impaired Corning also performs detailed

two-step process every three years if no indicators suggest test should be

performed in the interim We use this calculation as quantitati\ie
validation

of the step-zero qualitative process this process does not represent an

election to perform the two-step process in place of the step-zero review

The qualitative process includes an extensive review of expectations

for the long-term growth of our businesses and forecasting future cash

flows lfwe are required to perform the two-step impairment analysis

ourvaluation method is an income approach using discounted cash

flow model in which cash flows anticipated over several periods plus

terminal value at the end of that time horizon are discounted to their

present value using an appropriate rate of return Our estimates are based

upon our historical experience our current knowledge from our commercial

relationships and available external information about future trends If

the fair value is less than the carrying value loss is recorded to reflect

the difference between the fair value and carrying value

Other intangible assets include patents trademarks and other intangible

assets acquired from an independent party Such intangible assets have

definite life and are amortized on straight-line basis over estimated

useful lives ranging from 4to 50 years

Impairment of Long-Lived Assets

We review the recoverability of our long-lived assets such as plant and

equipment and intangible assets when events or changes in circumstances

occur that indicate that the carrying value of the asset or asset group

may not be recoverable When impairment indicators are present we

compare estimated undiscounted future cash flows including the eventual

disposition of the asset group at market value to the assets carrying

value to determine if the asset group is recoverable For an asset group
that fails the test of recoverability the estimated fair value of long-lived

assets is determined using an income approach that starts with the

forecast of all the expected future net cash flows including the eventual

disposition at market value of long-lived assets and also considers the

fair market value of all precious metals We assess the recoverability

of the carrying value of long-lived assets at the lowest level for which

identifiable cash flows are largely independent of the cash flows of other

assets and liabilities If there is an impairment loss is recorded to reflect

the difference between the assets fair value and carrying value Refer to

Note Restructuring Impairment and Other Charges Credits to the

Consolidated Financial Statements for more detail

Shares of common stock repurchased by us are recorded at cost as treasury

stock and result in reduction of shareholders equity in the consolidated

balance sheets From time to time treasury shares may be reissued as

contributions to our employee benefit plans and for the retirement or

conversion of certain debt instruments When shares are reissued we use

an average cost method for determining cost The difference between

the cost of the shares and the reissuance price is added to or deducted

from additional paid-in capital

Income Taxes

The Company accounts for income taxes using the asset and liability

method Under this method deferred tax assets and liabilities are recognized

for the future tax consequences attributable to operating loss and tax

credit carry forwards and for differences between the carrying amounts

of existing assets and liabilities and their respective tax bases

The effective income tax rate reflects our assessment of the ultimate

outcome of tax audits In evaluating the tax benefits associated with

our various tax filing positions we record tax benefit for uncertain tax

positions using the highest cumulative tax benefit that is more likely
than

not to be realized Adjustments are made to our
liability

for unrecognized

tax benefits in the period in which we determine the issue is effectively

settled with the tax authorities the statute of limitations expires for the

return containing the tax position or when more information becomes

available Our
liability

for unrecognized tax benefits including accrued

penalties and interest is included in other accrued liabilities and other

long-term liabilities on our consolidated balance sheets and in income

tax expense in our consolidated statements of earnings

2tolsyears Treasury Stock
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Notes to Consolidated Financial Statements

Discrete events such as audit settlements or changes in tax laws are

recognized in the period in which they occur Valuation allowances are

established when management is unable to conclude that it is more

likely
than not that some portion or all of the deferred tax asset will

ultimately be realized

The Company is subject to income taxes in the United States and in

numerous foreign jurisdictions No provision is made for U.S income

taxes on the undistributed earnings of wholly-owned foreign subsidiaries

because substantially all such earnings are indefinitely
reinvested in those

companies Provision for the tax consequences of distributions if any

from consolidated foreign subsidiaries is recorded in the year in which

the earnings are no longer indefinitely reinvested in those subsidiaries

Equity Method Investments

Our equity method investments are reviewed for impairment on periodic

basis or ifan event occurs or circumstances change that indicate the carrying

amount may be impaired This assessment is based on review of the

equity investments performance and review of indicators of impairment

to determine if there is evidence ofa loss in value ofan equity investment

Factors we consider include

Absence of our ability to recover the carrying amount

Inability of the equity affiliate to sustain an earnings capacity which

would justify the carrying amount of the investment and

Significant litigation bankruptcy or other events that could impact

recoverability

For an equity investment with impairment indicators we measure fair

value on the basis of discounted cash flows or other appropriate valuation

methods depending on the nature of the company involved If it is

probable that we will not recover the carrying amount of our investment

the impairment is considered other-than-temporary and recorded in

earnings and the equity investment balance is reduced to its fair value

accordingly We require our equity method affiliates to provide audited

financial statements Consequently adjustments for asset recoverability

are included in equity earnings We also utilize these financial statements

in our recoverability assessment

Fair Value of Financial Instruments

Major categories of financial assets and liabilities including short-term

investments other assets and derivatives are measured at fair value on

recurring basis Certain assets and liabilities including long-lived assets

goodwill asset retirement obligations and cost and equity investments

are measured at fairvalue on nonrecurring basis

Fair value is the
price

that would be received from
selling

an asset or paid

totransfer liability in an orderly transaction between market participants

atthe measurement date When determining the fair value measurements

for assets and liabilities required to be recorded at fair value we consider

the principal or most advantageous market in which we would transact

and consider assumptions that market participants would use when

pricing the asset or liability such as inherent risk transfer restrictions

and risk of nonperformance

Derivative Instruments

We participate in variety of foreign exchange forward contracts and

foreign exchange option contracts entered into in connection with the

management of our exposure to fluctuations in foreign exchange rates

We also entered into interest rate forwards to reduce the risk of changes

in benchmark interest rate from the probable forecasted issuance of

debt These financial exposures are managed in accordance with corporate

policies and procedures

All derivatives are recorded at fair value on the balance sheet Changes in

the fair value of derivatives designated as cash flow hedges and hedges

of net investments in foreign operations are not recognized in current

operating çesults but are recorded in accumulated other comprehensive

income loss Amounts related to cash flow hedges are reclassified from

accumulated other comprehensive income loss when the underlying

hedged item impacts earnings This reclassification is recorded in the

same line item of the consolidated statement of operations as where

the effects of the hedged item are recorded typically sales royaltiesor

cost of sales Changes in the fair value of derivatives designated as fair

value hedges are recorded currently in earnings offset to the extent the

derivative was effective by the change in the fair value of the hedged

item Changes in the fair value of derivatives not designated as hedging

4nstrurnents are recorded-currently in earnings in the other income line

of the consolidated statement of operations

We have issued foreign currency denominated debt that has been

designated as hedge of the net investment in foreign operation The

effective portion of the changes in fair value of the debt is reflected as

component of other comprehensive income loss as part of the foreign

currency translation adjustment

New Accounting Standards

In July 2012 the FASB issued Accounting Stardards Update No 2012-03

Intangibles Goodwill and Other Topic 350 Testing Indefinitely-Lived

Intangible Assets for Impairment This update allows the option of

assessing qualitative factors to determine whether the existence of

events and circumstances indicates that it is more likely than not that

the indefinite-lived intangible asset is impaired An entity is required to

perform quantitative tests only in those cases where it is more likely
than

not that the indefinite-lived intangible asset is impaired The amendments

are effective for annual and interim impairment tests performed forfiscal

years beginning after September 15 2012 Corning adopted this standard

as of 2012 and determined that the amendments do not have material

impact on its consolidated results of operations and financial condition

In June 2011 the FASB issued new accounting standard requiring most

entities to present items of net income and other comprehensive income

either in one continuous statement referred to as the statement of

comprehensive income or in two separate but consecutive statements

of net income and comprehensive income The update does not change the

items that must be reported in other comprehensive income or when an item

of other comprehensive income must be reclassified to net income The new

standard included requirement to present reclassification adjustments

out of accumulated other comprehensive income by component on the

face of the financial statements In December 2011 the reclassification

requirement within the new standard was deferred until further guidance

is issued on this topic The new standard is effective for fiscal years and

interim periods within those years beginning after December 15 2011 and

was adopted by the Company on retrospective basis at the beginning

of its 2012 fiscal year
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Restructuring Impairment and Other Charges Credits

2012 Activity

In response to uncertain global economic conditions and the potential for

slower growth in many of our businesses in 2013 Corning implemented

corporate-wide restructuring plan in the fourth quarter of 2012 We recorded

charges of $89 million before tax which included costs for workforce

reductions asset write-offs and exit costs Total cash expenditures associated

with these actions are expected to be approximately $49 million Annualized

savings from these actions are estimated to be approximately $71 million

and will be reflected
largely

in selling general and administrative expenses

The Specialty Materials segment recorded an impairment charge in the

fourth quarter of 2011 in the amount of $130 million related to certain

assets used in the production of large cover glass due to sales that were

significantly below our expectations In the fourth quarter of 2012 after

reassessing the large cover glass business Corning concluded that the

large cover glass market was developing differently in 2012 than our

expectations demand for larger-sized cover glass was declining and

the market for this type of glasswas instead targeting smaller gen size

products Additionally in the fourth quarter of 2012 our primary customer

of large cover glass notified Corning of its decision to exit from this display

market Based on these events we recorded an additional impairment

charge in the fourth quarter of 2012 in the amount of million before

tax This impairment charge represents write-down of assets specific

to the glass-strengthening process for large size cover glass to their fair

market values and includes machinery and equipment used in the ion

exchange process

The following table summarizes the restructuring impairment and other charges credits as of and for the year ended December 31 2012 in millions

Employee.related

and other charges

21

Net

Charges

Reversals

The year-to-date cost of these plans for each of our reportable segments was as follows in millions

2011 Activity

During the fourth quarter of 2011 the Specialty Materials segment recorded

an impairment charge related to certain assets used in the ion exchange

process for the production of large cover glass Although sales of Corning

Gorilla Glass used in our large cover glass products increased in 2011

when compared to 2010 gross margins continue to be weak and sales

volumes were significantly below our expectations in 2011 and both sales

and margins are expected to be lower than forecasted in 2012 As result

certain assets located in Japan used in the ion exchange process for the

production of large cover glass were written down to estimated fair value

in the fourth quarter of 2011 and an impairment loss of $130 million was

recognized This asset group includes machinery and equipment used in the

ion exchange process and facilities dedicated to the ion exchange process

Reserve at

January 12012

Non cash Reserve at

adjtments Cash payments December 2012

Restructuring

Employee related costs 47 38

Other charges credits

Total restructuring activity
10 52 12 42

Impairment charges and disposal of long-lived assets

Assets to be held and used

Assets to be disposed of 37

Total asset impairment charges and disposals 81

Totai restructuring impairment

andotherchjrges 133

Cash payments for employee-related costs related to the 2012 corporate-wide restructuring plan are expected to be substantially completed in 2013

Cash payments for exit activities were substantially completed in 2012

Operating segment

Display Technologies

Telecommunications 39

Environmental Technologies

Specialty Materials 54

Life Sciences

Corporate and All Other 14

TotaL restructuving Impairment and other charges 33

ii
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The following table summarizes the restructuring impairment and other charges credits as of and for the year ended December 31 2011 in millions

chargesI Reserve at

reversals Cash navments December 2011

Restructuring

Employee related costs 15 12

Other charges credits 12

Total restructuring activity 27 16 10

Impairment of long lived asset

Assets to be held and used 130

Total impaIrment charges l0

Total restructuring impairment and other charges credits 129

Cash payments for employee-related costs related to the 2009 corporate-wide restructuring plan were substantially completed in 2011 Payments for

exit activities were substantially completed in 2012

2010 Activity

Corning recorded credits of $329 million in 2010 During 2009 we had two

events which impacted production at several of our LCD
glass manufacturing

facilities In August 2009 an earthquake halted production at our LCD

glass manufacturing facilities in Japan and in October 2009 production

at our facility inTaichungJaiwan was impacted by power disruption

In the fourth quarter of 2010 we recorded $324 million in other credits in

our Display segment as settlement of business interruption and property

damage insurance claims resulting from these events

The following table summarizes the restructuring and other charges credits as of and for the year ended December 31 2010 in millions

Reserve at

January 12010

Rtructuring

Reserve at January

2011

Net

Net

Non-cash

adjustments

Reserve at

December 31charges/

reversals Cash payments oio

Employee related costs 80 58 15

Other charges credits 20 12

Total restructuring activity 100 66 27

Other charges credits

Settlement of business interruption and

propertydamage insurance claims 324
Total impairment charges 324

Total restructuring impairment

and other charges 329

Available-for-Sale Investments

The following is summary of the fair value of available-for-sale securities in millions

Amortized cost December 31 Fair value December 31

2012 2011 2Q12 2011

Bonds notes and other securities

U.S government arid agencies 1153 1150 1156 1155

Otherdebtsecurities

Total short term investments 153 156 1156 1164

Asset backed securthes 51 57 40 35

Total long term investments 51 57 40 35

We do not intend to sell nor do we believe it is more likely than not that we would be required to sell the long-term investment asset-backed securities

which are collateralized by mortgages before recovery of their amortized cost basis It is possible that significant degradation in the delinquency or

foreclosure rates in the underlying assets could cause further temporary or other-than-temporary impairments in the future
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The following table summarizes the contractual maturities of available-for-sale securities at December 31 2012 in millions

Less than one year
821

Due in 15years
335

Due it%c1Oyaft

Due after 10 years
40

Total
1196

Included in the maturitytable IS $40 million of asset-based securities that mature over time and are being reported at their final maturity
dates

Unrealized gains and losses net of tax are computed on specific
identification basis and are reported as separate component of accumulated other

comprehensive loss in shareholders equity until realized

The following table provides the fair value and gross unrealized losses of the Companys investments and unrealized losses that are not deemed to be other-

than-temporarily impaired aggregated by investment category and length of time that individual securities have been in continuous unrealized loss position

at December 31 2012 and 2011 in millions

Number of

securities in

loss oosition

December 2012

Proceeds from sales and maturities of short-term investments totaled $2.3 billion $3.2 billion and $2.1 billion in 2012 2011 and 2010 respectively

significant Customers

For 2012 no customers met or exceeded io% of Cornings consolidated net sales For 2011 Cornings sales to Sharp Electronics Corporation customer

of our DisplayTechnologies segment represented io% ofthe Companys consolidated net sales For 2010 Cornings sales to AU Optronics Corporation

customer of our Display Technologies segment represented ii% of the Companys consolidated net sales

Inventories

Inventories comprise the following in millions

December 31

2012 2011

Finished goods
392 312

Work in process
168 199

Raw materials andcessO 271 sn 268

Suplies
and ackin materials 220 196

Total .. iosi

12 months or greater

Unrealized

losseslh

Total

Unrealized

lossesFairvalue Fairvalue

22 40 .5 11
Total long-term investments 22 40 11 40 11

Unrealized losses in securities less than 12 months were not significant

December 31 2011

Number of
12 months or greater Total

securities in Unrealized Unrealized

loss position pair value losses111 Fair value losses

Asset backed secur4tI 22 35 123 Th5
Total long-term investments 22 35 23 35 23

Unrealized losses in securities less than 12 months were not significant

As of December 31 2012 and oii for securities that have credit losses an other than temporary impairment loss of $9 million and $18 million

respectively is recognized in accumulated other comprehensive income
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Income Taxes

Income before income taxes follows in millions

Years ended December 31

2012 2011 2010

U.S companies 498 972 975

Non-U.S companies 1619 2241 2870

income before income taxes 2117 321 384

The current and deferred amounts of the provision benefit for income taxes follow in millions

Years ended December 31

2012 2011 2010

Current

Federal

State and municipal ..3
Foreign 322 289 218

Deferred

Federal 185 167

.Stateafltmunrcipal ... aj 14. .22

Foreign 109 66 53

Prbvisionbenefitforincometaxes 389

Amounts are reflected in the preceding tables based on the location of the taxing authorities

Reconciliation of the U.S statutory income tax rate to our effective tax rate for continuing operations follows

Years ended December 31

2012 2011 2010

0%- 0%

0.2

Statutory U.S income tax rate

State income tax benefit net of federal effect 0.1 0.1

Tax holidays 1.6 2.0 3.1

Investment and other tax credits12 1.0 0.7 0.9

Rate difference on foreign earnings 2.316 42 2.1

Equity earnings impact3 12.7 14.9 16.6

Dividend repatriation 0.4 O.81 67151

flw..

Deferred tax adjustment41 1.5

Valuation allowances 0.1 0.5 0.1

Other items net 0.5 0.3 0.2

Effective Income tax benefit rate 184% 1ZJ% 75%

Primarily related to subsidiary in Taiwan operating under tax holiday arrangements The nature and extent of such arrangements vary and

the benefits of existing arrangements phase out in futureyears through 2015 The impact of tax holidays on net income per share on diluted

basis was $0.02 in 2012 $0.04 in 2011 and $o.o8 in 2010

Primarily related to investment tax credits in Taiwan employment credits in Mexico and prioryear research and developmentcredits in U.S

Equity in earnings of nonconsolidated affiliates reported in the financials netof tax

In 2010 we recorded $6 million charge to write-off deferred tax associated with OPEB subsidy due to law change

In 2010 we recorded $265 million tax benefit for excess foreign tax credits that resulted from the repatriation of current year earnings of

certain foreign subsidiaries

$37 million tax expense recorded in 2012 will be reversed in the first quarter of 2213 as result of the retroactive application of the American

Taxpayer Relief Act enacted on January 32013

Includes benefit of amending 2006 U.S Federal return to claim foreign tax credits
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The following table details the tax benefit recognized in other comprehensive income

Years ended December 31

In millions 2012 2011 2010

Net unrealized gainsossesçn uivestments

Unrealized holding gain loss arising duringthe period

less reclassificatloadjustment for amounts included in net Income

Equity investees unrealized gain on investments

Umortized losses nd prior service costs for postretirement benefit plans

Adjustments arising during the period 100 30 58

Less amortization of losses and prior service costs included in net income 33 35 26

Equity investees defined benefit plan adjustments

Net unri1ized gains losses on designated hedges

Unrealized holding gain loss arising during the period 20 18

Less reclassification adjustment for amounts included in net income 21

Income tax benefit related to items of other comprehensive income 35 43

The tax effects of temporary differences and carryforwards that gave rise to
significant portions of the deferred tax assets and liabilities follows in millions

December

The recognition of windfall tax benefits from stock-based compensation

deducted on the tax return is prohibited until realized through reduction

of income tax payable Cumulative tax benefits totaling $300 million will

be recorded in additional paid-in-capital when the net operating loss and

credit carry
forwards are utilized and the windfall tax benefit can be realized

Deferred tax assets are to be reduced by valuation allowance if based on

the weight of available
positive

and negative evidence it is more likely than

not likelihood of greater than percent that some portion or all of the

deferred tax assets will not be realized Corning has valuation allowances

on certain shorter-lived deferred tax assets such as those represented by

2012 2011

Loss and tax credit carryforwards
923 Q39

Capitalized research and development
33 47

Asset impairments and restructuring reserves 168

Postretirement medical and life benefits 357 347

Inventory
23 44

Fixed assets 89 78

Other accrued liabilities 268 241

Other employee benefits 486 398

Gross deferred tax assets 3347 336

Valuation allowance 210 219

Total deferred tax assets 3137

Intangible and other assets 230 97

Total deferred tax liabilities 230

Net deferred tax assets 2907 3040

The net deferred tax assets are classified in our consolidated balance sheets as follows in millions

December 31

2012 2011

Current deferred tax $set$ 579 448

Non-current deferred tax assets 2343 2652

Current deferred tax liabilities

Non-current deferred tax liabilities 11 60

Net deferred tax assets 2907 3040

Details on deferred tax assets for loss and tax credit carryforwards at December 31 2012 follow in millions

Expiration

Amount 2013-2017 2018-2022 2023-2032 IndefInite

Net operating tosses 825 97 163 360 205

Capital losses 10 10

Tax credits 1088 150 778 114 46

Totals as of December 31 2012 1923 257 941 474 251
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capital
loss carry forwards and state tax net operating loss carry forwards

as well as other foreign net operating loss carryforwards and federal and

state tax credits because we cannot conclude that it is more likely
than

not that we will earn income of the character required to utilize these

assets before they expire U.S
profits

of approximately $7.1 billion will be

required to fully realize the deferred tax assets as of December 31 2012

Of that amount $3.8 billion of U.S
profits

will be required over the next

13 years to fully
realize the deferred tax assets associated with federal

net operating loss carry forwards The remaining deferred tax assets

will be realized as the underlying temporary differences reverse over an

extended period The amount of U.S and foreign deferred tax assets that

have remaining valuation allowances at December 31 2012 and 2011 was

$210 million and $219 million respectively

The following is tabular reconciliation of the total amount of unrecognized tax benefits in millions

Included in the balance at December 31 2012 and 2011 are $ii million and

$i million respectively of unrecognized tax benefits that would impact

our effective tax rate if recognized

We recognize accrued interest and penalties associated with uncertain

tax positions as part of tax expense For the years ended December 31

2012 2011 and 2010 the amounts recognized in interest expense and

income were immaterial The amounts accrued at December 31 2012

and 2011 for the payment of interest and penalties were not significant

While we expect the amount of unrecognized tax benefits to change in

the next 12 months we do not expect the change to have significant

impact on the results of operations or our financial position

Corning Incorporated as the common parent company and all 8o%-or-

more-owned of its U.S subsidiaries join in the
filing

of consolidated U.S

federal income tax returns All such returns for periods ended through

December 31 2004 have been audited by and settled with the Internal

Revenue Service IRS The statute of limitations to audit the 20062007 and

2008 U.S federal income tax expired in 2010 2011 and 2012 respectively

The statute for the 2005 tax return has closed except to the extent the

loss generated in 2005 is utilized in future years

Corning Incorporated and its U.S subsidiaries file income tax returns

on combined unitary or stand-alone basis in multiple state and local

jurisdictions which generally have statutes of limitations ranging from

to years Various state income tax returns are currently in the process

of examination or administrative appeal

Our foreign subsidiaries file income tax returns in the countries in

which they have operations Generally these countries have statutes of

limitations ranging from to 7years Years still open to examination by

foreign tax authorities in major jurisdictions include Japan 2008 onward

and Taiwan 2011 onward

Under U.S GAAP deferred tax liability should be recorded for any

book basis greater than tax basis in foreign subsidiary attributable to

unremitted book earnings under the presumption that such earnings will

ultimately be distributed and that such distribution would be subject to

additional tax at the parent company level However such presumption

is rebuttable and no tax would be accrued to the extent the temporary

difference is not expected to reverse in the foreseeable future because the

unremitted foreign earnings are expected to be reinvested indefinitely

As required by U.S GAAP Corning completes an annual detailed analysis to

determine the extent to which its foreign unremitted earnings are indefinitely

reinvested considering various factors including the following

U.S cash needs and liquidity

International working capital debt service and
capital expansion needs

Local regulatory statutory or other legally enforceable restrictions on

the distribution of foreign subsidiary and affiliate earnings

Foreign joint venture agreement limitations on distributions and

The current and/or future tax costs associated with repatriation including

potential legislative changes that could impact such costs

Quarterly Corning updates its analysis for material changes

In the quarter ended March 31 2010 Corning included in the computation

of its estimated annual effective tax rate tax benefit of $265 million

related to an expected fourth quarter repatriation of $1.1 billion of 2010

foreign earnings The repatriated earnings represented portion of the

current year earnings of certain foreign subsidiaries and affiliates located

in Asia and thus were not previously permanently reinvested

There were two factors influencing Cornings decision to consider

repatriating these 2010 earnings One was Cornings decision as announced

early in 2010 to pursue acquisitions tht were expected to require cash

to be available in the U.S in excess of amounts expected to be generated

from domestic sources The second factor was proposed federal tax

legislation which if enacted could significantly increase the tax cost of

repatriation after 2010 Because there had been no change in our longer

term international capital expansion plans as of the first quarter our

intent to indefinitely reinvest foreign earnings accumulated through

theyear ended December 31 2009 was not changed bythesefactors

As oftheyear ended December 31 2010 Corning had $8.9 billion offoreign

unremitted earnings that it intended to keep indefinitely reinvested

Of this amount nearly o% consisted of

Non-liquid operating assets or short term liquidity required to meet

current international working capital needs and

Samsung Corning Precision Materials or other joint venture unremitted

earnings that require joint determination with our partners to remove

any indefinitely reinvested representation

Additionally in the third quarter of 2010 Corning announced significant

multi-year investment plan that was expected to result in 2011 capital

investment of $2.4 billion to $2.7 billion the substantial majority of

which would be spent internationally and would include over the term

of the plan $8oo million for additional LCD capacity in China capacity

expansion for Eagle XG LCD glass and Corning Gorilla Glass in Asia

expansion of automotive substrate facilities in China and Germany and

new manufacturing and distribution center in China for our Life Sciences

businesses In addition to the $2.4 billion spent in 2011 approximately

$900 million of non-U.S capital spending was invested in 2012 These

factors in addition to additional foreign capital spending planned in 2013

and beyond and the fact that Corning has sufficient access to funds in

the U.S to fund currently anticipated domestic needs result in our ability

and intent to indefinitely reinvest our foreign unremitted earnings of

$8.9 billion $10.8 billion and $11.9 billion as of December 31 2010 2011

and 2012 respectively It is not practical to calculate the unrecognized

deferred tax
liability on these earnings with reasonable accuracy

Balance at January

Additions based on tax positions related to the current year

Additions for tax positions of prior years

Reductions for tax positions of prior years

Settlements and lapse of statute of limitations

Balance at December 31
16 21

2012 2011

21 23
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Investments

Investments comprise the following in millions

Ownership
December 31

interestt11 2012 2011

Affiliated companies accounted for underthe equitymethoth

Samsung Corning Precision Materials Co Ltd 50% 3346 3315

DowCdrning Corporation 50% 1191 1160

All other 20%-50% 375 248

4912 4723

Other investments

Total 4915 4726

Amounts reflect Cornings direct ownership interests in the respective affiliated companies Corning does not control any of such entities

Affiliated Companies at Equity

The results of operations and financial position of the investments accounted for under the equity method follow in millions

We have contractual agreements with several of our equity affiliates which include sales purchasing licensing and technology agreements

At December 31 2012 approximately $4.8 billion of equity in undistributed earnings of equity companies was included in our retained earnings

2012

Years ended December 31

2011 2010

Statemert of operations

Net sales 10131 11613 11717

Grosprofit 370 5216 6107

Net income 1541 2925 3901

Cornings equity in earnings of affiliated companies 810 1471 1958

Related party transactions

Corning sales to affiliated companies 28 30 27

Corning purchases from affiliated companies 167 138 59

Corning transfers of assets-at cost to affiliated companies111 77 113 121

Dividends received from affiliated companies 1089 820 1712

Royalty income from affiliated companies 84 221 268

Corning services to affiliates 50 3724

December 31

2012 2011

Balance sheet

Current assets 8249 9088

Noncurrent assets 13 418 13 2982

Short-term borrowings including currentportion of long-term debt 209 331

Othercurrentliabilities 1986 2489

Long-term debt 847 1445

Otherlong-termliabilities 7445 716112

Non-controlling interest 70 848

Related party transactions

Balances due from affiliated companies 61 77

aiances due toafhiiated companies 37 14

Corning purchases machinery and equipment on behalf of Samsung Corning Precision Materials to support its capital expansion initiatives The

machinery and equipment are transferred to Samsung Corning Precision at our cost basis resulting in no revenue or gain being recognized on

the transaction

The prior year noncurrent assets and noncurrent liabilities have been revised to reflect certain correcting adjustments as reported by Dow

Corning Such correcting adjustments increased noncurrent deferred tax assets and noncurrent deferred tax liabilities by $529 million each for

items that had previously been presented on net basis Those revisions had no impact on Cornings investment in or equity in earnings of Dow

Corning for any of the periods presented

54 CORN1NG INCORPORATED 2012 Annual Report



Notes to Consolidated Financial Statements

discussion and summarized results of Cornings significant affiliates at December 31 2012 follows

Samsung Corning Precision Materials Co Ltd Samsung Corning Precision Materials

Samsung Corning Precision Materials is South Korea-based manufacturer of
liquid crystal display glass for flat panel displays In 2010 it changed its

name from Samsung Corning Precision Glass Co Ltd.to Samsung Corning Precision Materials Co Ltd

Samsung Corning Precision Materials financial position and results of operations follow in millions

Years ended December

2012 2011 2010

Statement of operations

Net sales

Gross profit

Net income attributable to Samsung Corning Precision Materials

CornIngs equity in earningsfSarsupg Corning Precision Materials

3139 4171 4856

2080 2942 3731

1390 2061 2946

699 1031 1473

Balances due from Samsung corning Precision Materials were $15
million

at December 31 2012 Balances due to Samsung Corning Precision Materials

were $34 million at December 31 2012 Balances due from Samsung

Corning Precision Materials were $i6 million at December 31 2011

Balances due to Samsung corning Precision Materials were $ii million

at December 31 2011

In 2010 Samsung Corning Precision Materials earnings were positively

impacted from revised tax holiday calculation agreed to by the Korean

National Tax service Cornings share of this adjustment was $61 million

Corning owns o% of Samsung Corning Precision Materials Samsung

Electronics Co Ltd owns 43% and other shareholders own the remaining 7%

In April 2011 Korean tax authorities completed tax audit of Samsung

Corning Precision Materials As result the tax authorities issued pre

assessment of approximately $46 million for an asserted underpayment

of withholding tax on dividends paid from September 2006 through

March 2009 Ourfirst level of appeal was denied on October 52011 and

formal assessment was issued The assessment was paid in full in the

fourth quarter of 2011 which will allow usto continue the appeal process

Samsung Corning Precision Materials and Corning believe we will maintain

our position when all available appeal remedies have been exhausted

Additionally the 2011 Korean Board of Audit and Inspections the B0AI

review of tax exemptions previously granted to Samsung Corning Precision

Materials by the National Tax Service NTS wasclosed without being

remanded back to the NTS for adjustment or re-examination

On December 31 2007 Samsung Corning Precision Materials acquired all

of the outstanding shares of Samsung Corning Co Ltd Samsung Corning

After the transaction Corning retained its 50% interest in Samsung

Corning Precision Materials Prior to their merger Samsung Corning

Precision Materials Co Ltd Samsung Corning Precision Materials and

Samsung Corning Co Ltd Samsung Corning were two of approximately

thirty co-defendants in lawsuitfiled by Seoul Guarantee Insurance Co

and thirteen other creditors SGI and Creditors for alleged breach of an

agreement that approximately twenty-eight affiliates of the Samsung group

Samsung Affiliates entered into with SGI and Creditors on August 24

1999 the Agreement The lawsuit is pending in the courts of South Korea

Under the Agreement it is alleged that the Samsung Affiliates agreed

to sell certain shares of Samsung Life Insurance Co Ltd SLI which had

been transferred to SGI and Creditors in connection with the petition

for court receivership of Samsung Motors Inc In the lawsuit SGI and

Creditors allege breach of the Agreement by the Samsung Affiliates

and are seeking the loss of principal approximately $1.95 billion for

loans extended to Samsung Motors Inc default interest and separate

amount for breach On January 31 2008 the Seoul District Court ordered

the Samsung Affiliates to pay approximately $1.3 billion by disposing of

2334045 shares of SLI less 1165955 shares of SLI previously sold by SGI

and Creditors and paying the proceeds to SGI and Creditors to satisfy

any shortfall by participating in the purchase of equity or subordinate

debentures issued bythem and pay default interest of 6% per annum

The ruling was appealed On November io 2009 the Appellate Court

directed the parties to attempt to resolve this matter through mediation

On January ii 2011 the Appellate Court ordered the Samsung Affiliates

to pay 6oo billion won in principal and 20 billion won in delayed interest

to SGI and Creditors Samsung promptly paid those amounts which

approximated $5o million when translated to United States Dollars

from portion of an escrow account established upon completion of

SLIs initial public offering IPO on May 2010 On February 72011 the

Samsung Affiliates appealed the Appellate Courts ruling to the Supreme

Dividends received from Samsung Corning Precision Materials

Royalty income from Samsung Corning Precision Materials

Related party transactions

Corning purchases from Samsung Corning Precision Materials 126 107 33

Corning transfer of machinery and equipment to Samsung Corning Precision Materials

at cost111 77 113

.$ 979 492

83 219

121

1474

265

December

2012 2011

Blhce sheet
-...--.

Current assets 3282 3560

Noncurrent assets 856 3890

Other current liabilities 406 49

Other long-term liabilities 17 41

Non-controlling interest 12 11

Corning purchases machinery and equipment on behalf of Samsung Corning Precision Materials to support its capital expansion initiatives

The machinery and equipment are transferred to Samsung Corning Precision Materials at our cost basis resulting in no revenue or gain being

recognized on the transaction
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Court of Korea and the appeal is currently in progress Samsung Corning

Precision Materials has not contributed to any payment related to these

disputes and has concluded that no provision for loss should be reflected

in its financial statements Other than as described above no claim in

these matters has been asserted against Corning or any of its affiliates

In September 2009 Corning and Samsung Corning Precision Materials

formed Corsam Technologies LLC Corsam an equity affiliate established

to provide glass technology research for future product applications

Samsung Corning Precision Materials inyested $124 million in cash and

Dow Corning Corporation Dow Corning

Corning contributed intellectual property with corresponding value

Corning and Samsung Corning Precision Materials each own o% of the

common stock of Corsam and Corning has agreed to provide research and

development services at arms length to Corsam Corning does not control

Corsam because Samsung Corning Precision Materials other investors

maintain significant participating voting rights In addition Corsam has

sufficient equity to finance its activities the voting rights of investors in

Corsam are considered substantive and the risks and rewards of Corsams

research are shared only by those investors noted As result Corsam is

accounted for under the equity method of accounting for investments

Dow Corning is U.S-based manufacturer of silicone products Corning and The Dow Chemical Company Dow Chemical each own half of Dow Corning

Dow Cornings financial position and results of operations follow in millions

Years ended December

Beginning in the latter half of 2011 and continuing into 2012 Dow Corning

began experiencing unfavorable industry conditions at its consolidated

subsidiary Hemlock Semiconductor Group Hemlock producer of high

purity polycrystalline silicon for the semiconductor and solar industries

driven by over-capacity at all levels of the solar industry supply chain This

over-capacity led to significant declines in polycrystalline spot prices in

the fourth quarter of 2011 and prices remained depressed throughout

2012 Also potentially impacting this business is Chinese Ministry of

Commerce MOFCOM anti-dumping and countervailing duty investigation

of imports of solar-grade polycrystalline solar products from the U.S and

Korea If the Chinese authorities rule that dumping or subsidization took

place they may impose additional duties on future imports of solar-grade

polycrystalline silicon to China from the U.S

Due to the conditions and uncertainties described above sales volume

has declined and production levels of certain operating assets have been

reduced As result Dow Corning determined that polycrysta lIme silicon

plant expansion previously delayed since the fourth quarter of 2011 would

no longer be economically viable and made the decision to abandon this

expansion activity
in the fourth quarter of 2012 The abandonment resulted

in an impairment charge of $57 million before tax for Cornings share

of the write down in the value of these construction-in-progress assets

Further the startup of another plant expansion that was expected to

begin production in 2013 is being delayed until sales volumes increase

to levels necessary to support operations

Additionally during the fourth quarter of 2012 the events and circumstances

described above indicated that additional assets of Dow Cornings

polycrystalline silicon business might be impaired In accordance with

accounting guidance for impairment of long-lived assets Dow Corning

compared estimated undiscounted cash flows to the assets carrying value

and determined that the asset group is recoverable as of December 312012

However it is reasonably possible that the estimate of undiscounted cash

flows could change in the nearterm resulting
in the need to write down those

assets to fair value If significant adverse duty is imposed by MOFCOM or

there is continued pricing deterioration or other adverse market conditions

that result in non-performance by customers under long-term contracts

Dow Cornings estimates of cash flows might change Partially mitigating

the adverse circumstances described above are long-term contracts that

Dow Corning established in preparation for this negative volatility
These

longterm contracts contain customer pre-payment requirements as well

as provision that the customers take or pay the contracted volume of

the
polyctystalline

silicon overthe life of the contract Cornings share of the

carrying value of this asset group is approximately $oo million after tax

2012 2011 2010

Statement of operations

Net sales 6119 6427 5997

Gross profit 1413 1989 Z135

Net income attributable to Dow Corning 181 806 887

Corningsequity in earnings of Dow Corning 90 4y4 444

Related party transactions

CornlngpurehasesfromoowCorning 23 22 19

Dividends received from Dow Corning 100 310 222

December 31

2012 2011

Balance sheet

Current assets 4117 4873

Noncurrent assets 9184 9.227w

Short-term borrowings including current portion of long-term debt 209 331

Other current liabilities 1304 1692

Long-term debt 844 1440

Other tong-term liabilities 7371

Non-controlling interest 687 767

The prior year noncurrent assets and noncurrent liabilities have been revised to reflect certain correcting adjustments as reported by Dow

Corning Such correcting adjustments increased noncurrent deferred tax assets and noncurrent deferred tax liabilities by $529 million each for

items that had previously been presented on net basis Those revisions had no impact on Cornings investment in or equity in earnings of Dow

Corning for any of the periods presented
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At December 31 2012 Dow Cornings marketable securities included

approximately $76 million of auction rate securities Unrealized losses

related to temporary impairments were not material

In February 2011 Dow Corning amended and restated its revolving credit

agreementto provide $i billion senior unsecured revolving line of credit

through February 2016 Dow Corning believes it has adequate liquidity
to

fund operations its capital expenditure plans breast implant settlement

liabilities and shareholder dividends

In January 2010 Dow Corning received approval for U.S Federal Advanced

Energy Manufacturing Tax Credits of approximately $169 million The tax

credits were granted as part of the American Reinvestment and Recovery

Act of 2009 and are focused on job creation from U.S manufacturing

capacity which supplies clean and renewable energy products

In 1995 Corning fully impaired its investment in Dow Corning after it filed

for bankruptcy protection Corning did not recognize net equity earnings

from the second quarter of 1995 through the end of 2002 Corning began

recognizing equity earnings in the first quarter of 2003 when management

concluded that Dow Cornings emergence from bankruptcy was probable

Corning considers the $249 million difference between the carrying value

of its investment in Dow Corning and its 50% share of Dow Cornings

equity to be permanent

Corning and Dow Chemical each own o% of the common stock of Dow

Corning In May 1995 Dow Corning filed for bankruptcy protection to

address pending and claimed liabilities arising from many thousands of

breast implant product lawsuits On June 2004 Dow Corning emerged

from Chapter ii with Plan of Reorganization the Plan which provided

for the settlement or other resolution of implant claims The Plan also

includes releases for Corning and Dow Chemical as shareholders in

exchange for contributions to the Plan

Under the terms of the Plan Dow Corning has established and is funding

Settlement Trust and Litigation Facility to provide means for tort

claimants to settle or litigate
their claims Inclusive of insurance Dow

Corning has paid approximately $1.7 billion to the Settlement Trust As of

December 31 2012 Dow Corning had recorded reserve for breast implant

litigation
of $1.6 billion As separate matter arising from the bankruptcy

proceedings Dow Corning is defending claims asserted by number of

commercial creditors who claim additional interest at default rates and

enforcement costs during the period from May 1995 through June 2004 As

of December 31 2012 Dow Corning has estimated the
liabilityto

commercial

creditors to be within the range of $90 million to $294 million As Dow

Corning management believes no single amount within the range appears to

be better estimate than any other amount within the range Dow Corning

has recorded the minimum
liability

within the range Should Dow Corning

not
prevail

in this matter Cornings equity earnings would be reduced by

its o% share ofthe amount in excess of $90 million net of applicable tax

benefits There are number of other claims in the bankruptcy proceedings

against Dow Corning awaiting resolution bythe U.S District Court and it

is reasonably possible that Dow Corning may record bankruptcy-related

charges in the future The remaining tort claims against Corning are

expected to be channeled by the Plan into facilities established by the Plan

or otherwise defended by the
Litigation Facility

On July 202012 the Chinese Ministry of Commerce MOFCOM initiated

anti-dumping and countervailing duty investigations of imports of

solar-grade polycrystalline silicon products from the U.S and Korea

based on petition filed by Chinese solar-grade polycrystalline silicon

producers The petition alleges that producers within these countries

including consolidated subsidiary of Dow Corning exported solar-grade

polycrystalline silicon to China at less than normal value and that production

of solar-grade polycrystalline silicon in the U.S has been subsidized by

the U.S government If the Chinese authorities rule that dumping or

subsidization took place they may impose additional duties on future

imports of solar-grade polycrystalline silicon to China from the U.S Dow

Corning and its consolidated subsidiaries are complying with MOECOM
in the investigations and is vigorously contesting the allegations As the

outcome of such actions is uncertain Dow Corning cannot predict the

ultimate impact of these matters

Pittsburgh Corning Corporation PCC

Corning and PPG Industries Inc PPG each own o% of the capital stock

of Pittsburgh Corning Corporation PCC Over period of more than two

decades PCC and several other defendants have been named in numerous

lawsuits involving claims alleging personal injury from exposure to

asbestos On April 16 2000 PCC filed for Chapter ii reorganization in

the U.S Bankruptcy Court for the Western District of Pennsylvania At the

time PCC filed for bankruptcy protection there were approximately ii8oo

claims pending against Corning in state court lawsuits alleging various

theories of liability based on exposure to PCCs asbestos products and

typically requesting monetary damages in excess of one million dollars

per claim Corning has defended those claims on the basis of the separate

corporate status of PCC and the absence of any facts supporting claims

of direct liability arising from PCCs asbestos products Corning is also

currently involved in approximately g8oo other cases approximately 37500

claims alleging injuries
from asbestos and similar amounts of monetary

damages per case Thosecases have been covered by insurance without

material impact to Corning to date As of December 31 2012 Corning

had received for these cases approximately $18.6 million in insurance

payments related to those claims As described below several of Cornings

insurance carriers have filed legal proceeding concerning the extent of

any insurance coverage for past and future defense and indemnity costs

for these claims Asbestos litigation is inherently difficult and past trends

in resolving these claims may not be indicators offuturŁ outcomes

Corning with other relevant parties has been involved in ongoing efforts

to develop Plan of Reorganization that would resolve the concerns

and objections of the relevant courts and parties In 2003 plan was

agreed to byvarious parties the 2003 Plan but on December 21 2006

the Bankruptcy Court issued an order denying the confirmation of that

2003 Plan On January 29 2009 an amended plan of reorganization

the Amended PCC Plan which addressed the issues raised by the

Court when it denied confirmation of the 2003 Plan was filed with the

Bankruptcy Court

The proposed resolution of PCC asbestos claims under the Amended PCC

Plan would have required Corning to contribute its equity interests in PCC

and Pittsburgh Corning Europe NV PCE Belgian corporation and to

contribute fixed series of payments recorded at present value Corning

would have had the option to use its shares rather than cash to make

these payments but the liability would have been fixed bydollarvalue

and not the number of shares The Amended PCC Plan would originally

have required Corning to make one payment of $ioo million one

year from the date the Amended PCC Plan becomes effective and certain

conditions are met and five additional payments of $50 million on

each of the five subsequent anniversaries of the first payment the final

payment of which is subject to reduction based on the application of

credits under certain circumstances Documents were filed with the

Bankruptcy Court further modifying the Amended PCC Plan by reducing

Cornings initial payment by $30 million and reducing its second and

fourth payments by $15 million each In return Corning would relinquish

its claim for reimbursement of its payments and contributions underthe

Amended PCC Plan from the insurance carriers involved in the bankruptcy

proceeding with certain exceptions

On June 162011 the Court entered an Order denying confirmation ofthe

Amended PCC Plan The Courts memorandum opinion accompanying

the order rejected some objections to the Amended PCC Plan and made

suggestions regarding modifications to the Amended PCC Plan that would

allow he Plan to be confirmed Corning and other parties have filed

motion for reconsideration objecting to certain points of this Order Certain

parties to the proceeding filed specific Plan modifications in response to

the Courts opinion and Corning supported these filings Certain parties

objected to the proposed Plan modifications and to resolve some of those

objections further revisions to the Plan and other documents were filed

modified Amended PCC Plan was then submitted by PCC and objections

to that Plan were filed by two parties Those objections and the Plan are

pending before the Court
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The Amended PCC Plan does not include certain non-PCC asbestos claims

that may be or have been raised against Corning Corning has recorded

in its estimated asbestos litigation liability an additional $150 million

for the approximately 9800 current non-PCC cases alleging injuries

from asbestos and for any future non-PCC cases The liability
for non

PCC claims was estimated based upon industry data for asbestos claims

since Corning does not have recent claim history due to the injunction

issued by the Ba nkruptcy Court The estimated liability represents the

undiscounted projection of claims and related
legal

fees over the next

20 years The amount may need to be adjusted in future periods as more

data becomes available

The
liability

for the Amended PCC Plan and the norl-PCC asbestos claims

was estimated to be $671 million at December 31 2012 compared with

an estimate of liability of $657 million at December 31 2011 For the years

ended December 31 2012 and 2011 Corning recorded asbestos
litigation

expense of $14 million and $24 million respectively In the first quarter

of 2010 Corning recorded credit of $54 million to reflect the change in

terms of Cornings proposed payments under the Amended Plan The entire

obligation is classified as non-current
liability

as installment payments

for the cash portion of the obligation are not planned to commence until

more than 12 months after the Amended PCC Plan becomes effective

and the PCE portion of the obligation will be fulfilled through the direct

contribution of Cornings investment in PCE currently recorded as

non-current other equity method investment

Acquisition

The Amended PCC Plan with the modifications addressing issues raised

by the Courts June i6 2011 opinion remains subject to number of

contingencies Payment of the amounts required to fund the Amended

PCC Plan from insurance and other sources are subject to number

of conditions that may not be achieved The approval of the further

modified Amended PCC Plan by the Bankruptcy Court is not certain and

faces objections by some parties If the modified Amended PCC Plan is

approved by the Bankruptcy Court that approval will be subject to appeal

For these and other reasons Corning liability for these asbestos matters

may be subject to changes in subsequent quarters The estimate of the

cost of resolving the rion-PCC asbestos claims may also be subject to

change as developments occur Management continues to believe that

the likelihood of the uncertainties surrounding these proceedings causing

material adverse impact to Cornings financial statements is remote

Several of Cornings insurers have commenced
litigation in state courts for

declaration of the rights and obligations of the parties under inurance

policies including rights that may be affected bythe potential resolutions

described above Corning is vigorously contesting these cases Management

is unable to predict the outcome of this insurance litigation and therefore

cannot estimate the range of any possible loss

At December 31 2012 and 2011 the fair value of PCE significantly exceeded

its carrying value of $149 million and $138 million respectively There have

been no impairment indicators for our investment in PCE and we continue

to recognize equity earnings of this affiliate PCC filed for Chapter ii

reorganization in the U.S Bankruptcy Court on April 162000 At that time

Corning determined it lacked the
ability

to recover the carrying amount

of its investment in PCC and its investmnt was other than temporarily

impaired As result we reduced our investment in PCC to zero

On October 31 2012 Corning acquired all of the shares of Discovery Labware

Inc and Plasso Technology Limited and certain other assets collectively

referred to as Purchased Assets from Becton Dickinson and Company

for approximately $723 million net of
$1.4

million cash received at closing

The Purchased Assets constitute business therefore the acquisition

Goodwill is primarily related to the value of the Discovery Labware product

portfolio and distribution network and its combination with Cornings

existing life sciences platform as well as synergies and other Intangibles

that do not qualify for separate recognition Other intangible assets

consist mainly of distributor relationships trademark and trade names

and are amortized over useful life of 20 years Acquisition-related costs

was accounted for as business combination The business referred to

as Discovery Labware will design manufacture market and supply cell

culture other laboratory reagents core and advanced consumables for

basic and applied research for life scientists clinical researchersand

laboratory professionals globally

of $22 million in the twelve months ended December 31 2012 included

costs for legal accounting valuation and other professional services

and were included in selling general and administrative expense in the

Consolidated Statements of Income Supplemental pro forma information

was not provided because the Purchased Assets are not material to

Cornings consolidated financial statements

The purchase price
of the acquisition was allocated to the net tangible and other intangible assets acquired with the remainder recorded as goodwill on the

basis of fair value as follows in millions

Inventoryandothercurrentassets

Fixed Assets 81

Other intangible assets 279

Current and non-current liabilities 21

Nettangible and intangible assets 413

Purchase price
723

Goodwill

The goodwill recognized is deductible for U.S income tax purposes The goodwill was allocated to the Life Sciences segment
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Property Net of Accumulated Depreciation

Property net follows in millions

December 31

2012 2011

LarR 112 113

Buildings 4324 3957

Equipment 12 571 11 88

Construction in progress 1270 1919

18277 17815

Accumulated depreciation 7652 7204

total 10625 10671

Approximately $74 million $46 million and $20 million of interest costs During the fourth quarters of 2012 and 2011 the Specialty Materials

were capitalized as part of property net in 2012 2011 and 2010 respectively segment recorded impairment charges of million and $130 million

respectively related to certain assets located in Japan used in the ion

Manufacturing equipment includes certain components of production
exchange process for the production of large cover glass The large cover

equipment that are constructed of precious metals At December 31 2012
lass impairment charge represents write-down of assets specific to the

and 2011 the recorded value of precious metals totaled $2.4 billion and
glass-strengthening process for large size cover glass to their relative fair

$2.5 billion respectively Depletion expense related to the years ended
market values as of the date of impairment As result ofthe impairment

December 31 2012 2011 and 2010 totaled $20 million $21 million and
assets included in the category of equipment decreased by approximately

$22 million respectively
million in 2012 and in the categories of equipment and buildings by

million and million in 2011 respectively

10 Goodwill and Other Intangible Assets

Goodwill

Changes in the carrying amount of goodwill for the twelve months ended December 31 2012 and 2011 are as follows in millions

Display Specialty

Telecommunications Technologies Materials Life Sciences Total

Balance at December 31 2010 118 150 260 537

Acquired goodwill111 91 36 127

Balance at December 31 2011 209 150 296 664

Acquired goodwill121 310 310

Balance at December 31 2012 209 150 606 974

The Company recorded goodwill associated withtwo small acquisitions completed in 2011

The Company recorded the acquisition of the Discovery Labware business of Becton Dickinson and Company in the fourth quarter of 2012 Refer

to Note Acquisition to the Consolidated Financial Statements for additional information

Cornings gross goodwill balance for the fiscal
years

ended December 31 2012 and 2011 were $7.4 billionand $7.1 billion respectively Accumulated

impairment losses were $6.5 billion for the fiscal years ended December 31 2012 and 2011 respectively and were generated entirely through goodwill

impairments related to the Telecommunications segment
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Other Intangible Assets

Other intangible assets follow in millions

December

Gross Net Gross Net

Amortized intangible assets

Patents trademarks trade names1 282 128 154 228 119 109

Customer list and other111 394 26 368 169 16 153

Total 676 154 522 397 135 262

The Company recorded the acquisition of the Discovery Labware business of Becton Dickinson arid Company in the fourth quarter of 2012

and two small acquisitions completed in 2010 and 2011 Refer to Note Acquisition to the Consolidated Financial Statements for additional

information

Amortized intangible assets are primarily related to the Telecommunications and Life Sciences segments Amortization expense related to these

intangible assets was $19 million $i million and $8 million for the years ended December 31 2012 2011 and 2010 respectively Amortization expense

is estimated to be approximately $o million for 2013 through 2015 and $29 million thereafter

ii Other Liabilities

Other accrued liabilities follow in millions

December 31

2012 2011

CurrentUabilities

Wages and employee benefits 460 373

Income taxes 282 288

Other current liabilities 359 432

Other accrued liabilities 1101 O99

Non-current liabilities

Asbestos litigation
671 657

Other non current liabilities 903 704

Qtherftabllities 1574 1361

Asbestos Litigation

The proposed resolution of PCC asbestos claims underthe Amended PCC

Plan would have required Corning to contribute its equity interests in PCC

and Pittsburgh Corning Europe NV PCE Belgian corporation and to

contribute fixed series of payments recorded at present value Corning

would have had the option to use its shares ratherthan cash to make

these payments but the
liability

would have been fixed by dollar value

and not the number of shares The Amended PCC Plan would originally

have required Corning to make one payment of $ioo million one

year from the date the Amended PCC Plan becomes effective and certain

conditions are met and five additional payments of $5o million on

each of the five subsequent anniversaries of the first payment the final

payment of which is subject to reduction based on the application of

credits under certain circumstances Documents were filed with the

Bankruptcy Court further modifying the Amended PCC Plan by reducing

Cornings initial payment by $30 million and reducing its second and

fourth payments by $i million each In return Corning would relinquish

its claim for reimbursement of its payments and contributions under the

Amended PCC Plan from the insurance carriers involved in the bankruptcy

proceeding with certain exceptions

The Amended PCC Plan does not include certain non-PCC asbestos claims

that may be or have been raised against Corning Corning has recorded

in its estimated asbestos litigation liability an additional Siso million

for the approximately 9800 current non-PCC cases alleging injuries

from asbestos and for any future non-PCC cases The liability for non

PCC claims was estimated based upon industry data for asbestos claims

since Corning does not have recent claim history due to the injunction

issued by the Bankruptcy Court The estimated
liability represents the

undiscounted projection of claims and related legal fees over the next

20 years The amount may need to be adjusted in future periods as more

data becomes available Refer to Note Investments to the Consolidated

Financial Statements for additional information on the asbestos litigation

Accumulated

amnr172f inn

2012 2011

Accumulated

amortization
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12 Debt

December 31

In millions 2012 2011

Current portion of long-term debt 76 ii

Longterm debt

Debentures 6.7% due 2013 49 100

Debentures 5.90% due 2014 100

Debentures 6.20% due 2016 75

Debentures 8.875% due 2016 68 81

Debentures 1.45% due 2017 249

Debentures 6.625% due 2019 250 250

Debentures 4.2 5% due 2020 297 298

Debentures 8.875% due 2021 71 87

Medium-term notes average rate 7.66% due through 2023 45 45

Debentures 7.00% due 2024 99 99

Debentures 6.85% due 2029 173 175

Debentures callable 7.25% due 2036 249 249

Debentures 4.70% due 2037 250

Debentures 5.75% due 2040 398 397

Debentures 4.75% due 2042 500

Other average rate 6.00% due through 2037 760 435

Total long term debt 3458 2391

Less current portion of long-term debt 76 27

Long-term debt 3382 2364

At December 31 2012 and 2011 the weighted-average interest rate on current portion of long-term debt was 5.3% and 2.1% respectively

Based on borrowing rates currently available to us for loans with similar terms and maturities the fair value of long-term debt was billion at

December 31 2012 and $2.6 billion at December 31 2011

The following table shows debt maturities byyear at December 31 2012 in millions

2013 2014 2015 2016 2017 Thereafter

76 297 138 156 252 fl
In the fourth quarter of 2010 we amended and restated our existing revolving credit

facility
The amended

facility provides $i.o billion unsecured

multi-currency line of credit and expires in December 2015 The facility includes two financial covenants including leverage test debt to capital ratio

and an interest coverage ratio calculated on the most recent four quarters As of December 31 2012 we were in compliance with these covenants

Debt Issuances and Retirements

2012

In the first quarter of 2012 we issued $500 million of 4.75% senior

unsecured notes that mature on March 2042 and $250 million of

4.70% senior unsecured notes that mature on March 15 2037 The net

proceeds of $742 million will be used for general corporate purposes

In the fourth quarter of 2012 we completed the following debt-related

transactions

We issued $250 million of 1.45% senior unsecured notes that mature

on November 2017 The net proceeds of $248 million from the

offering will be used for general corporate purposes

We repurchased $13 million of our 8.875% senior unsecured notes

due 2021 $ii million of our 8.875% senior unsecured notes due

2016 and $i million of our 6.75% senior unsecured notes due 2013

Additionally we redeemed $ioo million of our 5.90% senior unsecured

notes due 2014 and $74 million of our 6.20% senior unsecured notes

due 2016 We recognized pre-tax loss of $26 million upon the early

redemption of these notes

In 2012 we borrowed the equivalent of approximately $7 million

from credit facility that wholly-owned subsidiary entered into in

the second quarter of 2011

2011

In the second quarter of 2011 wholly-owned subsidiary entered into

credit facility that allows Corning to borrow up to Chinese Renminbi

RMB 4.0 billion or approximately $642 million when translated to

United States Dollars Corning was able to request advances during the

eighteen month period beginning on June 30 2011 the Availability

Period The time period for Corning to draw under the RMB facility

expired at the end of 2012 Our financing agreement requires usto repay

the aggregate principal amount and accrued interest outstanding atthe

end of the Availability Period in six installments with the final payment

due in August 2016 five years from the date of the first advance Corning

also has the
right

to repay this loan in full at pre-determined dates with

no pre-payment penalty In 2011 Corning borrowed approximately

$120 million under this credit facility
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2010

In the fourth quarter of 2010 we exercised our option to repurchase

$100 million of 6.05% senior unsecured notes due June i5 2015 at par

The net carrying amount of the debt repurchased was $ioo million

In the third quarter of 2010 we issued $400 million of 5.75% senior

unsecured notes and $300 million of 4.25% senior unsecured notes

for net proceeds of approximately $394 million and $295 million

respectively The 5.75% notes mature on August 15 2040 and the 4.25%

notes mature on August 2020 We may redeem these notes at any

time subject to certain payments

13 Employee Retirement Plans

In the third quarter of 2010 we repurchased $126 million of 6.2% senior

unsecured notes due March 15 2016 and $ioo million of 5.9% senior

unsecured notes due March 15 2014 The net carrying amount of the

debt repurchased was $234 million We recognized pre-tax loss of

$30 million upon early redemption of lhese notes

Corning redeemed $48 million principal amount of our 6.25% notes

due February i8 2010 There were no other significant debt reductions

during 2010

Defined Benefit Plans

We have defined benefit pension plans covering certain domestic and

international employees Our funding policy has been to contribute as

necessary an amount in excess of the minimum requirements in order

to achieve the Companys long-term funding targets In 2012 we made

voluntary contributions of $105 million to our domestic and international

pension plans In 2011 we made no voluntary cash contributions to our

domestic defined benefit pension plan and million to our international

pension plans

Corning offers postretirement plans that provide health care and life

insurance benefits for retirees and eligible dependents Certain employees

may become eligible for such postretirement benefits upon reaching

retirement age Prior to January 2003 our principal retiree medical

plans required retiree contributions each year equI to tile excess of

medical cost increases over general inflation rates For current retirees

including surviving spouses and active employees eligible
for tre salaried

retiree medical program we have placed cap on the amount wewill

contribute toward retiree medical coverage in the future The cap is equal

to 120% of our 2005 contributions toward retiree medical benefits Once

our contributions toward salaried retiree medical costs reach this cap

impacted retirees will have to pay the excess amount in addition to their

regular contributions for coverage This cap was attained for post-65

retirees in 2008 and has impacted their contribution rate in 2009 and

going forward The pre-65 retirees have triggered the cap in 2olo which

impacted their contribution rate in 2011 and going forward Furthermore

employees hired or rehired on or after January 2007 will be eIigble

for Corning retiree medical benefits upon retirement however these

employees will pay ioo% of the cost
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Obligations and Funded Status

The change in benefit obligation and funded status of our employee retirement plans follows in millions

Pension benefits Postretirement benefits

December 31 2012 2011 2012 2011

Change in benefit obligation

Benefit obligation at beginning ofyear 3224 3008 957 976

Service cost 62 53 13 13

Interest cost 154 153 45 49

Plan participants contributions 12 12

Amendments

Actuarial loss gain 409 175 20

Other

Benefits paid 239 171 66 67
Medicare subsidy received

Foreign currency translation 11

Benefitobligationatendofyear 3630 3224 987 957

Change in plan assets

Fair value of plan assets at beginning ofyear 2770 2690

Actual gain on plan assets 309 232

Employer contributions 122 18

Plan participants contributions

Benefits paid 239 171

Foreign currency translation 12

Fair value of plan assets at end of year 2975 2770

Funded status at end of year

Fair value of plan assets 2975 2770

Benefit obligations 3630 3224 987 951

Funded status of plans 655 454 987 957

Amounts recognized in the consolidated

balance sheets consist of

Noncurrent asset 14

Current liability 31 11 57 60

Noncurrent liability 638 443 930 897

Recognized liability 655 454 987 957

Amounts recognized in accumulated other

comprehensive income consist of

Net actuarial los 1205 1019 274 269

Prior service cost credit 25 29 29 35

Amount recognized at end of year 1230 1048 245 234

The accumulated benefit obligation for defined benefit pension plans was $3.5
billion and $.i billion at December 31 2012 and 2011 respectively

The following information is presented for pension plans where the projected benefit obligation and the accumulated benefit obligation as of December 31

2012 and 2011 exceeded the fair value of plan assets in millions

December 31

2012 2011

Projected benefit obligation 371 388

Accumulated benefit obligation 3196 360

Fairvalue of plan assets 2702 14

In 2012 the fair value of plan assets exceeded the accumulated benefit obligation for the United Kingdom pension plan
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The components of net periodic benefit expense for our employee retirement plans follow in millions

Postretirement benefits

2012 2011 2010 2012 2011 2010

rvcecot 62 46 13 13 12

Interest cost 154 153 157 45 49 50

Expected return on plan assets 157 i6i 168

Amortization of net loss 72 79 50 15 18 15

Amortization of prior service cost credit

Total periodic benefit expense 139 133 94 67 74 71

Curtailment charge

Iota expense 139 133 93 67 74 71

Other changes In plan assets and benefit

ans recognized in other comprehensive

Curtailmenteffects

Cuirent year actuarial loss gain 257 1Ô7 106 20 31 17

Amortization of actuarial loss 72 50 16 18 15

Current year prior service credit/loss 23

Amortization of
prior

service cost credit

Total recognized in other comprehensive

Income loss 180 22 71 10 43 37

Total recognized in net periodic benefit cost

and other comprehensive income 319 155 164 77 31 108

Certain amounts for prior periods were reclassified to conform to the 2012 presentation

The Company expects to recognize $88 million of net loss and $5 million Eurobonds that are denominated in U.S currency The curve is developed

of net prior service cost as components of net periodic pension cost from yields on approximately 350-375 bonds from four grading sources

in 2013 for its defined benefit pension plans The Company expects to Moodys SP Fitch and the Dominion Bond Rating Service bond will

recognize $16 million of net loss and $6 million of net prior
service credit be included ifat least half of the grades from these sources are Aa non-

as components of net periodic postretirement benefit cost in 2013 callable bonds The very highest 10th percentile yields and the lowest 40th

percentile yields are excluded from the curve to eliminate outliers in the

Corning uses hypothetical yield curve and associated spot rate curve to

discount the plans projected benefit payments Once the present value
on popu ion

of projected benefit payments is calculated the suggested discount rate Measurement of postretirement benefit expense is based on assumptions

is equal to the level rate that results in the same present value The yield used to value the postretirement benefit obligation at the beginning of

curve is based on actual high-quality corporate bonds across the full
theyear

maturity spectrum which also includes private placements as well as

The weighted-average assumptions used to determine benefit obligations at December
31

follow

Pension benefits Postretirement benefits

Domestic International Domestic

2012 2011 2010 2012 2011 2010 2012 2011 2010

Dcount$ate- 3.75% 4.75% 5.2% 4.48% 40% 4.15% 4.00% 4%
Rate of compensation

increase 4.00% 4.25% 4.25% 3.45% 3.44% 4.35%

The weighted-average assumptions used to determine net periodic benefit cost for years ended December 31 follow

Pension benefits Postretirement benefits

Domestic International Domestic

2012 2011 2010 2012 2011 2010 2012 2011 2010

DiScount rate 4.75% 525% 5.75% 4.40% 4.75% 5.75% 4.75% 5.25% 5.75%

Expected return on plan

assets 6.00% 6.50% 7.25% 6.01% 5.59% 6.01%

Rate of compensation

increase 4.25% 4.25% 4.25% 3.44% 4.35% 4.04%

The assumed rate of return was determined based on the current interest rate environment and historical market premiums relative to fixed income

rates of equities and other asset classes Reasonableness of the results is tested using models provided by the plan actuaries
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One-percentage-

point increase

One-percentage-

point decrease

TheCompanys overall investment strategy is to obtain sufficient return

to offset or exceed inflation and provide adequate liquidity to meet the

benefit obligations of the pension plan Investments are made in public

securities to ensure adequate liquidity to support benefit payments

Domestic and international stocks and bonds provide diversification to

the portfolio The target allocation range for domestic equity investment

is lo.o%-12.5% which includes large mid and small cap companies The

target allocation range of international equities is lo.o%-1.5% which

includes investments in both developed and emerging markets The

target allocation for bond investments is 60% which predominately

includes both government and corporate bonds Long duration fixed

income assets are utilized to mitigate the sensitivity of funding ratios

to changes in interest rates The target allocation range for non-public

investments in private equity and real estate is 5%-15% and is used to

enhance returns and offer additional asset diversification The target

allocation range for commodities is o%-5% which provides some inflation

protection to the portfolio

Assumed health care trend rates at December 31
2012 2011

Health care cost trend rate assumed for next year
7.5% 8.0%

Rate that the cost trend rate gradually declines to 5%

Year thatthe rate reaches tie uJtimatetrn4 rate
2018 2018

Assumed health care cost trend rates have significant effect on the amounts reported for the health care plans one-percentage-point change in assumed

health carecost trend rate5 would have the following effects in millions

Plan Assets

Effect on annual total of service and interest cost

Effect on postretirement benefit obligation
57 46
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The following tables provide fair value measurement information for the Companys major categories of defined benefit plan assets in millions

Fair value measurement at reporting date using

Quoted prices in

active markets Significant other Significant

for identical observable unobservable

December 31 2012 assets Level inputs Level inputs Level

Equity securities

U.S companies 313 185 128

intettdipanies 3i4...

Fixed income

U$ corptrate bonds thZ4 15

International fixed income 245 182 63

Other fixed income

Private equity1 221 221

Real estate1 103 103

Insurance contracts

Cpshequivalents 57 57

Commodities3 92 92

Total 2975 671 1974 330

This category includes venture capital leverage buyouts and distressed debt limited partnerships invested primarily in U.S companies The

inputs are valued by internally generated Discounted Cash Flow Analysis and comparable sale analysis

This category includes industrial office apartments hotels infrastructure and retail investments which are limited partnerships predominately

in the U.S The inputs are valued by internally generated Discounted Cash Flow Analysis compare sale analysis and periodic external appraisals

This category includes investments in energy industrial metals precious metals agricultural and livestock primarily through futures options

swaps and exchange traded funds

Fair value measurements at reporting date using

Quoted prices in

active markets Significant other Significant

for identical observable unobservable

December 31 2011 assets Level inputs Level inputs Level

Equity securities

U.S companies 315 215 100

International companies 312 80 232

Fixed income

U.S corporate bonds 1446 1446

International fixed income 173 173

Other fixed income

Private equity111 241 241

Real estae121 91 91

Insurance contracts

Cash equivalents 97 97

Commodities131 90 90

Total____________________L2 .2L 2041 337

This category includes venture capital leverage buyouts and distressed debt limited partnerships invested primarily in U.S companies The

inputs are valued by internally generated Discounted Cash Flow Analysis and comparable sale analysis

This category includes industrial office apartments hotels infrastructure and retail investments which are limited partnerships predominately
in the U.S The inputs are valued by internally generated Discounted Cash Flow Analysis comparable sale analysis and periodic external

appraisals

This category includes investments in energy industrial metals precious metals agricultural and livestock primarily through futures options

swaps and exchange traded funds

66 CORNING INCORPORATED 2012 Annual Report



Notes to Consolidated Financial Statements

The tables below set forth summary of changes in the fair value of the defined benefit plans Level assets for the years ended December 31 2012 nd 2011

in millions

1.evel assets

Year ended December 2012

Insurance

Real estate contracts

Beginr11nbatanC at December 31 2011 241 91

Actual return on plan assets relating to assets still held at the reporting date 26 11

Purchases sales and settlements

Transfers in and/or out of level 46

Ending balance at December 31 2012 221 103

Level assets

Year ended December 2011

Insurance

Private equity Real estate contracts

Beginning balance at December 31 2010 234 74

Actual return on plan assets relating to assets still held at the reporting date 27

Purchases sales and settlements

Transfers in and/or out of level 20 11

Ending balance at December 31 2011 241 91

Credit Risk Liquidity Risk

61% of plan assets are invested in long duration bonds The average rating

for these bonds is These bonds are subject to credit risk such that

decline in credit ratings for the underlying companies countries or assets

for asset-backed securities would result in decline in the value of the

bonds These bonds are also subject to default risk

Currency Risk
Cash Flow Data

ii% of assets are valued in non-U.S dollar denominated investments

that are subject to currency fluctuations The value of these securities

will decline ifthe U.S dollar increases in value relative to the value of the

currencies in which these investments are denominated

The following reflects the gross benefit payments that are expected to be paid for the domestic and international plans and the gross amount of annual

Medicare Part Dfederal subsidy expected to be received in millions

__________________________________ UUIUY PdVIIIJII

2013 208 73

2014 188 77

2QS.t .-
196 80

2016

Other Benefit Plans

198

Zol

1.101

We offer defined contribution plans covering employees meeting certain
eligibility requirements Total consolidated defined contribution plan expense

was $o million million and $46 million for the years ended December 31 20122011 and 2010 respectively

Private equity

12% of the securities are invested in Level securif les These are long-term

investments in privae equity and private real estate investments that

may not mature or be sellable in the near-term without significant loss

At December 31 2012 and 2011 the amount of Corning common stock

included in equity securities was not significant

We anticipate making voluntary cash contributions of approximately

$65 million to our domestic and international plans in 2013

2017

2018-2022

Expected benefit payments

Pension

benefits

Postretirement postretirement

benefits benefits

83

85

456 42
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14 Commitments Contingencies and Guarantees

The amounts of our obligations follow in millions

Amount of commitment and contingency expiration per period

years and

Total Less than year to years to years to 4years thereafter

Performance bonds and

guarantees 35 22

Credit facilities for equity

companies 50 25 25

Stand-by letters of credit111 57 57

Subtotal of commitment

expirations per period 142 104 28

Purchase obligations 89 37 21 11 11

Capital expenditure obligations12 240

Total debt131 3214 73 295 136 154 255k

Interest on long-term debt141 2853 160 165 151 144 2233

Minimum rental commitments 834 383 200 149 28 74

Capital leases3 216 205

Imputed interest on capital leases 135 12 12 12 12 .87

Uncertain tax positions151

Subtotal of contractual obligation

payments due by period 7.585 910 697 462 350 t16
Total commitments and

contingencies 7727 1014 725 467 350 5171

We are required at the time guarantee is issued to recognize Iiabiftty

for the fair value or market value of the obligation it assumes In the

normal course of our business we do not routinely provide significant

third-party guarantees Generally third-party guarantees provided by

Corning are limited to certain financial guarantees including stand-by

letters of credit and performance bonds and the incurrence of contingent

liabilities in the form of purchase price adjustments related to attainment

of milestone These guarantees have various terms and none of these

guarantees are individually significant

We have agreed to provide up to $50 million credit
facility

to Dow

Corning The funding of the Dow Corning credit facility will be required

only if Dow Corning is not otherwise able to meet its scheduled funding

obligations in its confirmed Bankruptcy Plan The purchase obligations

primarily represent raw material and energy-related take-or-paycontracts

We believe significant majority of these guarantees and contingent

liabilities will expire without being funded

Minimum rental commitments under leases outstanding at December 31 2012 follow in millions

2018 and

thereafter2013 2014 2015 2016 2017

383 200 149 28 20 54

Total rental expense was $80 million for 2012 $84 million for oii and $70 million for 2010

reconciliation of the changes in the product warranty liability for the year ended December 31
follows in millions

2012 2011

Balance atianuary 23 24

Adjustments for warranties issued for current year sales

Adjustmentsforwarranties relatedtóprioryearsªles 20
Settlements made duringthe currentyear

Balance at December 31 23

240

At December 31 2012 $41 million of the million was included in other accrued liabilities on our consolidated balance sheets

Capital expenditure obligations primarily reflect amounts associated with our capital expansion activities

At December 31 2012 billion was included on our balance sheet Total debt above is stated at maturity value

The estimate of interest payments assumes interest is paid through the date of maturity or expiration of the related debt based upon stated

rates in the respective debt instruments

At December 31 2012 $6 million was included on our balance sheet related to uncertain tax positions Ofthis amount we are unable to estimate

when $2 million of that amount will become payable
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Corning is defendant in various lawsuits including environmental

product-related suits the Dow Corning and PCC matters discussed in Note

Investments to the Consolidated Financial Statements and is subject to

various claims that arise in the normal course of business In the opinion of

management the likelihood that the ultimate disposition of these matters

will have material adverse effect on Cornings consolidated financial

position liquidity or results of operations is remote Other than certain

asbestos related claims there are no other material loss contingencies

related to litigation

Corning has been named by the Environmental Protection Agency the

Agency under the Superfund Act or by state governments under similar

state laws as potentially responsible party for
17

active hazardous waste

sites Under the Superfund Act all parties who may have contributed

any waste to hazardous waste site identified by the Agency are jointly

and severally liable for the cost of cleanup unless the Agency agrees

otherwise It is Cornings policy to accrue for its estimated liability related

to Superfund sites and other environmental liabilities related to property

15 Hedging Activities

owned by Corning based on expert analysis and continual monitoring

by both internal and external consultants At December 31 2012 and

December 31 2011 Corning had accrued approximately $21 million

undiscounted and $25 million undiscounted respectively for the

estimated liability for environmental cleanup and related litigation Based

upon the information developed to date management believes that the

accrued reserve is reasonable estimate of the Companys liability and

that the risk of an additional loss in an amount materially higher than

that accrued is remote

The ability of certain subsidiaries and affiliated companies to transfer

funds is limited by provisions of foreign government regulations affiliate

agreements and certain loan agreements At December 31 2012 the amount

of equity subject to such restrictions for consolidated subsidiaries was

not significant While this amount is
legally restricted it does not result

in operational difficulties since we have generally permitted subsidiaries

to retain majority of equity to support their growth programs

Corning operates in many foreign countries and is therefore exposed to

movements in foreign currency exchange rates The areas in which exchange

rate fluctuations affect us include

Financial instruments and transactions denominated in foreign currencies

which impact earnings and

The translation of net assets in foreign subsidiaries for which the

functional currency is not the U.S dollar which impacts our net equity

Our most significant foreign currency exposures relate to the Japanese

yen Korean won New Taiwan dollar and the Euro We manage our foreign

currency exposure primarily by entering into foreign exchange forward

contracts with durations of generally 18 months or less to hedge foreign

currency risk The hedges are scheduled to mature coincident with the

timing of the underlying foreign currency commitments and transactions

The objective of these contracts is to reduce the impact of exchange rate

movements on our operating results

The forward and option contracts we use in managing our foreign currency

exposures contain an element of risk in that the counterparties may be

unable to meet the terms of the agreements However we minimize

this risk by limiting the counterparties to diverse group of highly-rated

major domestic and international financial institutions with which we

have other financial relationships We are exposed to potential losses

in the event of non-performance by these counterparties However we

do not expect to record any losses as result of counterparty default

Neither we nor our counterparties are required to post collateral forthese

financial instruments

Cash Flow Hedges

Our cash flow hedging activities utilize foreign exchange forward and option

contracts to reduce the risk that movements in exchange rates will adversely

affect the eventual net cash flows resulting from the sale of products to

foreign customers and purchases from foreign suppliers Our cash flow

hedging activities also utilize interest rate forwards to reduce the risk of

changes in benchmark interest rate from the probable forecasted issuance

of debt Corning uses regression analysis to monitor the effectiveness

of its cash flow hedges both prospectively and retrospectively Corning

defers net gains and losses from cash flow hedges into accumulated

other comprehensive income on the consolidated balance sheet until

such time as the hedged item impacts earnings At December 31 2012

the amount of net losses expected to be reclassified into earnings within

the next 12 months is $54 million

Fair Value Hedges

In October of 2012 we entered into two interest rate swaps that are

designated as fair value hedges and economically exchange notional

amount of $550 million of previously issued fixed rate long-term debt to

floating rate debt Under the terms of the swap agreements we pay the

cou nterparty floating rate that is indexed to the one-month LIBOR rate

Net gains or losses recorded in the consolidated statement of operations

related to the Companys underlying debt and interest rate swap agreements

were not significant At December 31 2012 the fair value of the interest

rate swap agreements recorded in the other assets and other liabilities

line item and offset in the long-term debt line item of the consolidated

balance sheet were not significant There were no outstanding fair value

hedges in 2011

Each fair value hedge swap was entered into subsequent to the initial

recognition of the hedged item therefore these swaps do not meet the

criteria to qualify for the shortcut method Therefore Corning utilizes

the long haul method for effectiveness analysis both retrospectively and

prospectively The analysis excludes the impact of credit risk from the

assessment of hedge ineffectiveness The amount recorded in current period

earnings in the other income net component relative to ineffectiveness is

nominal forthe year
ended December 31 2012 There were no outstanding

fair value hedges in 2011 or 2010

Corning records net gains and losses from fair value hedges into the same

line item of the consolidated statement of operations as where the effects

of the hedged item are recorded

Undesignated Hedges

Corning uses other foreign exchange forward contracts that are not

designated as hedging instruments for accounting purposes The

undesignated hedges limit exposures to foreign currency fluctuations

related to certain monetary assets monetary liabilities and net earnings

in foreign currencies
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The following table summarizes the notional amounts and respective fair values of Cornings derivative financial instruments in millions

Asset derivatives Liability derivatives

Notional amount
Balance sheet

Fair value Balance sheet
Fair value

2012 2011 location 2012 2011 location 2012 2011

Derivatives designated as hedging

instruments

Other current Other accrued

Foreign exchange contracts 719 402 assets 57 liabilities

Benchmark interest rate 500 33

Interest rate swap 550

Derivatives not designated as

hedging instruments

Other current Other accrued

Foreign exchange contracts 1939 3094 assets 109 liabilities 10 122

Other

liabilities

Total derivatives 3208 3996 166 12 13 169

The following tables summarize the effect on the consolidated financial statements relating to Cornings derivative financial instruments in millions

Effect of derivative instruments on the consolidated financial statementS for the years ended December 31

Gain/loss reclassified

from accumulated OCI

____________________________________
into_income_effective

Location of gain

loss reclassified from

accumulated OCI into

income effective 2012 2011 2010

Fair value standards under U.S GAAP define fair value establish framework

for measuring fair value in applying generally accepted accounting principles

and require disclosures about fair value measurements The standards also

identify two kinds of inputs that are used to determine the fair value of

assets and liabilities observable and unobservable Observable inputs are

based on market data or independent sources.while unobservable inputs

are based on the Companys own market assumptions Once inputs have

been characterized the inputs are prioritized
into one of three broad levels

provided in the table below used to measure fair value

Fair value standards apply whenever an entity is measuring fair value

under other accounting pronouncements that require or permit fair value

measurement and require the use of observable market data when available

Gain/loss recognized in other

comprehensive income OCI21

Derivatives in hedging relationships 2012 2011 2010

Cash flow hedges

Sales

Interest rate hedge 15 33 Cost of sales 16 12

Foreign exchange contracts 85 28 68 Rylties 11 42 14

Total cash flow hedges 100 61 65 28 54 24

Net investment hedges

Foreign denominated debt

Other

Total net Investment hedges

Gain/loss recognized in income

Undesignated derivatives Location 2012 2011 2010

Foreign exchange contracts Other Income/expense net 175 127 291

Total undesignated 175 127 291

The amount of hedge ineffectiveness at December 31 2012 2011 and 2010 was insignificant

Certain amounts for prior periods were reclassified to conform to the 2012 presentation

i6 Fair Value Measurements
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The foIowing tables provide fair value measurement information for the Companys major categories of financial assets and liabilities measured on recurring

basis in millions

Fair value measurements at reporting date using

Quoted prices in

active markets for

December 31 2012 identical assets Level

Significant other observable Significant unobservable

inouts Level Inputs Level

Current assets

Short-term investments 1164 1155

Othrcurrentassets121 1Z
Non-cu rrent assets

Other assets131 35 $1

Current liabilities

Other accrued liabilities121 163 T63

Non-current liabilities

Other liabilities121

Short-term investments are measured using observable quoted prices for similar assets

Derivative assets and liabilities include foreign exchange contracts which are measured using observable quoted prices for similar assets and

liabilities

Other assets include asset-backed securities which are measured using observable quoted prices for similar assets

As of December 31 2012 and 2011 the Company did not have anyfinancial assets or liabilities that were measured on recurring basis using unobservable

or Level inputs

The following table provides fair value measurement information for the Companys major categories of financial assets and liabilities measured on

nonrecurring basis during the period in millions

Fair value measurements at reporting date_using

Quoted prices in

active markets for

identical assets

Level

Long-lived assets held and used related to certain assets used in the ion

exchange process for the production of large cover glass with carrying

amount of $82 million at December 31 2012 and were written down to their

fairvalue of $38 million resulting in an impairment charge of $.4 million

in 2012 which was included in earnings for the period At December 31

2011 the assets had carrying value of $237 million and were written down

to their fair value of $107 million resulting in an impairment charge of

$130 million in 2011 which was included in earnings for the period The

impairment charge was determined using market value approach to

fair value the asset base after indicators of thipairment were identified

The valuation methodology determined fair value by comparing market

transactions of similar assets as well as an evaluation of the fair value of

the underlying assets through the application of the cost approach and

income approach The cost approach determines current replacement

Short-term investments

Other current assets111

Non-current assets

Other asets121

Current liabilities

Currentassets .- .-

Other current liabilities111 13

1156 1156

166 166

13

Derivative assets and liabilities include foreign exchange contracts which are measured using observable quoted prices for similar assets and

liabilities

Other assets include asset-backed securities which are measured using observable quoted prices for similar assets

Fair value measurements at reporting date usinE

Quoted prices
in

active markets for

December 31 2011 identical assets Level

Significant other observable Significant unobservable

21
inDutsç.evel

Significant other

observable inputs

Level

Significant

unobservable inputs Total Gains

Level Losses

.$ .38 44

December 31 2012

Long-lived assets held and used 38

Fair value measurements at reporting date using

Quoted prices
in

active markets for Significant other Significant

identical assets observable Inputs unobservable Inputs Total Gains

December 31 2011 Level Level Level Losses

Long-lived assets held and used 107 107 .. .. 130
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cost adjusted for physical deterioration and the income approach starts

with the forecasts of all expected future cash flows including the eventual

disposition at market value of the long-lived assets and applies risk

adjusted discount rate The key assumptions used in these approaches

which requires significant management judgment include business

assumptions growth rate terminal value physical deterioration and

discount rate The Company believes its current assumptions and estimates

of the impairment are reasonable

Shareholders Equity

The following table presents changes in
capital

stock for the period from January 2010 to December 31 2012 in millions

Common stock Treasury stock

Shares Par value Shares Cost

Balance at December 31 2009 616 808 64 3fl
10Shares issued to benefit plans and for option exercises

Other net

Balance at December 31 2010 1626 813 65 1227

Shares issued to benefit plans and for option exercises 10

Shares purchased for treasury 55 779

Other net 11

Balance at December 31 2011 1636 818 121 2024

Shared issudto benŁft plans arid for option exercises 13

Shares purchased fortreasury 56 719

Other net 29
Balance at December 31 2012 1649 825 119 2773

Accumulated Other Comprehensive Income Loss

summary of the components of other comprehensive income loss including our proportionate share of equity method investees other comprehensive

income loss is as follows in millions

Unamortized

losses and

prior service

costs for post-

retirement

benefit plans

Balance at December 31 2009

Foreign currency

translation

adjustment

and other

Net unrealized Net unrealized Accumulated other

gains losses on gains losses on comprehensive

investments designated hedges income loss

808 1171 39 .401

Foreign currency translation adjustment
and other 566 566

Net unreatlzed gain on investments

Net unrealized loss on designated hedges 24 24

Net change in unrecgized

postrettrement benflt ptans 34 104

33 23Balance at December 31 2010 1374 1275

Foreign currency translation adjustment

and other 21

Net unrealized gain on investments

Net unrealized loss on designated hedges

43

21

Net change in unrecognized

postretirement benefit plans 109 109

Balance at December 312011 13$3 1384 29 29 $9

Foreign currency translation adjustment

and other 179 179

Net unrealized gain on investments 13 13

Net unrealized gain on designated hedges 47 47

Net change in unrecognized

postretirement benefit plans 92 92

a1anceat December 31 2012 1174 1476 16 18

Refer to the Consolidated Statement of Comprehensive Income for further information about the changes in each component Tax effects related to

each component of comprehensive income are included in Note Income Taxes to the Consolidated Financial Statements
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i8 Earnings Per Common Share

Basic earnings per common share are computed by dividing income attributable to common shareholders by the weighted-average number of common

shares outstanding for the period Diluted earnings per common share assumes the issuance of common shares for all potentially dilutive securities

outstanding

The reconciliation ofthe amounts used to compute basic and diluted earnings per common share from continuing operations follows in millions except per

share amounts

Years ended December 31

2012 2011 2010

Net Income Net income

attributable Weighted- attributable Weighted-

Per share to Corning average Per share to Corning average Per share

amount Incorporated shares amount Incorporated shares amount

1.16 2805 1562 1.80 3558 1558 2.28

Basic earnings per

common share 1728 1494

Effect of dilutive

securities

Employee stock

options and

awards 12 21 23

Diluted earnings per

common share 1728 1506 1.15 2805 1583 1.77 3558 1581 2.25

Years ended December 31

2012 2011 2010

Potential common shares excluded from the calculation of diluted earnings per share

Employee stock options and awards 43 29 _...

Total 43 29 43

19 Share-based Compensation

Stock Compensation Plans

We maintain long-term incentive plans the Plans for key team members

and non-employee members of our Board of Directors The Plans allow

us to grant equity-based compensation awards including stock options

stock appreciation rights performance share units restricted stock units

restricted stock awards or combination of awards collectively share-

based awards At December 31 2012 there were approximately 86 million

unissued common shares available for future grants under the Plans

The Company measures and recognizes compensation cost for all share-

based payment awards made to employees and directors based on estimated

fair values Fair values for stock options granted prior to January 12010

were estimated using lattice-based binomial valuation model In 2010

Corning began estimating fair values for stock options granted using

multiple-point Black-Scholes valuation model Both models incorporate

the required assumptions and meet the fair value measurement objective

The fair value of awards granted subsequent to January 12006 that are

expected to ultimately vest is recognized as expense over the requisite

service periods The number of options expected to vest equals the total

options granted less an estimation of the number of forfeitures expected to

occur prior
to vesting.The forfeiture rate is calculated based on 15 years of

historical data and is adjusted if actual forfeitures differ significantly from

the original estimates The effect of any change in estimated forfeitures

would be recognized through cumulative adjustment that would be

included in compensation cost in the period of the change in estimate

Total share-based compensation cost of $70 million $86 million and

$92 million was disclosed in operating activities on the Companys

Consolidated Statements of Cash Flows for the years ended December 31

2012 2011 and 2010 respectively

Net income

attributable

to Corning

Incorporated

Weighted

average

shares

The following potential common shares were excluded from the calculation of diluted earnings per common share because their inclusion would have been

anti-dilutive in millions
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Stock Options

Our stock option plans provide non-qualified and incentive stock options to purchase authorized but unissued or treasury shares at the market price

on the grant date and generally become exercisable in installments from one to five years from the grant date The maximum term of non-qualified

and incentive stock options is io years from the grant date

The following table summarizes information concerning options outstanding including the related transactions under the options plans for the year ended

December 31 2012

The aggregate intrinsic value market value of stock less option exercise

price in the preceding table represents the total pretax intrinsic value

based on the Companys closing stock price on December 31 2012 which

would have been received by the option holders had all option holders

exercised their options as of that date The total number of in-the-money

options exercisable on December 31 2012 was approximately 20 million

The weighted-average grant-date fair value for options granted for the

years ended December 31 2012 2011 and 2010 was $4.95 $9.22 and $8.56

respectively The total fair value of options that vested during the years

ended December 31 2012 2011 and 2010 was approximately $47 million

$s7 million and $63 million respectively Compensation cost related to

stock options for the years ended December 31 20122011 and 2010 was

approximately $37 million $48 million and $53 millipn respectively

As of December 31 2012 there was approximately $23 million of

unrecognized compensation cost related to stock options granted under

the Plan The cost is expected to be recognized over weighted-average

period of2years

Proceeds received from the exercise of stock options were $38 million

fortheyear ended December 31 2012 which were included in financing

activities on the Companys Consolidated Statements of Cash Flows The

total intrinsic value of options exercised for the years ended December 31

2012 2011 and 2010 was approximately $51 million $77 million and

$57 million respectively which is currently deductible for tax pyrposes

However these tax benefits were not fully recognized due to net operating

loss carryforwards available to the Company Refer to Note Income

Taxes to the Consolidated Financial Statements

An award is considered vested when the employees retention of the

award is no longer contingent on providing subsequent service the
non-substantive vesting period approach Awards to retirement eligible

employees are earned ratably each nonth that the employee prcMdes

service over the twelve months following the grant date and the related

compensation expense is recognized overthistweivenonth service

period or over the period from the grant date to the date of retirement

eligibility for employees that become age during the vesting period

Corning uses multiple point Black-Scholes model to estimatethe fair value

df stock option grants Corning utilizes blended approach for calculating

the
volatility assumption used in the multiple-point Black-Scholes model

defined as the weighted average of the short-term implied volatility the

most recent
volatility

for the period equal to the expected term and the

most recent 15-year historical volatility The expected term assumption

is the period of time the options are expected to be outstanding and is

calculated using combination of historical exercise experience adjusted

to reflect the Current vesting period of options being valud and partial

life cycles of outstanding options The risk-free rates used in the multiple-

point Black-Scholes model are the implied rates for zero-coupon U.S

Treasury bond with term equal to the options expected term The

ranges given below result from separate groups of employees ehibiting

different exercise behavior

The following inputs were used for the valuation of option grants under our Stock Option Plans

Expected volatility 48-49% 47-49%

Weighted-average volatility
48-49% 47-49% 48-49%

Dividend yield 2.28-3.31% tQ5-11O4 11L40%

Risk-free rate 0.8-1.3% 1.0-2.7% 1.5-3.2%

Average risk free rate 1.0-1.3% 1.3-2.6% 2-3.2%

Expected term in years 5.7-7.1

Pre-vestino deoarture rate 0.4-4.2% 0.4-3.9%

Granted

Weighted-average

remaining

Number of shares Weighted-average contractual

in thousands exercise price term in years

Options outstanding asof Decenbber 31 2011 65.Q27 15.91

7734 12.98

Exercised s.b

Forfeited and expired 1813 17.20

Options outstanding as of December 31 2012 64061 16.63 4.83 65024

Options expected to vest as of December 31 2012 63873 16.64 4.83 65018

Options exercisable as of December 31 2012 51SS3 16.79 3.94

Aggregate

intrinsic value

in thousands

2012 2011 2010

5.1-6.7 5.1-6.5

1.4-3.6%
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Incentive Stock Plans

The Corning Incentive Stock Plan permits restricted stock and stock unit

grants either determined by specific performance goals or issued directly

in most instances subject to the possibility of forfeiture and without

cash consideration Restricted stock and stock units under the Incentive

Stock Plan are granted at-the-money contingently vest over period of

generally ito io years and generally have contractual lives ofi to io years

The fair value of each restricted stock grant or restricted stock unit

awarded under the Incentive Stock Plans was estimated on the date of

grant for performance based grants assuming that performance goals

will be achieved The expected term for grants under the Incentive Stock

Plans is generally ito io years

Time-Based Restricted Stock and Restricted Stock Units

Time-based restricted stock and restricted stock units are issued by

the Company on discretionary basis and are payable in shares of the

Companys common stock upon vesting The fair value is based on the

market price of the Companys stock on the grant date Compensation

cost is recognized overthe requisite vesting period and adjusted for actual

forfeitures before vesting

The following table represents summary of the status of the Companys

nonvested time-based restricted stock and restricted stock units as of

December 31 2011 and changes during the year ended December 31 2012

Shares Weighted-average

000s grant-date fair value

Nonvested shares at

December 31 2011 4104 1.16

Granted 2299 13.00

Vested 951 18.19

Forfeited 89 16.25

Nonvested shares and share

units at December 31 2012 5363 15.97

As of December 31 2012 there was approximately $22 million of

unrecognized compensation cost related to nonvested time-based

restricted stock and restricted stock units compensation arrangements

granted under the Plan The cost is expected to be recognized over

weighted-average period of years The total fair value of time-based

restricted stock that vested during the years
ended December 31 2012

2011 and 2010 was approximately $13 million $15 million and $ii million

repectively Compensation cost related to time-based restricted stock

and restricted stock units was approximately $31 million $29 million

and $23 million for the years ended December 31 2012 2011 and 2010

respectively

20 Reportable Segments

Performance-Based Restricted Stock and Restricted Stock

Units

Performance-based restricted stock and restricted stock units are earned

upon the achievement of certain targets and are payable in shares of the

Companys common stock upon vesting typically over three-year period

The fair value is based on the market price ofthe Companys stock on the

grant date and assumes that the target payout level will be achieved

Compensation cost is recognized over the requisite vesting period and

adjusted ksr actual forfeitures before vesting During the performance

period compensation cost may be adjusted based on changes in the

expected outcome of the performance-related target

The following table represents summary of the status of the Companys

nonvested performance-based restricted stock and restricted stock units as

of December 31 2011 and changes during theyear ended December 31 2012

Shares Weighted-average

ooos grant-date fair value

Nonvested restcicted stock at

December 31 2011 5134 8.67

Granted

Vested 5134 8.67

Forfeited

drIU lWIfILWU WtJ UIIIL 4L

December 31 2012

The performance-based restricted stock and restricted stock unit

compensation program was terminated in 2010 All performance-based

restricted stbck and stock units were fully
vested in the first quarter of 2012

As of December 31 2012 there is no unrecognized compensation cost

related to nonvested performance-based restricted stock and restricted

stock unit compensation arrangements granted under the Plan The

total fair value of performance-based restricted stock that vested during

the years ended December 31 2012 2011 and 2010 was approximately

million $io million and million respectively Compensation cost

related to performance-based restricted stock and restricted stock units

was approximately $2 million $9 million and $14 million for the years

ended December 31 2012 2011 and 2010 respectively.

Our reportable segments are as follows

Display Technologies manufactures glass substrates for flat panel

liquid crystal displays

Telecommunications manufactures optical fiber and cable and hardware

and equipment components for the telecommunications industry

Environmental Technologies manufactures ceramic substrates and

filters for automotive and diesel applications This reportable segment

is an aggregation of our Automotive and Diesel operating segments as

these two segments share similar economic characteristics products

customer types production processes and distribution methods

Specialty Materials manufactures products that provide more than

iso material formulations for glass glass ceramics and fluoride crystals

to meet demand for unique customer needs

Life Sciences manufactures glass and
plastic labware equipment media

and reagents to provide workflow solutions for scientific applications

All other reportable segments that do not meet the quantitative threshold for

separate reporting have been grouped as All Other This group is primarily

comprised of development projects and results for new product lines
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Notes to Consolidated Financial Statements

We prepared the financial results for our reportable segments on basis that is consistent with the manner in which we internally disaggregate

financial information to assist in making internal operating decisions We included the earnings of equity affiliates that are closely associated with our

reportable segments in the respective segments net income We haveallocated certain common expenses among reportable segments differentlythan

we would for stand-alone financial information Segment net income may not be consistent with measures used by other companies The accounting

policies of our reportable segments are the same as those applied in the consolidated financial statements

The following provides historical segment information as described above

SEGMENT INFORMATION in millions

Display Telecom- Environmental Specialty

Technologies municatiqns Technologies Materials Life Sciences All Other Total

Fortheyearended

December 31 2012

2909 2130 964 1346 657 8012

Depreciation111 514 130 117 153 44 14 912

Amortization of purchased

intangibles 10 19

Research development and

engineering expenses121 103 138 100 144 22 114 631

Income tax_provision_benefit

Net income loss11 115 142

Investment in affiliated

companies at equity 3.262 17 30 262 3575

Segment assets161 9953 1435 1103 1707 552
351 15101

Capital expenditures 845 311 154 93 47 52 1502

Fortheyearended

December 31 2011

Net sales 3145 2072 998 1074 595 7890

Depreciation1 511 123 107- 156 34 ia 943

Amortization of purchased

intangibles 15

Research development and

engineering expenses121 91 125 96 137 19 g8 56

Restructuring impairment
and other credits131 130 129

Equity in earnings of

affiliated companies 1027 15 1050

Income tax provision benefit 501 82 58 24 29 39 607

Net income loss151 2349 195 121 36 61 2612

Investment in affiliated

companies at equity 3132 19 31 243 3429

Segment assets161 10.387 1201 1089 1455 4821

Capital expenditures 1304 195 174 348 57 ii6 2194

Net sales

Restructuring impairment

and other charges131

Equity in earnings of

affiliated companies141

21 39

692

367 58

1602 13s

54 119

17 710

57 69 14 52 513

31 a8 1947
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Notes to Consolidated Financial Statements

Display Telecom- Environmental Specialty

Technologies munications Technologies Materials Life Sciences All Other Total

or the yearended

Decembet31 2010

Net sales 3011 1712 816 578 508 6632

bepreciatIon1 513 118 105 72 32 12

Amortization of purchased

intangibles

Research development and

engIneeringexpenses 90 115 96 87 16 114 518

Restructuring impairment
and other charges131 324 329

4uity in earnings loss of

affiliated companies 1452

6i8 46 20

45 5- $O5

65i

7c

Income tax provision benefit 13 30

tincomeloss1 2993 92 43 32 60

Investment in affiliated

companies at equity 2766 19 34 238 3057

Segment assets161 9138 988 915 869 302 240 14S2

Capital expenditures 497 69 65 143 31 43 848

Depreciation expense for Cornings reportable segments includes an allocation of depreciation of corporate property not specifically
identifiable

to segment

Research development and engineering expenses include direct project spending that is identifiable to segment

In 2012 Corning recorded $44 million impairment charge in the Specialty Materials segment related to certain assets located in Japan used

for the production of large cover glass In 2011 Corning recorded $130 million impairment charge in the Specialty Materials segment related to

certain assets located in Japan used for the production of large cover glass In 2010 Corning recorded $324 million on the settlement of business

interruption and property damage insurance claims in the Display Technologies segment resulting from earthquake activity near the Shizuoka

Japan facility
and power disruption at the Taichung Taiwan facility

in 2009

In 2012 equity in earnings of affiliated companies in the Display Technologies segment included $18 million restructuring charge for our share

of costs for headcount reductions and asset write-offs In 2010 equity in earnings of affiliated companies in the Display Technologies segment

included $61 million credit for our share of revised Samsung Corning Precision Materials tax holiday calculation agreed to by the Korean

National Tax service

Many of Cornings administrative and staff functions are performed on centralized basis Where practicable Corning charges these expenses

to segments based upon the extent to which each business uses centralized function Other staff functions such as corporate finance human

resources and legal are allocated to segments primarily as percentage of sales

Segment assets include inventory accounts receivable property and associated equity companies and cost investments

For theyear ended December 31 2012 the following number of customers which individually
accounted for io% or more of each segments sales represented

the following concentration of segment sales

In the Display Technologies segment three customers accounted for 63% of total segment sales

In the Telecommunications segment one customer accounted for 12% of total segment sales

In the Environmental Technologies segment three customers accounted for 86% of total segment sales

In the Specialty Materials segment two customers accounted for 54% of total segment sales

In the Life Sciences segment two customers accounted for 38% of total segment sales

significant amount of specialized manufacturing capacity for our Display Technologies segment is concentrated in Asia It is at least reasonably

possible that the use of facility located outside of an entitys home country could be disrupted Due to the specialized nature of the assets it would

not be possible to find replacement capacity quickly Accordingly loss of these facilities could produce near-term severe impact to our display business

and the Company as whole
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reconciliation of reportable segment net income loss to consolidated net income loss follows in millions

Years ended December

Other nonurrerit assets

Total assets $29375
Includes current corporate assets primarily cash short-term investments and deferred taxes

Represents corporate investments in affiliated companies at both cost and equity primarily Dow Corning Corporation

Represents corporate property not specifically identifiable to an operating segment

Includes non-current corporate assets pension assets and deferred taxes

2012 2011 2010

Netcomeofreportablesegments 2045 2690 312

Net loss of All Other 98 78 75

Unallocated amounts

Net financing costs111 196 190 183

Stock based compensation expense 70 86

Exploratory research 89 79 59

Corporate contnbutions 44 48 33

Equity in earnings of affiliated companies net of impairments121 82 421 453

Asbestos litigat1on1 14 24 40

Other corporate items141 112 199 336

Net Income 728 805 3$
Net financing costs include interest expense interest income ard interest costs and investment gains and losses associated with benefit plans

Equity in earnings of affiliated companies net of impairments is primarily equity in earnings of Dow Corning which includes the following

items

In 2012 restructuring and impairment charges in the amount of $87 million $81 million after tax for our share ofa charge related to workforce

reductions and asset write-offs at Dow Corning and $io million $g million aftertax credit for Cornings share of Dow Cornings settlement

of dispute related to long term supply agreements

In 2011 $89 million credit for our share of Dow Cornings settlement of dispute related to long term supply agreements and

In 2010 $21 million credit for our share of U.S advanced energy manufacturing tax credits and $26 million credit for our share of release

of valuation allowances on foreign deferred tax assets Corning also recorded $i6 million credit for our share of excess foreign tax credits

from foreign dividends

In 2012 Corning recorded charges of $14 million to adjust the asbestos
liability

for the change in value of the components of the Amended PCC

Plan In 2011 Corning recorded charges of $24 million to adjust the asbestos
liability

for the change in value of the components of the Amended
PCC Plan In 2010 Corning recorded net credit of $49 million primarily reflecting the change in the terms of the proposed asbestos settlement

Other corporate items include the tax impact of the unallocated amounts and the following significant items

In 2012 Corning recorded $52 million translation gain on the liquidation of foreign subsidiary loss of $26 million $17 million after tax

from the repurchase of $13 million principal amount of our 8.875% senior unsecured notes due 2021 $11 million of our 8.875% senior unsecured

notes due 2016 and $i million principal amount of our 6.75% senior unsecured notes due 2013 and $37 million tax expense resulting from

the delay of the passage of the American Taxpayer Relief Act of 2012 until Jan 2013 that will be reversed in the first quarter of 2013

In 2011 Corning recorded $41 million tax benefit from the filing of an amended 2006 U.S Federal Tax return to claim foreign tax credits

In 2010 Corning recorded loss of $30 million $19 million after tax from the repurchase of $126 million principal amount of our 6.2% senior

unsecured notes due March 15 2016 and $ioo million principal amount of our 5.9% senior unsecured notes due March 15 2014

reconciliation of reportable segment net assets to consolidated net assets follows in millions

Years ended December 31

2012 2011 2010

Total assets of reportable segments 14750 14495 12212

Non-reportable segments 351 396 240

Unallocated amounts

Current assets111 7300 6602 7152

lnvestment$ 340 1298 1315

Property net131 1494 283 255

4140 3774 36S9

27848 25833
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Information concerning principal geographic areas was as follows in millions

Notes to Consolidated Financial Statements

Net sales Net sales Net sales

North America

United States 1859 6771 1676 6087 1564 4969

Canada 246 229 199

Mexico 24 87 26 78 42 95

Total North AmerIca 2129 6858 1931 6165 1805 5064

Asia Pacific

Japan 751 1949 1252 2210 1068 2368

Taiwan 1708 2836 1850 3341 1891 2850

China 2103 1215 1550 764 756 314

Korea 94 3342 101 3357 72 2946

Other 243 84 145 11 127 11

Total Asia Pacific 4899 9426 4898 9683 3914 8489

Europe

Germany 264 139 318 134 270 121

France 57 267 65 197 54 195

United Kingdom 134 14 124 118

Other 274 550 263 273 239 241

Total Europe 729 970 770 604 681 561

Latin America

Brazil 29 29 28

Other 33 25 25

Total Latin America 62 54 53

All Other 193 35 237 25 179 25

Total 8012 17296 7890 16484 6632 14139

Long-lived assets primarily include investments plant and equipment goodwill and other intangible assets Assets in the U.S and Korea include

investments in Dow Corning Corporation and Samsung Corning Precision Materials

21 Subsequent Events

In February 2013 the Company obtained authorization from the Board of Directors to execute series of foreign exchange contracts over two year

period to hedge our exposure to movements in the Japanese yen and its impact on our earnings The Companys execution of these contracts will

be dependent upon market conditions The foreign exchange contracts will not be designated derivatives and will be marked to market through the

other income line of the consolidated statements of income
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Valuation Accounts and Reserves

in millions

Net deductions Balance at end

and other ofYear ended December 31 2012

Doubtful accounts and allowances

Deferred tax assets valuation allowance 219 210

Axumulatedamortizationofpurchasedintangibleassets 135 19 154

Reserves for accrued costs of business restructuring 10 52 20 42

Balance at Net deductions Balance at end

Year ended December 31 2011 beginning of period Additions and other of period

Doubtful accounts and allowances 20 19

Deferred tax assets valuation allowance 214 15 10 219

Actumulated amortization ofpurchasØd intangible assets 221 15 101 15

Reserves for accrued costs of business restructuring 27 17 10

Balance at Net deductions Balance at end

Year ended December 31 2010 beginning of period Additions and other of period

Doubtful accounts and allowances 20 20

Deferred tax assets valuation allowance 245 31 214

Accumulated amortization of purchased intangible assets 217 221

Reserves for accrued costs of business restructuring 100 73 27

Additions

26

Balance at

beginniof period

19
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Quarterly Operating Results

Unaudited In millions except per share amounts

2012 First quarter Second quarter Third quarter Fourth quarter Total year

Net sales 1920 1908 2038 2146 8012

Gross margin
814 797 879 907 3397

Restructuring impairment and other credits
133 133

Asbestos litigation charges

14

Equity in earnings of affiliated companies
218 259 240 93 810

Provision for income taxes 111 93 87 98 389

Net income attributable to Corning

Incorporated
462 462 521 283 1728

Basic earnings per common share 0.30 0.31 0.35 0.19 1.16

Diluted earnings per common share 0.30 0.30 0.35 0.19 1.15

2011 First quarter Second quarter Third quarter Fourth quarter Total year

Net sales 1923 2005 2075 1887 7890

Gross margin
874 889 978 825 3566

Restructuring impairment and other charges
129 129

Asbestos litigation charges
24

Equity in earnings of affiliated companies 398 428 324 321 1471

Provision for income taxes 114 123 110 61 408

Net income attributable to Corning

Incorporated
748 755 811 491 2805

Basic earnings per common share 0.48 0.48 0.52 0.32 1.80

Diluted earnings per common share 0.47 0.47 0.51 0.31 1.77
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Annual Meeting

The annual meeting of shareholders will be held on Thursday

April 25 2015 in Corning NY formal notice of the meeting
and

proxy statement will be mailed to shareholders on or

about March 11 013 The proxy statement can also be ac

cessed electronically through the Investor Relations page of the

Corrung wehsite at www.corning.com and at wwwcorning
com/2o13 proxy summary report of the proceedings at the

annual meeting will be available without charge upon written

request to Linda Jolly Corporate Secretary Corning Incorpo

rated HQ-E2-lo Corning NY 14831

Additional Information

copy of Cornings 2012 Annual Report on Form io-K filed

with the Securities and Exchange Commission SEC is avail

able without charge to shareholders upon written request to

Corporate Secretary Corning Incorporated HQ-E2-lo Corning
NY 14831 The arirrual report proxy statement Form b-K
arid other information can also be accessed electronically

through the nvestor Relations page of the Corning website

at www.corning.com

Investor Information

Investment analysts and investors who need additional

information may contact Ann Nicholson Director Investor

Relations Corning Incorporated HQ-E2-25 Corning NY 14831

Telephone 607.974.9000

Common Stock

Corning Incorporated common stock is listed on the New York

Stock Exchange In addition it is traded on the Boston Midwest

Mcif arid Philadelphia stock exchanges Common stock

options are traded on the Chicago Board Options Exchange
The ticker symbol for Corning Incorporated is GLW

Transfer Agent Registrar

Computershare rust Company
250 Royall Street Mail Stop 1A

Ca nton MA 02021

telephone Son 55.0461

Website www.cornputershare.com/contactus

Independent Auditors

PricewaterhouseCoopers IL

3oo Madison Ave

New York NY 10017

Executive Certifications

Corrring submitted its 2012 Annual CEO Certification to NYSE

on compliance wtb NYSE corporate governance listing

standards and filed with the SEC its Sarbanes Oxley Act 301

Certifications as exhibits to its most recent Form 10-K

Safe Harbor Statement

Under the Private Securities Litigation Reform Act of 1995

The statements in this Annual Report that are not historical

facts or information are forward-looking statements These

forward-looking statements involve risks and uncertainties that

may cause the outcome to be materially different Such risks

and uncertainties include but are not limited to

Global business economic and political conditions

conditions in the financial and credit markets

tariffs import duties tax rates and
currency fluctuations

product demand and industry capac.ity

competition and pricing

sufficiency of manufacturing capacity and efficiencies

availability and costs of critical components and materials

new product development and commercialization

order activity and demand from
major customers

fluctuations in spending by customers and pricing

disruptions in commercial activities due to terrorist activity

armed conflict cyber attack political or financial instability

natural disasters or major health concerns

new plant start-up or restructuring costs

effect of
regulatory or legal developments

adequacy and availability of insurance

capital resource and cash flow activities

ability to pace capital spending to customer demand
credit rating and ability to obtain financing and capital

financial risk management

capital spending

equity company activities

interest costs

restructuring goodwill and intangible asset

impairment charges

acquisition and divestiture activities

rate of technology change

level of excess or obsolete inventory

ability to enforce patents

adverse litigation or regulatory developments

product materials and components performance issues

retention of key personnel

stock price fluctuations

rate of substitution by end-users purchasing LCDs

downturn in demand for LCD glass substrates

customer ability to maintain profitable operations

and obtain financing to fund expansions

fluctuations in supply chain inventory levels

movements in foreign exchange rates

adverse weather conditions and earthquakes and

other risks detailed in Cornings SEC filings

Neither this report nor any statement contained herein is fur

nished in connection with anyofferirrgof securities orforthe

purpose of promoting or influencing the sale of securities

Trademarks

number of Corning trademarks
appear throughout this

annual report For complete listing of Cornings registered

trademarks visit
www.corning.com/IegaI/Iegainotices.aspx

Corning is an equal opportunity employer

Printed in the USA
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Election of Directors

Our Board urrently consists of directors ot whc are irrdep
tnt

two are management directors and Dr Burns who as rorerit formei

executive officer of Dow Corning Corporation is not independent

At our 20i3 Annual Meeting all cc rrtinoing dirc ctors wills and for election

for terms expi rig
at the next Annual Meeting ff Sharehoders ach

Me sIc BoSs Canning Clark Flaws and Landgraf and Drs Burns Riernan

ar ii Wnghton weie Clected by Cornings
shareholders at the 2012 Anr ua

ting taeh of Mc rs un look and Week were leetei ay

Cc rnings sharef elders on April 23 acio arid Ii ii term expire at the cr3

Anne Il eetinf Mr Martn ivas aff
ointed by orreng Ic rid ci lire clors

on Fe brrrary 2013 Mr ci
it tc p5 fc rt in ur Cc rporatr

Governar cc Cuidl nec Mr Cc ff or fuding ill ott thr Ice rds

mandatory retirer rent age
this year

and will mit st rrrd Ic herr 10

Boa cpre sees sincere gratitude to Mr Cui md Dr Roding to their

Cxtr rordinary service for more Ira year arid ij ye am respcti clv

Board of Directors Quallfications and Experience

tic minimum qua ifications arid attributes that the Nominating arid

tomporate Ocivernance Committee believes rust be posessed by

rr etor nominee may include

Character and the ability tcr apply good busr mess judgment

Abii.tyto iori his/her duties of loyalty rd care

Proven leader hip skills

iversrty of experience

High integrity arrd eth cc

Ability
to or derstand cnrnpl principle of husinw and brian

Scientihe experti an

familiarity witir nationC land international issues affecting busrrre sses

Our Board is comprised
of accomplished professior als who go sess

divers areas of expertise including riitronal and inter itic rrl business

operations manufacturing finance and investing energy marialCenre nt

entrepreneurship government higher education and science resear

and tech lology While Corning does riot nave formal daersity poliro

with espectt lirector nominations we believe that tire diversity
of skill

know edge opinions arid fields of expcdrse rep eserrted on ur Board is uric

If it core strngt is Whr identifying an lecting director nc minces

th Nominating arid Corporate C1overnrance Commi tee eonsrde th

impact norrrrrer we uld have in termsof increasing the dive rsey ci the

Board with respect to professional ex erie rice backg ound viewoi its

skill and areas of expertise We believe that the re crlting diversity of

directors al ows the Board to engage
inc rndrd and challenging dis 11Cr ions

in ervrce of the Sest dcci loris for the ni aniy
arid its shareholdcr

diversity of an directors skills enables each dire ctor an opportunity

to rovide specitr
Ic adersh in his en espc live of exp tsr

In tfre context cit the Boards cc ds the ippr pm rate ox of director

corapetencres
and cxpericnces evolves for ornrrrg over tim In an

effort to increase dive srty the Nonrinatin Cci porate ov rn 10CC

ornrnrttee in working with the Boar mIsc err Cl ers drvirsty of rice

gender and rr
mtional rrgr

aT potc nit al di etc ear cldatc We be Ii ye

our cIrrector wide range at prose ssr nal ex ci icr ii
hac Lgrco mCi

ducationm and skill has proven to beef Cnmrficant vale to the orrip roy

and we rite rn to cor tirrue levC
ragrrrf

thC tr pth

Al ol the direc or rrc ri eec ci ct cl ber it the tea ire ctor

except for Mr Martin who was den third by lie im
mina

ri5
mdc

Irpc
mate

Gcvernlrrce Commuter and mp rrrtrd by the Board of Dimect ar in

ebruary aoi the Nomiriat op md oipoi
atu vemnarice OCT11 ettec

retain the as stance ot third party me cr urti mm ist nr lcntity rig

Inid evaluating potental mm Ice ncr it Ic ns rpm pm
lie

lilt the norriiric
ii icc entcd beii ed Mis proxy sta nicmut

and tn erve iso dire tel if nc etc Ita none ee is riot ible foci rye proxy

Ire Idens II vet your hires the sub titote mmiii re er ye
rave

withheld cmotl ority
We rave ode he iw nta crc rmn ition ab of the

nrc mince fc dec tic is di cc ton rid lied ci ho wi1 clii in mm

office aftertlre Anneal Mcetr ng
the Ho irc of Ore toi Ira cor iodm that

time skulls qoalutcat ens and pe mc ire mtm cac thee inc ct nc no rue

arid ontinmuimig
ctrrectc rs ceipports

such cenir Inc cc mm muM

xc roberstuip on tf cimf ar Bc mmcl ct D.me te
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Corpoeste Govern nc

Belt hr pr forr rat abl it ri cc
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Corporate Governance

Extensive executive management expene ice blft
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Corporate Governance

Structure and Role of the Board

Corporate Governance Guidelines

Our business property and affairs are managed by or are under the The Board has adopted set of Corporate Governance Guidelines that

direction of the Board of Di rectors pursuant to New York Business address the make-up and functioning of the Board copy of these guidelines

Corporation Law and our By-Laws Members of the Board of Directors can be found on our website at www.corning.com/investor_relatlonsI

are kept informed of Cornings business through discussions with the corporate_governance/board_download..Jibia1Ya5Px

Chairman Chief Executive Officer and President the Vice Chairman

and Chief Financial Officer and other key members of management by

reviewing materials provided to them and by participating in meetings

of the Board of Directors and its committees

Board Leadership Structure

Our Board through our Corporate Governance and Nominating Committee Our Board of Directors is currently comprised of 11 independent directors

annually assesses its leadership structure to ensure that the most efficient underthe New York Stock Exchange NYSE listing requirements one non-

and appropriate structure is in place As result we currently have independent director plus two management directors Two independent

structure which combines the roles of Chief Executive Officer and Chairman directors Mr Gund and Dr Ruding will retire at the 2013 Annual

and we also designate an independent Lead Director We believe that Meeting of Shareholders All of ourdirectors are highly accomplished and

having Mr Weeks serve as both Chief Executive Officer and Chairman experienced in their respective fields with demonstrated leadership in

demonstrates to our investors employees suppliers customers and other significant enterprises
and

familiarity
with board processes For additional

stakeholders that the Company is under strong leadership with single information about the backgrounds and qualifications
of our directors

person setting the tone and having primary responsibility for managing see Our Director Nominees in this proxy
statement

our operations
This unity of leadership eliminates the potential for

Our Board has six standing committeesAudit Compensation Corporate

confusion or duplication of efforts and provides clear leadership for the
Relations Executive Finance and Nominating and Corporate Governance

Company We believe that the Company is well-served by this structure
Three of the committees are comprised solely

of independent directors Four

of the committees have separate independent chair and the Executive
at the present time

Under the current structure our Corporate Governance Guidelines provide Committee has five independent directors and two management directors

that the Board will designate and utilize Lead Director Mr Gund served as members The chair of each of these committees is responsible for

as Lead Director from April 2012 to February 2013 Due to Mr Gunds directing the committee in fulfilling
its responsibilities see Meetings

impending mandatory retirement Mr Clark was elected Lead Director in and Committees of the Board in this proxy statement

February 2013 The Lead Director plays an important role in our corporate
In February 2013 as part of our annual review of corporate governance

governance structure The Lead Directors responsibilities
include presiding

and succession planning the Board led by the Nominating and Corporate

at meetings ofthe Board at which the Chairman is not present including
Governance Committee re-evaluated our Board leadership structure to

executive sessions of the independent directors serving as liaison between

the Chairman and the independent directors convening meetings of the
assess whether it remains optimal for the Company and its shareholders

The Board determined that the current Board leadership structure is

directors consulting with the Chairman on matters relating to corporate
working well and facilitates effective communication oversight and

governance facilitating the CEO performance review and management

succession and when requested by major shareholders ensuring that
governance

of the Company while allowing independent decision making

as appropriate We believe our current leadership structureunder which

he is available for consultation and direct communication The Chairman
our Chief Executive Officer serves as Chairman of the Board four of the

consults with the Lead Director in advance of each Board meeting to

six Board committees are chaired by independent directors and our Lead

obtain his comments suggestions and approval for the meeting schedule
Director assumes specified responsibilities on behalf of the independent

and timing for each agenda and for the types of information to be sent
directorsremains the optimal board leadership structure for the Company

to the Board and our shareholders

Executive Sessions of Independent Directors

Non-management Board members meet without management at each regularly scheduled Board meeting Independent Board members also meet

separately at least once year Additional meetings may be called by the Lead Director in his discretion or at the request of the Board The Lead Director

Mr Clark presides over meetings of the non-management directors

CORNING INCORPORATED 2013 Proxy Statement 17



Corporate Governance

Board Risk Oversight

Corning has comprehensive risk management program that engages
the Companys management/leadership and Board Since 2004 the

Company has employed an Enterprise Risk Management program ERM
that was modeled on the COSO II framework COSO is the Committee

of Sponsoring Organizations of the Treadway Commission voluntary

private-sector organization established in the United States dedicated

to providing guidance to executive management and entities on critical

aspects of organizational governance business ethics internal control

enterprise risk management fraud and financial reporting Cornings
ERM is company-wide effort that involves the Board management and

Corning staff in an integrated effort to identify assess and
manage risks

that may potentially affect the Company Risk Council chaired by our

Vice Chairman and Chief Financial Officer Mr Flaws and composed of

Corning management and staff is core governance element of the ERM

The Risk Councils activities include aggregating prioritizing
and assessing

risks including financial operational business reputational governance
and managerial risks The Risk Council assists each of our businesses in

identifying its applicable risks and determines whether such risks are

material at the Company level Each business is responsible for managing
its identified risks as we believe the local business teams are in the

best position to identify and manage their risks We believe this central

oversight of and assistance to the business teams is the most effective

way to manage the Companys risks The Risk Council reports directly to

the management committee of the Company and provides reports on

the Companys risk management process and its top risks periodically to

both the Audit and Finance Committees

Additionally our Compliance Council chaired by the Senior Vice President

and General Counsel provides the Risk Council with the results of its review

of the Companys compliance with laws and regulations of the countries

in which we conduct business The Compliance Council reports directly

to each of the Audit Committee and Corporate Relations Committee

We also perform comprehensive risk assessment related to our internal

controls This assessment includes interviews with senior management
and financial leaders as well as evaluation of Risk Council findings audit

results current business
priorities and the economic environment The

assessment results are used to establish our internal audit plan conduct

internal audits and perform any resulting remedial actions The assessment

and internal audit results are key part of our Sarbanes-Oxley compliance

program for internal controls The Audit Committee reviews the results of

the risk assessment annually and the results of our internal audits quarterly

The Audit Committee annually reviews comprehensive report on the

Companys ERM processes In accordance with NYSE requirements our

Audit Committee is responsible for company policies with respect to risk

Communications with Directors

assessment and risk management and to review contingent liabilities

and risks that may be material to Corning as well as major legislative

and regulatory developments that could materially impact Cornings

contingent liabilities and risks Regularly the Audit Committee reviews

and discusses certain risks facing the Company including legal issues

employee matters information technology security and governmental

regulation and legislation among other things Our Finance Committee

pursuant to its charter reviews regularly the top risks identified by the

ERM process and strategies for managing exposure to specific financial

economic and hazard risks Each of the Audit and Finance Committees
chairman reports to the entire Board of Directors regarding their risk

management review and any significant items identified In addition

each of our Board committees considers the risk exposures within its

areas of responsibility For example our Corporate Relations Committee

reviews potential risk exposures in the environmental health safety

employment and product liability areas

The full Board provides additional risk oversight in numerous ways
including the following

Eachyear priorto its approvalofthe annual budget and long-term plan

the Board reviews the potential risks which could negatively impact
the proposed budget and plan This review includes the types of risks

as well as pessimistic and worst case scenarios should the identified

risks be realized

The Board frequently reviews the Companys Strategic Framework and

any risks which might negatively impact it

Prior to approving any significant investment or divestiture actions by

the Company the Board reviews detailed proposal identifying the

rationale and risks involved in such action

The Board regularly receives written reports covering environmental

safety and health and human resources matters

At leastfourtimes eachyearthe Board attends Technologywiththe
Board sessions which allow the directors to review and discuss current

research and development projects and thereby assess risks related to

the Companys technology and intellectual property developments

The full Board also engages in periodic discussions regarding risks with

our Chief Executive Officer Chief Financial Officer and other company
officers as it deems appropriate

We endeavor to keep the Board fully apprised of risks facing the Company
and believe that our directors provide effective oversight of the risk

management function We believe the Boards risk oversight function

allows our directors to make well-informed decisions and increases the

effectiveness of the Companys leadership structure

Shareholders and interested parties may communicate concerns to any
director committee member or the Board by writing to the following

address Corning Incorporated Board of Directors Corning Incorporated

One Riverfront Plaza MP HQ E2 10 Corning New York 14831 Attention

Corporate Secretary Please specify to whom your correspondence should

be directed The Corporate Secretary has been instructed bythe Board to

promptly forward all correspondence except advertising spam junk mail

and other mass mailings product inquiries and suggestions resumes

surveys or any unduly hostile threatening or illegal materials to the

relevant director committee member or the full Board as indicated in

the correspondence
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Corporate Governance

Independent oversight bolsters our success director is considered

independent under NYSE rules if our Board determines that the director

does not have any direct or indirect material relationship with Corning

Our Corporate Governance Guidelines require
that the Board make an

annual determination regarding
the independence of each of our directors

The Board made these determinations on February 62013 based on an

annual evaluation performed by and recommendations made by the

Nominating and Corporate
Governance Committee The Board of Directors

has determined that Messrs Canning Clark Cummings Gund Landgraf

Martin and Tookes and Drs Brown Rieman Ruding and Wrighton are

independent within the meaning of the rules of the New York Stock

Exchange based on its application
of the standards set forth in our

Corporate Governance Guidelines specifically
the Board determined

that these 11 directors were independent because no relationship was

identified that would automatically bar them from being characterized

as independent and any relationships identified were not so material as

to impair their independence

In making this determination the Board considered among other things

the following relationships each of which it determined were not material

Until February 14 2013 Dr Brown was director ofVarian Medical

Systems Inc which in the last three fiscal years
has purchased and

sold less than $1912900 with Corning

Mr Canning is on the board of Exelon Corporation which acquired

Constellation Energy by merger on March 12 2012 Constellation has

been an energy supplier to Corning facilities for several years Corning

paid $5200000 $7000000 and $11200000 million to Constellation

Energy in 2010 2011 and 2012

Mr Cummings is an employee
of iPMorgan Chase Co JPM He

is not JPM section i6 executive officer under the SEC or NYSE rules

JPM and its affiliates provide
various investment banking services

including underwriting commercial lending and banking and other

financial advisory services including provision
of credit facilities to

Corning and its affiliates Cornings fees to JPM were approximately

$4200000 $2600000 and $14600000 for each 2010 2011 and

2012 respectively Mr Cummings has no personal
involvement in JPM

services provided to or fees paid by Corning

Mr Martin is partner of Patton Boggs LLP law firm Patton Boggs

Patton Boggs has previously provided professional services to Corning

on various matters Corning paid the firm approximately $255000

$42900 and $110000 in each of 20102011 and 2012 Corning ended its

relationship with Patton Boggs in 2012 and has agreed to discontinue

its retention of the firm during Mr Martins tenure as director

The Board of Directors held i8 regularly
scheduled meetings and two special

meetings during 2012 Overall attendance at such meetings was 98.51%

Each director attended 75% or more of the aggregate of all meetings of

the Board and the committees on which he or she served in 2012

Mr Tookes is director of BBA Aviation plc
British public company

the parent company of Signature Flight Support SF5 company
that

provides aviation support services to corning In the last three fiscal

years SFS has provided services to Corning in an aggregate amount

of approximately $100000

Dr Wrighton isa director of Cabot Corporation company which sold

products to Corning in an aggregate amount of approximately $705600

in 20102011 and 2012 and Brooks Automation company
which sold

an aggregate
of approximately $186300 ifl products to Corning in the

last three fiscal years
Both Cabot Corporations sales to and purchases

from Dow Corning Corporation DCC were below $60200000 for

each of the last three fiscal years DCC which is o% owned by each

of Corning and The Dow Chemical Company is not controlled by

Corning and has separate board of directors

In determining that each of each of Messrs Brown Canning Cummings

Martin Tookes and Wrightons above relationships are not material the

Board considered the fact that such relationships arise only from their

position as an employee or director of the respective companies that such

director has no direct or indirect material interest in any ofthe transactions

between Corning or its affiliate as the case may be and the respective

company that none is Section i6 executive officer of these companies

that such director had no role or financial interest in any decisions about

any of these transactions and that such relationship would not bar

independence
underthe NYSE Listing standards or Cornings Director

Qualification Standards

The Board concluded that based on all of the relevant facts and

circumstances none of the above relationships constituted material

relationship with Corning that represents potential
conflict of interest

or otherwise interferes with the exercise by any of these directors of his

or her independent judgment
from management of Corning

Messrs Flaws and Weeks are not independent because they are each

executive officers of Corning

Dr Burns was an executive officer of Dow Corning Corporation which

is o% owned by Corning until her December 31 2011 retirement and

so is not an independent director

Each member of the Boards Audit Compensations and Nominating and

Corporate Governance Committees independent within the meaning

of the NYSE Listing Standards Securities Exchange Act Rule loA-3 and

Cornings Director Qualification Standards

Our Corporate
Governance Guidelines provide that each director will

make every effort to attend the Annual Meeting of Shareholders All of our

current directors who were members of our Board at the time attended

the 2012 Annual Meeting
of Shareholders

Director Independence

Commitmentof our Board Attendance at 2012 Meetings
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Our Board Committees

In addition to an Executive Committee which is specified in the By-Laws
and acts by delegation Corning has five

standing Board committees
Audit Compensation Corporate Relations Finance and the

Nominating
and Corporate Governance Committees Each committees written

The Audit Committee met
13 times during 2012 The current members of

the Audit Committee are Messrs Landgraf Chair and Martin and Drs
Rieman Ruding and Wrighton The Audit Committee

Assists the Board of Directors in its oversight of the integrity of

Cornings financial statements ii the internal auditors performance
and iii Cornings compliance with

legal and regulatory requirements
Meets in executive sessions with the independent registered public

accounting firm internal auditors and management
Approves the appointment of Cornings independent registered public

accounting firm

Reviews and discusses with the independent registered public accounting
firm and the internal auditors the effectiveness of Cornings internal

control over financial
reporting including disclosure controls

Reviews and discusses with management the independent registered
public accounting firm and the internal auditors the

scope of the
annual audit

Audit Committee Financial Experts

The Compensation Committee met nine times during 2012 The current
members of the

Compensation Committee are Dr Riernan Chair and
Messrs Brown Clark Gund Landgraf and Tookes The Compensation
Committee

Reviews Cornings goals and objectives with respect to executive

compensation

Evaluates the CEOs performance in
light of Cornings goals and objectives

Determines and
approves compensation for the CEO and other officers

of Corning

Reviews and approves employment severance and change in control

agreements for the CEO and other officers of
Corning

Recommends to the Board the
compensation arrangements with non-

management directors

Oversees Cornings equity compensation plans and

Makes recommendations to the Board regarding non-equity incentive

and equity incentive plans

Compensation decisions for executives including the Named Executive

Officers the five executive officers of the Company listed in this
proxy

statement and the directors are reviewed and approved bythe Compensation
Committee The Compensation Corn mittee has administrative and/or

charter as reviewed annually and adopted by the Board of Directors is

available on Cornings website at

corporate governance/boa rd_down load Ii brary.aspx

The Committee
memberships below are as of February 72013

Reviews the
quarterly and annual financial statements and other reports

provided to shareholders with management and the independent
registered public accounting firm

Discusses company policies with respect to risk assessment and risk

management and reviews contingent liabilities and risks that maybe material to Corning as well as major legislative and regulatory
developments that could

materially impact Cornings contingent
liabilities and risks

Oversees the independent registered public accounting firms
qualifications independence and performance

Reviews transactions between Corning and related
persons that are

required to be disclosed in our filings with the SEC and

Determines the
appropriateness of and approves the fees for audit

and permissible non-audit services to be provided by the independent
registered public accounting firm

oversight responsibility to compensate key executives
effectively and in

manner consistent with our stated compensation strategy The Compensation
Committee has engaged an independent executive compensation expert
from Aon Hewitt an outside global human resources consulting firm to
conduct review and comment on its total compensation program for
executives The independent expert supportsthe Committee by providing
data regarding market practices and makes recommendations for changes
to plan designs and policies that are consistent with the Companys
compensation philosophy

The agenda for
meetings of the Compensation Committee is determined

by its Chairman with the assistance of the Senior Vice President Human
Resources and the Senior Vice President Global Compensation and Benefits
The Chief Executive Officer and the Chief Administrative Officer are invited
to attend the Compensation Committee

meetings though the CEO leaves
the room during discussions and deliberations of individual

compensation
actions affecting him personally The Compensation Committee Chairman
reports the Committees recommendations on executive

compensation to
the Board The

Companys Global Compensation and Benefits department
supports the Compensation Committee in its duties and along with
the Chief Administrative Officer may be delegated authority to fulfill

certain administrative duties
regarding the compensation programs

The Compensation Committee has
authority under its charter to retain

Board Committees

Audit

The Board of Directors has determined that three members of the Audit Committee Mr Landgraf and Drs Ruding and Wrighton qualili as AuditCommittee Financial Experts

Compensation
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approve fees for and terminate advisors consultants and agents as it

deems necessary to assist in the fulfillment of its responsibilities The

Compensation Committee reviews the total fees paid to Aon Hewitt by the

Companyto ensure that the independent compensation expert maintains

Corporate Relations

his objectivity
and independence when rendering advice to the Committee

For more information on the Compensation Committee see Compensation

Discussion and Analysis

The Corporate Relations Committee met five times during 2012 The current members of the Corporate Relations Committee are Dr Burns Chair and

Mr Cummings The Corporate Relations Committee focuses on the areas of employment policy public policy and community relations in the context

of the business strategy of Corning

Executive

The Nominating and Corporate Governance Committee met five times during

2012 The current members of the Nominating and Corporate Governance

Committee are Messrs Tookes Chair Canning Clark and Gund and Dr

Brown The Nominating and Corporate Governance Committee

Identifies individuals qualified to become Board members

Reviews candidates recommended by shareholders

Determines the criteria for selecting director nominees

Conducts inquiries into the background of director nominees

Recommends to the Board director nominees to be proposed for election

at the Annual Meeting of Shareholders

Reviews and recommends to the Board whether to accept or reject
the

resignation ofan incumbent director who failed to receive majority of

the votes cast in an election that is not result of contested election

pursuant to the Companys Majority Voting Policy

Monitors significant developments in the regulation and practice of

corporate governance

Develops and recommends to the Board corporate governance guidelines

Assists the Board in assessing the independence of Board members

Identifies Board members to be assigned to the various committees

Oversees and assists the Board in the review of the Boards performance

Establishes director retirement policies

Reviews approves and ratifies transactions between Corning and

related persons and

Reviews activities of Board members and senior executives for potential

conflict of interest

The process for electing director nominees entails making preliminary

assessment of each candidate based upon his/her rØsumØ and other

biographical and background information as well as his/her willingness

to serve This information is then evaluated against the criteria set forth

below as well as the specific needs of Corning at that time Based upon this

preliminary assessment candidates who appear to be the best fit are invited

to participate in series of interviews At the conclusion of the process if

it is determined that the candidate will be good fit the Nominating and

Corporate Governance Committee recommends the candidate to the Board

for election at the next Annual Meeting If the director nominee is current

Board member the Nominating and Corporate Governance Committee

also considers prior Corning Board performance and contributions The

Nominating and Corporate Governance Committee uses the same process

for evaluating all candidates regardless of the source of the nomination

The Nominating and Corporate Governance Committee will consider

candidates recommended by shareholders If you wish to nominate

candidate please forward the candidates name and detailed description of

the candidates qualifications skills and experience document indicating

the candidates willingness to serve and evidence of the nominating

shareholders ownership of Cornings shares to Corporate Secretary

Corning Incorporated One Riverfront Plaza Corning New York 14831

shareholder wishing to nominate candidate must also comply with

the notice requirements described above under the question How Do

Submit Shareholder Proposal For Or Nominate Director For Election

At Next Years Annual Meeting

The Executive Committee met seven times during 2012 The current Committee is authorized to act for the full Board on matters other than

members of the Executive Committee are Messrs Weeks ChairCanning those specifically reserved by New York law to the Board In practice the

Clark Cummings Flaws Landgraf and Tookes All other directors are Executive Committees actions are generally limited to matters such as

alternate members of the Executive Corn mittee The Executive Committee the authorization of corporate credit facilities borrowings and pricing of

serves primarily as means of taking action requiring Board approval Cornings public offering of securities and specific transactions for which

between regularly scheduled meetings of the Board The Executive the Board delegates its authority

Finance

The Finance Committee met eight times during 2012 The current members Reviews Cornings exposure to financial economic and hazard risks

of the Finance Committee are Messrs Cummings Chair Canning Flaws Monitors Cornings cash management plans and activities

and Martin and Drs Burns Ruding and Wrighton The Finance Committee
Reviews Cornings tax position and strategy

Monitors present and future capital requirements of Corning Reviews and monitors Cornings credit rating

Reviews all material transactions prior to execution Reviews funding actions for Cornings pension programs and

Reviews potentials mergers acquisitions divestitures and investments Reviews Cornings financial plans and other financial information that

in third parties Corning uses in its analysis of internal decisions

Nominating and Corporate Governance
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Proposal

Our Board of Directors is requesting that shareholders approve the

compensation of our Named Executive Officers as disclosed pursuant to

tern 402 of Regulation S-K of the Securities Act of 1933 in the Executive

Compensation section of this proxy statement

Most Recent Say-on-Pay Vote Result

Our management team and the Board strive to balance near-term results

while building shareholder value through thoughtful investments in

research and development To fulfill this mission Cornings pay for

performance philosophyforms the foundation for all decisions regarding

executive compensation made by the Compensation Committee In

addition our compensation programs are designed to facilitate strong

corporate governance Please refer to Compensation Discussion and

AnalysisExecutive Summary for an overview of the compensation of

Cornings NEO5

The Compensation Discussion and Analysis portion of this proxy statement

contains detailed description of our executive compensation philosophy

and programs the compensation decisions the Compensation Committee

has made under those programs and the factors considered in making

those decisions including 2012 Company performance focusing on the

compensation of our NEOs We believe that we have created compensation

program deserving of shareholder support

This includes the Compensation Discussion and Analysis the Summary

Compensation Table and the supporting tabular and narrative disclosure

on executive compensation

This vote is advisory and not binding on our Company but the Board of

Directors values the opinions that shareholders express in their voting

and will consider the outcome of the vote in the future

For these reasons the Board of Directors recommends that shareholders

vote in favor of the resolution

RESOLVED that on an advisory non-binding basis the total compensation

paid to the Companys Named Executive Officers CEO CFO and three

other most highly compensated executives as disclosed in the proxy

statement for the 2013 Annual Meeting of Shareholders pursuant to the

disclosure rules of the Securities and Exchange Commission Item 402

of Regulation S-K including the Compensation Discussion and Analysis

and the supporting tabular and related narrative disclosure on executive

compensation is hereby APPROVED

Our Board unanimously recommends vote FOR

the resolution approving the compensation of

our Named Executive Officers

An Advisory Vote to Approve Executive

Compensation Say-on-Pay

Last year Corning received approximately 95% shareholder support from In addition the Company annually visits with our largest investors to

the non-binding Say-on-Pay advisory vote We view this as an affirmation nderstand their expectations and discuss various matters related to

of our current pay practices As result few changes were made to our Corning During 2012 we met with over 70% of our top institutional holders

executive compensation program in 2012 although improvements were on multiple occasions none of whom raised executive compensation

implemented related concerns

Share Price Performance and Pay Alignment

Cornings 2012 total shareholder return including the reinvestment of During 2012 we targeted CEO compensation at the median of our peer

dividends was slightly negative While we are disappointed with this group Through strong execution our financial results exceeded ourtargets

result we believe this is not an accurate reflection of the intrinsic value that were set and agreed to during rigorous goal setting process As

of the Company Further explanation can be found in the Compensation result our performance-based incentive plans paid out above target

Discussion Analysis CDA which includes summary of 2012

business highlights

Compensation Program

22 CORNING INCORPORATED 2013 ProxyStatement



Compensation Matters

Compensation Discussion and Analysis

The Compensation Committee of the Board of Directors the Committee

composed entirely of independent directors is responsible to the Board of

Directors forthe oversight and administration of executive compensation at

Corning we us Corning or the Company The Committee approves

the principles guiding the Companys compensation philosophy reviews

and approves executive compensation for executive officers including cash

compensation equity incentives benefits and perquisites and reports its

actions to the Board of Directors for review and as necessary approval

In this section we describe the material components of our executive

compensation program for the named executive officers or NEOs

listed below whose compensation is set forth in the 2012 Summary

Compensation Table and other compensation tables contained in this

proxy statement

Corning and ou Equity Investments

Chairman Chief Executive Officer CEO
Wendell Weeks and President

James Flaws Vice Chairman and Chi ef Financial Officer

Executive Vice President and Chief

Kirk Gregg Administrative Officer

Executive Vice President Strategy

Lawrence McRae and Corporate Development

Senior Vice President and Operations Chief

JeffreyW.Evenson of Staff

To assist shareholders in finding important information we call you

attention to these sections

Whats New in 2012

2012 Corporate Performance Highlights

Our Peer Group for the 2012 Compensation Review

In addition our Summary Compensation Table can be found on page

Throughout this CDA we refer to our Adjusted EPS Adjusted NPAT and

Adjusted Operating Cash Flow which are non-GAAP financial measures

Appendix to this proxy statement contains reconciliation of such

non-GAAP measures

Corning is world leader in specialty glass and ceramics Our success comes

from more than 161 years of materials science and process engineering

knowledge which allows us to create and make keystone components

that enable high-technology systems for consumer electronics mobile

emissions control telecommunications and life sciences

In addition to our wholly owned businesses Corning invests in several

equity affiliates the largest of which are Dow Corning Corporation

and Samsung Corning Precision Materials Co Ltd which contribute

significantly to our financial performance Although Cornings reported

net income reflects our o% ownership share of the earnings of these

equity investments 47% of our net income was derived from these equity

Whats New in 2012

affiliates in 2012our reported net sales do not include our proptionate

50% share of the net sales of these entities The combined 2012 sales

for these two global companies totaled more than billion Cornings

proportionate 50% share of such sales exceeds $4.5 billion Corning also

receives annual cash dividends from these equity affiliates Given the size

of these affiliates and the impact on Cornings consolidated net profit

and cash flow management allocates significant amount of time and

resources to the stewardship of these companies Therefore Corning is

larger company than revenues alone would indicate It is important

for our shareholders to consider the size complexity and markets of these

equity investments when benchmarking Corning to peer companies

At our 2012 Annual Shareholders Meeting approximately gs% of votes

cast supported Cornings executive compensation program Management

and the Committee reviewed our shareholders affirmative vote for the

2012 Say-on-Pay resolution and believe it to be strong show of support

for Cornings current executive compensation program and accordingly

we have retained the core of our executive compensation program with

improvements as noted below

Over time our executive compensation program has changed to reflect

evolving governance practices business needs and market and economic

realities In 2012 we took the following actions

Completed rigorous review and update of our Peer Group resulting

in an updated more relevant Peer Group

Increased the share ownership guidelines for our CEO from five times

to six times base salary All of our NEOs and outside directors are

subject to stock ownership guidelines and all met or exceeded these

guidelines in 2012

Approved new forms of change in control and severance agreements

for all corporate officers receiving such agreements after July 2004

These new agreements will be implemented to replace existing officer

agreements in 2013 and 2014 and all new agreements will be in place

and effective as of January 2015 These new agreements contain

no provision for gross-ups for excise taxes and in line with current

practice cap severance and other benefits at 2.99 times base
salary plus

target bonus with cash severance for most officers limited to times

base salary plus target bonus Of our current NEO5 only Dr Evenson

is impacted by these changes since all other NEO5 have agreements

that were in place priortoiuly 2004

Announced our plans to permanently move our annual base salary

review date for executive and non-executive salaried employees from

January and
April respectively toJuly and

Clarified our desired CEO target pay position with the Committee to be

market median Mr Weeks currenttargettotal direct compensation is

positioned approximately at the median of our Peer Group

These changes along with existing practices ensure our programs support

our business strategies reflect the current best practices for compensation

and remain aligned with our shareholders interests

page 23

page 24

page 31
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2012 Corporate Performance Highlights

We entered 2012 knowing that it was going to be difficultyear In 2011 the

company experienced significant drop in net income driven by declining

prices for liquid crystal display glass lower earnings at our equityventures

and higher corporate tax rate At our 2012 Annual Meeting we informed

shareholders that we expected these trends to continue in 2012 By the

second half of the year the weak global economy began taking toll on

the Companys performance as well Despite this challenging environment

thanks to careful preparation and relentless execution we improved our

performance each quarter and ended 2012 with record sales We exceeded

our budget in part due to strong performance in Specialty Materials because

of record Corning Gorilla Glass sales disciplined spending controls and

manufacturing cost improvements More importantly we have laid the

foundation for even stronger results beyond 2012

Our 2012 business focus encompassed three primary elements stabilizing

performance in our Display Technologies segment in the wake of maturing

business cycle and significant pricing pressures achieving positive momentum

in this business and improving earnings by growing sales and improving

margins in our non-Display businesses We made good progress against

these goals in 2012 especially in light of the current global economy We
also maintained our strong balance sheet which allowed us to continue

investing in future innovations complete an acquisition and increase our

distributions to our shareholders

We are disappointed with Cornings recent stock price performance In 2012

including the reinvestment of dividends total shareholder return was slightly

negative year-over-year We believe this is not an accurate reflection of the

intrinsic value of the Company For example during 2012 we posted record

revenue and had our third consecutive year of Operating Cash Flow in excess

of $3 billion In 2012 we distributed $472 million to our shareholders in the

form of cash dividends and completed $1.5 billion repurchase program that

totaled iii million shares thus delivering incremental value to our continuing

shareholders Our balance sheet remains very strong with $6.1 billion in

cash and short-term investments and low debt-to-equity ratio Looking

ahead we continue to see positive growth prospects for the Company and

we expect free cash flow to continue to increase allowing us to continue to

invest in our future growth and sustain our distributions to shareholders

GAAP Operating Cash Flow

millions

Here is summary of 2012 business highlights

Stabilization of Display Technologies

We held LCD glass pricing to moderate declines after the first quarter

and we now have new agreements with some key customers all the

while managing our LCD glass capacity to the level of demand

Growth of Non-LCD businesses

Our Specialty Materials Divisions sales exceeded expectations closing the

year up 25% over 2011 This was driven by strong Corning Gorilla Glass sales

Within our Telecommunications Division we invested in new optical

fiber plant in India positioning us for future growth in this important

emerging market

We secured long-term agreements with key heavy duty diesel customers

which position us for future growth driven by new diesel regulations

Delivered cost and functional excellence

We continue to deliver significant cost reductions through manufacturing

performance excellence achieving the low cost manufacturing position

for more than 8o% of our products

We delivered strong cost controls in our staff groups

We reduced actual and planned capital expenditures in 2012 and 2013

Created new revenue and earnings streams

We continue to invest significant percentage of gross margin back into

RDE enabling investments in innovation We currently have several

innovation programs that have exciting potential to create significant

incremental revenue and earnings growth in the füturº

With the acquisition of Discovery Labware Corning Life Sciences will

approach its goal of achieving $i billion in sales providing better balance

for the Company

We increased our common stock dividend per share by 20% from $0075

per quarter to $0.09 per quarter starting in the quarter of 2012 after

having increased the dividend by o% in 2011

We completed $i billion stock buy-back program

Although our 2012 financial performance was down compared to 2011 our

2012 results exceeded the targets established for the year due to strong

execution in many of our businesses Key performance metrics for 2012 with

some historical context are summarized below

$0.23

$0.20 $0.20

Id
2009 2010 2011

$3189

Dividends Declared

Per Share

$3206

20122011

The Board increased dividends per share to $0.09 in the fourth quarter for an annual payout of $0.32 or 2.5% dividend yield based on the year-end

stock price representing significant increase year over year

2012
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GAAP Net Sales

millions

$7890 $8012

$6632

2009 2010 2011 2J12

GAAP Net Income

millions

GAAP EPS

Net Income and EPS were both down year over year driven primarily by market declines in the Display and Solar industries and significant increases

in our corporate tax rate

Despite this challenging environment we exceeded our budget in part due to strong performance in Specialty Materials because of record Gorilla

Glass sales as well as spending controls and manufacturing cost improvements

Revenues and Operating Cash Flow for the Company were both up slightly year over year

The Companys revenues in 2012 were the highest in its history

Pay for Performance

Our management team must balance near-term financial results and

build long-term value through thoughtful investments in innovation

To fulfill this mission Cornings pay for performance philosophy forms

the foundation for all decisions regarding executive compensation made

by the Committee

Corning uses rigorous goal setting process which includes both business-

driven and corporate top down reviews We expected 2012 to be

challengingyear especially in our Display business and at our equity

companies and we budgeted for performance to be down in 2012 compared

to 2011 Our financial results have been better than expected and as

result our variable compensation paid reflects that result

The following factors illustrate the alignment of our 2012 pay with our 2012

performance

modest base salary increase of3% which was in line with general

industrytrends and in line with our merit budget for all salaried employees

NEO5 2012 bonus and long-term incentive targets in 2012 were flat

compa red to 2011

2012 Adjusted NPAT resulted in actual bonuses being earned at 124% of

target for NEO5 after pa9out equal to io% of target for 2011

2012 Adjusted EPS and 2012 Adjusted Operating Cash Flow resulted in 2012

cash performance units being earned at 117% of target for NEO5 after

payout equal to 6o% oftarget for 2011

Given ouryear-end stock price of $12.62

Stock options 25% of the target long-term incentive award granted in

2012 are underwater and

The value of the 2012 time-based restricted stock units 25% of the target

long-term incentive award declined approximately 3% during the year

We have also taken actions to improve shareholder returns in the fourth

quarter of 2012 we completed $1.5 billion share repurchase program

and increased our quarterly dividend by 20% Since our executives hold

significant amount of Corning stock the equity component of our

compensation program significantly impacts the realized pay of our NEOs

Target Compensation

For 2012 variable pay represented 88% of target total direct compensation

for the CEO and 8i% for non-CEO Named Executive Officers on average

Total direct compensation consists of base salary and short-term and long-

term incentives and excludes benefits and perquisites Two compensation

elements annual incentive compensation and cash performance units are

earned only if the corporate financial performance goals for theyear are met

The value of the remaining long-term incentive components stock options

and restricted stock units depend directly on our stock price performance

$1.15

.1

2009 2010 2011 2012
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12%

Actual Compensation and Performance

160%

NEO Actual Realizable Pay

0% ____________
2010

TSR 1.2%

..._ Target Pay

2011

TSR 31.9%

Actual Pay ___ Realizable Pay

2012

TSR 0.3%

Target Pay is total dired compensation

i.e Base Salary plus Annual Cash Bonus

opportunities through GoalSharing and the

Performance Incentive Plan at target plus

annual Long-Term Incentives at target

Actual Pay is total earned compensation

i.e Base Salary plus Annual Cash Bonuses

earned through GoalSharing and the

Performance Incentive Plan plus earned

Cash Performance Units and the grant date

fair values of equity awards Discretionary

bonuses are excluded from this chart

Realizable Pay takes Actual Pay and replaces

the grant date fair value of equity awards

with the intrinsic value of Corning stock at

the fiscal year
end by assuming that equity

values are vested and exercised and/or sold

at the year-end stock price on the last day of

the fiscal year the same date on which the

TSR measurement is based

Executive Compensation ProgramElements of Compensation

Executive Compensation PhilosophyKey Principles

The goal of the Companys compensation program
is to provide competitive

and motivational compensation to ensure our success in attracting

developing and retaining our key executive managerial and technical

talent Attracting and retaining the right talent is critical to supporting

and achieving our annual and long term operating priorities

Our key compensation principles are as follows

Provide Competitive Base Salary The Committee does not believe that

all of an NEOs annual compensation should be at risk As result the

Company pays competitive base salaryto each Named Executive Officer

Payfar performance Executive Compensation should reward performance

and contribution to both short-term and long-term corporate financial

performance and shareholder value

Team-Based ManagementApproach Corning uses team-based

management approach so ioo% of incentives awarded to NEOs

are contingent on achieving common set of goals for Cornings

consolidated financial performance or the performance of Corning

stock The Committee does not establish personal objectives for the

CEO or the other NEOs

CEO Pay Mix

70%

All Other NEOs Pay Mix

19%

16%18% 65%

Annual Performance Incentive Plan Goalsharing2012 Target Base Salary Target Long-Term Incentive

ba
80%

60%

40%

20%
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lncentiv Compensation Should be Greater Part of Total Compensation

for More Senior Positions As our em ployees assume more responsibility

and have greater opportunity to affect Company performance and

shareholder value an increasing share of their total compensation

package is derived from variable incentive compensation

The Interests of Our Executive Group Should be aligned with

Shareholders Through the use of stock options and restricted stock

units as well as our stock ownership guidelines we align the long-term

interests of our NEOs with those of our shareholders

Additional summary information concerning 2012 short-term and long-term incentives for our NEO5

Annual Cash Bonus Target is 140% of base salary for Adjusted Net Profit After Tax of 124% of target opportunity earned

Performance Incentive Plan PIP the CEO for all other NEOs awards $1934 million To be paid March 2013

Rewards short-term corporate range from 65% to 90% 2012 target was $1716 million

performance Opportunity can rangefrom 0% to

200% of target awards

Annual Cash Bonus Target is 5% of base salary Weighted average ofover ma 66% of base salary

GoalSharing Opportunity can range from 0% to GoalSharing Plans in place at To be paid February 2013

allemployeeseligible io%ofsalary Corning

Reinforces team-based culture

Corporate Performance Plan Cash performance unit target Adjusted EPS of $1.28 2012 117% of target opportunity earned

Cash Performance Units CPUs awards range from $sso000 to target was $1.15 resulting in actual awards ranging from

represents 50% of annual long- million Adjusted Operating Cash Flow $643000 to $4.10 million for the NEO5

term incentive opportunity Opportunity can range from 0% to of $3167 million 2012 target

Goals arefocused on measures 150% of target awards was $2990 million

that support the longer-term

success of the Company

generating cash and improving

EPS

Corporate Performance Plan Target grant date fair value of Actual value realized depends Actual grant date fair value of stock

Stock Options stock option awards range from on future market performance options granted for 2012 performance

represents 25% of annual long- $275000 to $1.75 million of Corning stock and cannot be year ranged from approximately

term incentive opportunity assessed until exercised $262000 to $1.67 million

Reword long-term shareholder Vest after three-year period

value creation

Stock option awards are currently

underwater no current value

Corporate Performance Plan Target grant date fair value of Actual value realized depends Actual grant date fair value ranged from

Restricted Stock Units restricted stock units range from on future market performance approximately $275000 to

represents 25% of annual long- $275000 to $1.75 million of Corning stock and cannot be $1.75 million

term incentive opportunity Realized value basd in part on accurately assessed Vest after 3-year period

Reward long-term shareholder market performance of stock until vested Values at Decem ber 31 2012 range from

value creation and encourage $266000 to $1.69 million due to decline in

retention stock price at fiscal year end

The number of stock options is calculated on the day of the award using the closing stock price and Black-Scholes valuation factor The stock

option awards have staggered grant dates 1/3 of the total option grant award on January 2012 1/3 of the total option grant award on

February 2012 and 1/3 of the total option grant award on March 2012 For the past nine years the Committee has staggered the grants of

stock options to avoid basing awards on single grant date The Committee believes that this practice is fair and equitable given the historical

volatility of Cornings stock price

The number of restricted stock units is calculated on the day of the award using the closing stock price and the target value

Discretionary Bonuses and Awards Dr Evenson joined Corning in June 2011

Pursuant to his compensation arrangement to join Corning we agreed to

pay Dr Evenson $1.6 million in 2011 $0.8 million in 2012 and $o.8 million

in 2013 These payments were designed to replace short- and long-term

incentives forfeited by Dr Evenson as result of accepting Cornings

offer of employment These payments are not tied to any performance

but require Dr Evensons continued employment with Corning as future

payments are forfeited if he voluntarily leaves
prior

to the vesting dates

In January 2o11the Committee approved two-year retention compensation

arrangement for Mr Flaws The arrangement was designed to encourage

Mr Flaws continued employment at the Company beyond his expected

retirement date and to allow for phased executive successions Under

this arrangement Mr Flaws received cash payment of $i million on

April 2012 He will be eligible to receive an additional cash payment on

April 2013 so long as he remains an officer of the Company as of such date

In addition we occasionally grant special awards of restricted stock or

stock options for purposes of recognition or for
special

retention situations

The NEOs did not receive any such awards for these purposes in 2010

2011 or 2012

2012 Compensation Element 2012 Award Opportunity

and Objectives for NEOs

BaseSalaryFixed Pay NEO5 Base Salaries range from

To attract and retain talent $438000 to $1.2 million

2012 Performance Metrics 2012 Award Earned

and Results by NEOs

The Committee does not believe that all of NEO compensation

should be at risk
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Pay for Performance Goal Setting Process

for Annual Short- and Long-term Incentives

Corning has very rigorous goal setting process involving both top

down and bottom up budget generation
with multiple levels of review

The Committee sets realistic stretch targets based on then-current

expectations of the business environment and growth and innovation

plans Regardless of changes in the economy as whole or the markets

in which we operate we do not reset our annual goals or bonus targets

once they are approved In 2012 our plan included significant budgeted

increase to corporate tax rates

The range of 2012 Performance Incentive Plan PIP goals for Adjusted

NPAT were established with the following considerations

The target performance goal oo% of target payout was established

at 2012 budget for Adjusted NPAT of $1716 million Note The 2012

goals were set below our 2011 actual results due to the anticipation of

significant declines in our Display and Solar businesses as well as an

increase in Cornings tax rate in 2012 compared to 2011 If Adjusted

NPAT met this goal for 2012 the NEO5 would earn ioo% of their target

award under the PIP

flat spot concept has been used by the Company for many years

The flat spot is intended to avoid cliffs in the annual bonus plan in this

way participants are not inclined to take inappropriate risks in order to

achieve cliff goal We believe this helps avoid unintended shortfalls

or windfalls in actual bonus payouts to plan participants due solely to

the uncertainty in establishing budget and accurately forecasting

expected results In 2012 the width of the flat spot applicable to Adjusted

NPAT goals was widened to 12% of budget due to the uncertainty in

the LCD industry compared to the narrower ranges of 3% of budget

used in 2011 and 5% of budget used in 2010

The minimum performance goal o% of target payout was established

at 65% of our 2012 plan If Adjusted NPAT did not exceed $iii6 million

in 2012 the NEOs would earn nothing o% under the PIP

The maximum performance goal 200% of target payout was established

at 124% of budget or $2166 million Adjusted NPAT for 2012 If Adjusted

NPAT met or exceeded this goal for 2012 the NEO5 would earn the

maximum aoo% of their target award under the PIP

The actual scale of Adjusted NPAT used in 2012 is shown below The flat

spot concept can be seen in the following chart for payout goals between

80% and 120% of target for example significant change of $400 million

in Adjusted NPAT would result in bonus payout adjustments of8o%to

120% of the 2012 target bonus opportunities

2012 Compensation Metrics

For Performance Incentive Plans

millions Payout Adjusted NPAT

MAXIMUM 200% 2166

150% 2066

120% 1916

TARGET 100% 1116

80% 1516

50% 1283

MINIMUM 0% 1116

For 2012 Actual Adjusted NPAT of $1934 million exceeded the Adjusted

NPAT goal resulting in cash payouts of 124% of target awards for each

Named Executive Officer

Goal Setting Long Term Incentives Cash

Performance Units

For the 2012 performance year cash performance unit awards under the

Corporate Performance Plan were based upon
two equally weighted goals

Adjusted Earnings Per Share EPS and Adjusted Operatin Cash

Flow The minimum o%target ioo% and maximum io% levelsfor

Adjusted EPS and Adjusted Operating Cash Flow for the 2012 Corporate

Performance Plan were as follows

2012 Compensation Metrics

For Cash Performance Units

Adjusted Operating

millions Payout Adjusted EPS Cash Fow

MAXIMUM 150% 1.45 3305

125% 1.38 3235

TARGET 100% 1.15 2990

75% 0.98 2815

50% 086 268

MINIMUM 0% 0.75 2570

Two goals were selected because it is important to the long-term success

of the Company to focus attention on generating cash in addition to

improving earnings per share Both the Company and the Committee

believe that these metrics are appropriate for motivating and rewarding

behavior that leads to improvement in operating performance and supports

shareholder value over time

Given the high level of uncertainty associated with growth through

innovation and the
volatility

of the markets we operate in it is difficult

for the Company to set multi-year goals As result we use one-year

performance çiŁriod subject to an additional two-year vesting period

if earned

Actual results for 2012 at $1.28 of Adjusted EPS ii%of target and

$3167 million of Adjusted Operating Cash Flow 119% of target resulted

in awards being earned at 117% of target for 2012 performance These

awards are subject to an additional two-year vesting period

Adjustments to 2012 Reported Results

In 2012 Adjusted NPAT was the financial metric used for annual cash

bonuses Adjusted EPS and Adjusted Operating Cash Flow were the

financial metrics for cash performance unit awards earned bythe Named

Executive Officers The adjustments made to reported earnings in order

to determine Adjusted NPAT Adjusted EPS and Adjusted Operating Cash

Flow for 2012 were approved by the Committee in advance and were

similar to the adjustments approved in prior years These adjustments are

intended to eliminate potential windfalls or penaltis for non-recurring

and often non-cash charges and gains This allows our employees and

executives to focus on improving operational performance while taking

appropriate special actions whenever necessary to benefit the Company

and its shareholders The financial metrics we use for determining annual

cash bonuses and cash performance awards are non-GAAP financial

measures Throughout this CDA we refer to our Adjusted EPS Adjusted

NPAT and Adjusted Operating Cash Flow which are non-GAAP financial

measures Appendix to this proxy statement contains reconciliation

of such non-GAAP measures

Upon the Committees review and approval at the beginning of the

year the following special items were excluded from reported results

to calculate incentives for 2012 one-time charges from financing

activities ii gains/losses on debt buybacks iii fluctuations in foreign

exchange rates for Japanese Yen and Korean Won outside specified

range iv restructuring or impairment charges and credits non-
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operating gains and losses vi bankruptcy-related charges at Dow

Corning or any impact of Pittsburgh Corning settlements that causes

variance to budget vii tax/accounting changes viii discontinued

operations ix extraordinary gains/losses special dividends from

equity ventures xi the impact from significant acquisitions or equity

ventures xii impact of any required accounting or tax law changes that

cause variance from budget xiii the impact of release of valuation

allowance on deferred tax assets xiv any foreign currency translation

impact on intercompany balance sheet accounts and xv restructuring

orimpairment charges and credits other non-operating gains and losses

considered special event for external reporting purposes Corning had

adjustments in several of these areas in 2012

2012 Non-GAAP reconciliations

2012 Repotted Results

Pittsburgh Corning settlement charges

Loss on repurchase of debt

SCP asset impairments

Dow Corning restructuring and impairment of assets

Dow Corning contract settlement

Impact of Discovery Labware Acquisition

Restructuring impairment and other credits

Tax law changes

Korean Won FX collar KRW 1126 vs Collar at iooo -1100

FX at Corning Treasury Services

Translation capital gain

Adjusted 2012 Results

As result of these adjustments for 2012 Cornings Adjusted NPAT of

$1934 million was $206 million higher than Cornings reported GAAP

NPAT of $1728 million Cornings Adjusted EPS of $1.28 was $0.13 higher

than Cornings reported GAAP EPS of $1.15 Cornings Adjusted Operating

Cash Flow of $3167 million was million lower than the Companys
GAAP Operating Cash Flow of $3206 million reconciliation of our

non-GAAP financial measures to GAAP financial measures can be found

in Appendix to this proxy statement

Other Benefit Plans

Employee Benefits Our NEOs are eligible
for the same employee benefit

plans in which all other
eligible

U.S salaried employees participate These

plans include medical dental life insurance disability matching gifts

and qualified defined benefit and defined contribution retirement plans

We also maintain nonqualified defined benefit and defined contribution

retirement plans with the same general plan features and benefits as our

qualified retirement plans for all U.S salaried employees affected bytax

law compensation contribution and/or deduction limits

Perquisites and Other Benefits In addition to the standard benefits

available to all
eligible

U.S salaried employees the NEO5 are eligible for

the following additional perquisites and other benefits

Executive Supplemental Pension Plan ESPP We maintain nonqualified

executive supplemental pension plan for approximately 30 active

participants including all of the NEOs In 2006 we capped the percentage

of cash compensation earned as retirement benefit under our ESPP at

maximum 50% of Final Average Pay for 25 years of service or more In

2012 we increased the earliest age under which an NEO with significant

benefits payable currently $ioooooo under the ESPP may commence

an unreduced pension from age 5sto age 57 since the retention of our

most senior executives is important to Corning The definition of pay

used to determine benefits includes base salary and annual cash bonuses

Long-term cash or equity incentives are not included and do not impact

retirement benefits Executives must have io or more years of service to be

vested under this plan All of the NEO5 except for Dr Evenson are currently

vested under this plan For additional details of the benefits and plan

features of the ESPP please refer to the section entitled Retirement Plans

0.01

22 0.01

91 0.06 15

41 00

We maintain an ESPPt0

Reward and retain the long-service individuals who are critical to

executing Cornings growth through innovation strategy Most

participants under the plan retire from Corning with more than 20 to

30 years of service and the Company believes that long service with

the Company is vital component of Cornings long-term success

Provide reliable and competitive retirement benefit that is independent

of other forms of compensation Given the inherent volatility of

performance-based awards and equity incentives the Company
believes that providing reliable competitive form of retirement income

independent of other elements of compensation to participants under

this plan is consistent with its focus on balancing short-and long-term

interests while growing through innovation

While we seek to maintain well-funded qualified retirement plans we

do not fund our nonqualified retirement plans

ExecutiveAllowance Program In 2012 we provided the NEO5 with an

annual executive allowance that could be used only for limited personal

aircraft rights regarding corporate aircraft and home security Each NEO

is responsible for all taxes on any imputed income resulting from this

program

We closely monitor business and personal usage on our planes and

seek to keep all personal usage at low percentage of total usage The

Committee believes that well-managed program of limited personal

aircraft rights particularly given the limited commercial flight options

available in the Corning New York area provides an extremely important

benefit at reasonable cost to the Company For additional details refer

to footnotes relating to All Other Compensation included with the

Summary Compensation Table

Executive Physical Members of the Executive Group in the U.S including

the NEO5 are eligible
for an annual physical exam

Executive Severance Agreements We have entered into severance

agreements or have committed to enter into severance agreement

in the case of Dr Evenson with each NEO The severance agreements

provide clarity
for both the Company and the executive if the executives

employment terminates By having an agreement in place we intend

to avoid the uncertainty negotiations and potential litigation that

may otherwise occur in the event of termination The agreements are

NPAT EPS

1728 115

0.01

17 0.01

18 0.01

81 O05

Cash Flow

3206

12 0.01

70
52 0.03

1934 128 3167
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competitive with market practices at many other large companies and

are helpful in retaining senior executives Additional details can be found

under Arrangements with Named Executive Officers

Execu five Chcrnge-in-Cont rn/Agreements The Committee believes that it

is in the best interests of shareholders employees and the communities in

which the Company operates to ensure an orderly process
if change in

control of the Company were to occur The Committee believes that it is

important to prevent the loss of key management personnel who would

be difficult to replace that may occur in connection with potential or

actual change in control of the Company We have thus provided each

NEO and have committed to provide Dr Evenson with change in control

agreements separate from the severance agreements described above

The change in control agreements generally have double
trigger

severance

provision i.e the executives employment must be terminated following

change in control Additional details aboutthe specific agreements can

be found under Arrangements with Named Executive Officers

Role of Compensation Consultants

These severance and change-in-control agreements are intended to

provide stability to the Company and the NEOs at critical times The

Company considers these agreements necessary to attract and retain

senior executives and the terms of these agreements are not part

of the annual compensation determination for our Named Executive

Officers In 2012 the Committee approved new forms of agreements for

all corporate officers receiving such agreements after July 2004 These

new agreements to be implemented during 2013 and 2014 will become

effective January 2015 and contain no provision for gross ups for excise

taxes and cap severance and other benefits at 2.99 times base salary plus

target bonus with cash severance for most officers limited to times

base salary plus target bonus Of our current NEOs only Dr Evenson is

impacted by these changes since all other NEOs have agreements that

were in place prior to July 2004

The Committee has the authorityto retain and terminate compensation

consultant and to approve the consultants fees and all other terms of such

engagement The Committee currently retains an executive compensation

expert from Aon Hewitt Associates as its independent consultant this

selection was made without the input or influence of management

During 2012 Aon Hewitt provided surveys and other brokerage and

human resource services to the Company but the Ann Hewitt executive

compensation expert does not provide any other services to the Company

We do not believe that limited services provided by separate groups

within Aon Hewitt on discrete projects e.g leadership development in

China brokerage services in France for the benefit of Cornings general

employee population affect the independent advice that the Committee

receives from its consultant related to executive compensation

In 2012 fees for Ann Hewitt totaled $488049 of which $57649 was

related to compensation consulting services provided to the Committee

by its independent consultant Of the remaining fees approximately

$240000 for insurance-related services and brokerage fees in multiple

countries $179000 related to services provided in China for Leadership

Development and $iiooo related to the purchase of salary surveys

The consultant advises the Committee on all matters related to the

compensation of the NEO5 and assists the Committee in interpreting the

consultants data as well as data received from the Company Specifically

the Committee requested the consultant to provide it with the following

assistance in 2012

Review and provide feedback on the executive compensation proposals

and any short- or long-term incentive compensation plan design changes

as applicable developed by the Company for review and consideration

Attend Committee meetings including the December meeting when

annual compensation decisions are reviewed regarding the NEO5 and

the other 200 members of the Executive Group and the February 2013

meeting where decisions on these pay proposals were taken

Provide feedback to the Committee regarding markettrends and
practices

and provide informed opinions regarding Cornings compensation

practices policies
and executive pay levels based on the consultants

experience

Review and provide feedback to recommendations developed by Cornings

Senior Vice President Global Compensation and Benefits and provide the

consultants opinion on the annual pay levels established for Cornings

CEO and other NEO5 and the Peer Group used for benchmarking CEO

pay level and pay practices in general

Review and provide feedback to any changes proposed to any Corning

plan or agreement that affects any member of Cornings Executive Group

Recommend changes in compensation paid to non-employee directors

and

When requested by the Committee Chair attend the Executive Session

of independent directors to explain any compensation plan or program

changes or provide his opinion on executive pay levels

During 2012 the Committee conducted an independence review of its

compensation consultant and found that no conflict of interest exists

that would prevent the consultant from independently representing the

Committee after reviewing the following

The independence factors required for consideration under new

SEC rules

Aon Hewitt currently provides no other consulting services otherthan

some Leadership Development consulting in China to Corning and

the Committees consultant is not engaged in providing these other

HR services

Aon plc provides limited other services e.g some insurance services

to Corning and

Fees paid annually by Corning to Aon total less than 0.02% ofAon

Hewitts annual revenue

In September 2012 the Committee Chair met with management

managements executive compensation consultant Frederic Cook

Company Inc and the Committees consultant to review Cornings

executive compensation programs planned 2013 compensation

approach and executive compensation trends The Committee

conducted an independence review of Frederic Cook Company

Inc and found managements executive compensation consultant to

be independent as it provides no other services to the Company or the

Committee

Role of Executive Management in the Executive

Compensation Process

Cornings Senior Vice President SVP Global Compensation and Benefits

working closely
with other members of Cornings Human Resources Legal

and Finance departments is responsible for designing and implementing

executive compensation and discussing significant proposals or topics

impacting executive compensation at the Company with the Committee
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The SVP Global Compensation and Benefits formulates each element of

the targeted total compensation recommendations for all ofthe NEO5 and

reviews the recommendations for each of the non-CEO Named Executive

Officers with the CEO The NEOs do not recommend or suggest individual

compensation actions that benefit them personally

The CEO may propose any adjustments he deems appropriate prior to

submission to the Committee

The recommendation for the CEOs compensation is not discussed or

reviewed with the CEO
prior to the Committees review and the CEO is

not present when the SVP Global Compensation and Benefits reviews

the CEO compensation recommendation with the Committee

The Committee receives managements recommendations for the

compensation plan performance metrics and sets the final targets

for the
year

The CEO and Chief Administrative Officer are invited to attend Committee

meetings although the CEO leaves the room during any discussions or

deliberations of individual compensation actions affecting him personally

The Chief Financial Officer attends the annual Committee meeting to

review the CDA however he is also provided with copies of Committee

meeting materials that are mailed in advance to all Committee members

as well as copy of the minutes prepared after the meetings The SVP

Human Resources also attends Committee meetings

Our Peer Group for the 2012 Compensation
Review

The Company currently participates in and uses three general executive

compensation surveys to benchmark NEO compensation

Mercer SP 500 Executive Survey

Towers Watson Executive Survey and

Equilar Top 25 Survey

In addition to the three general surveys we also use proxy data

obtained from service providers such as Equilar Inc to review the

actual compensation levels of named executive officers at companies in

variety of manufacturing and service industries that are similar in size

or have similar characteristics to Corning the Peer Group

Corning is diversified technology company with five reportable business

segments Display Technologies Telecommunications Life Sciences

Specialty Materials and Environmental Technologies most notably

with the automotive industry The majority of our businesses do not

have unique identifiable U.S peers in fact most of our businesses

compete with non-U.S companies in Asia and Europe or privately held

companies Similarly the majority of our key customers are non-U.S

companies or extremely large
U.S companies that would not be appropriate

peers for Corning The importance of Cornings equity affiliates to our

results adds further complexity to the identification of representative

peer group In attempting to identify peer companies Corning must

look to globally diversified companies or innovation companies in other

industries to find companies of similar size and complexity when viewed

in terms of revenues net income market capitalization assets and

number of employees

In 2012 the Company and the Committee undertook rigorous review

of our Peer Group for use in benchmarking pay practices and the target

median pay level for the CEO This was necessary because our previous

approach of looking solely at similarly sized companies did not focus

on particular industries or business segments that Corning actually

operates in and with changes overtime did not result in stable peer

group from year to year

We engaged both managements compensation consultant as well as

the Committees compensation consultant in formulating recommended

Peer Group companies In constructing the new Peer Group we looked for

companies to reflect the global business segments that Corning operates

in with revenues generally in the range of o.5x and 2.ix Cornings revenues

As result of this review

Four companies were identified in the Life Sciences segment

Five companies were identified in Telecommunications

Two companies were identified in the Automotive supply segment and

Three companies were identified in Specialty and Chemicals

No U.S companies were found to reflect Cornings business in the Display

Technologies segment As result we rounded out our new Peer Group of

23 companies by looking at innovative companies in the Semiconductor

and Computer area and diversified manufacturing companies that operate

in varied industries

While Cornings reported revenues are lower than the $io billion median

revenues of this new Peer Group its number of employees and market

capitalization are above the median and its net income and total assets

are in the top quartile of this Peer Group As previously noted revenues

alone do not reflect the size and complexity of Corning due to its large

equity affiliates where Cornings share of the net income from these

entities is included in Cornings reported earnings but its share of the

entity revenues is not included in our reported revenues

Corning uses peer groups solely as reference point and in combination

with broader executive compensation surveys to assess our CEOs target

compensation Our goal is to target the pay of our CEO at the Peer Group

median

Market salary surveys and the Peer Companies are used to ensure the

CEOs pay level is fairly positioned at target nearthe median of the market

for 2012 our CEOs total target direct compensation of approximately

$9.95M was found to be positioned at approximately median of the various

benchmarks the Committee reviewed However beyond that the external

data serves merely as reference point with internal equity compared

to the CEO for the non-CEO NEOs being more important consideration

in establishing base salary and total direct compensation for non-CEO

NEOs and executives As result of deliberately positioning these base

salaries and total direct compensation closer to that of the CEO than do

many other companies the total pay of the non-CEO NEOs is generally

positioned within the top quartile when reference is made to the various

executive compensation surveys

Cornings Peer Group iS

Advanced Micro Devices Medtronic Inc

Agilent Technologies Monsanto Company

Applied Materials Inc Motorola Solutions Inc

Borg Warner NetApp Inc

Boston Scientific Corp PPG Industries Inc

Broadcom Corp Praxair Inc

Cummins Inc Qualcomm Inc

Danaher Corporation Rockwell Automation Inc

Dover Corporation TE Connectivity Ltd

Eaton Corporation Texas Instruments Inc

Harris Corporation Thermo Fisher Scientific Inc

Juniper Networks Inc
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The information reviewed by the Committee in December 2012 was based on data filed in 2012 and was used to establish target pay levels for 2013

In order to better align our compensation goal setting and performance

management processes Corning has decided to

Permanently move the effective date for all salaried executive and

non-executive merit salary reviews from January executive merits

and April non-executive salaried merits to July

Change timing of awards under the executive long-term incentive

program as follows

Additional Information

Compensation Risk Analysis

Corning does not use compensation policies or practices that

create risks that are reasonably likely
to have material adverse effect

on the Company The Compensation Discussion and Analysis describes

generally the compensation policies
and practices that applyto all executive

and management employees throughout the Company Annually cross-

functional team with representatives from Human Resources Legal and

Finance assesses Cornings compensation policies
and practices from

risk-taking perspective and reviews its conclusions with the Committee The

2012 assessment supporting our conclusion considered among otherthings

We have capped payout levels for annual incentives including sales

commission plans annual cash bonuses at 200% oftarget and cash

performance unit awards at io% of target

The mix of cash and equity payouts tied to both short-term financial

performance and long-term value creation

The time vesting requirements in our long-term incentive plans which

help align the interests of employees to long-term stakeholders

The use of financial performance metrics that are readily monitored

and reviewed

The rigorous budget and goal setting processes which involves both

top-down and bottom-up analysis

The use of common performance metrics for incentives across Cornings

management team and all eligible employees with corporate results

impacting the compensation of all Corning employees

The use ofa flat spot in our annual incentive plan that is intended

to avoid imprudent risk-taking to achieving cliff goals

Our stock ownership requirements for NEO5

The Companys clawback and anti-hedging policies and

Multiple levels of review and approval of awards including Compensation

Committee approval on all officer compensation proposals

cash performance units awarded in February ratherthan January

restricted stock units awarded in March rather than January and

stock options granted in March April
and May rather than January

February and March

Currently we do not anticipate making any other significant changes to

our total executive compensation program in 2013

Reload Stock Options

The reload feature is no longer included in any Corning stock option

grants made on or after February 28 2003 No stock options granted

with reload feature remain outstanding

Clawback Policy

Since 2007 we have had policy that gives the Committee the sole and

absolute discretion to make retroactive adjustments to any cash or equity

based incentive compensation paid to certain Executive Officers and other

key employees where such payment was based upon the achievement

of certain financial results that were subsequently the subject of

restatement Based on its review and judgment the Committee may seek

to recover any amount that it determines was received inappropriately

by these individuals

Stock Ownership Guidelines

The NEO5 and directors are subject to stock ownership guidelines All NEOs

or directors in their role for at least years meet or exceed the ownership

requirement
In 2012 the Committee increased the guidelines for the

CEOs stock ownership from times to times base salary The ownership

guidelines are as follows

Chief Executive Officer 6x Base Salary

NEOs other than the CEO Base Salary

Mon-employee Directors Annual Cash Retainer

Revenues

$MMS

Income Before

Extraordinary Items

SMMs

Total Assets

$MMsPeer Group

Median 10517 1020 13929 14570

Cornings Rank 15 of 24 of 24 of 24 of 24

Year End Market

Capitalization

MMS
Number of Full-

Time Emp.es

23000

10 of 24

Median total direct CEO compensation reported in the Peer Group was $g.8 million and 75th percentile total direct CEO compensation was $12.6 million

compared to Cornings target CEO pay of $y million

Anticipated Changes in Compensation Practices for 2013
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Anti-Hedging Policy

We have policythat prohibits any member of the Officer Group or any

director from
selling or buying publicly traded options on Corning stock or

trading in any Corning stock derivatives Additionally these individuals may

not engage in transactions in which he or she may profit from short-term

speculative swings in the value of Corning stock
utilizing

short sales or

put or call options

Anti-Pledging Policy

We have policythat prohibits any member of the Officer Group or any

director from holding Corning stock in margin account or pledging

Company securities as collateral for loan

Compensation Deductibility

As matter of practice the Committee generally intends to set performance-

based goals annually under the Companys various variable compensation

plans and to deduct compensation paid under these plans and gains

realized from stock options to the extent consistent with the provisions

of Section 162m of the Internal Revenue Code of 1986 as amended

However the Committee may conclude that paying non-deductible

compensation such as some time-based restricted stock is consistent

Compensation Committee Report

The Compensation Committee of the Board of Directors the Committee

composed entirely of independent directors is responsible to the Board

of Directors and our shareholders for the oversight and administration

of executive compensation at Corning we us Corning or the

Company The Committee approves the
principles guiding the Companys

compensation philosophy reviews and approves executive compensation

levels including cash compensation equity incentives benefits and

perquisites for executive officers and reports its actions to the Board

of Directors for review and as necessary approval The Committee is

responsible for interpreting Cornings executive compensation plans and

programs In the event of any questions or disputes the Committee may
use its judgment and/or discretion to make final administrative decisions

regarding these plans and programs It is our practice that all compensation

decisions affecting the Officer Group must be reviewed and approved by

with our shareholders best interests Cornings current performance-

based incentive plans including the annual cash bonuses paid under

the Performance Incentive Plan and stock options and cash performance

units awarded under the Corporate Performance Plan generally are

intended to be operated in compliance with Section 162m to ensure

that compensation paid under those programs is deductible

Accounting Implications

In designing our total compensation and benefit programs we review the

accou nting implications of our decisions We seek to deliver cost-effective

compensation and benefit programs that meet both the needs of the

Company and our employees The Committee and the Company while

always cognizant of the accounting expense ascribed to various forms

of cash compensation benefits and equity awards do not determine

the respective amounts of awards to various executives and employees

solely on the basis of the schedule of accounting expense recognition of

such awards The disclosed values of cash and equity long-term incentive

awards are based on the accounting cost of awards covering multiple

performance periods and historical grant prices that could be higher or

lower than current stock prices In addition actual performance and the

vesting/exercise dates of various awards have dramatic impact on the

actual value of awards received by plan participants

the Committee Additional details regarding the role and responsibilities

of the Committee are defined in the Committee Charter located within

the Corporate Governance section of the Companys website

The Committee has reviewed and discussed the foregoing CDA with

management Based on our review and discussions with management

we recommended to the Board of Directors that the CDA be included

in this proxy statement and in our Annual Report on Form 10-K for the

year ended December 31 2012

The Compensation Committee

Deborah Rieman Chairman

John Seely Brown

Richard Clark

Gordon Gund
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SummaryCompensation Table

Change in

Pension

Value And

Nonqualified

Non-Equity Deferred

Incentive Plan Compensation All Other

Compensation1 Earnings Compensation1 Total

CSNamed Executive Officer Year

Wendell Weeks 2012 1197308

Chairman Chief 2011 1167154
Executive Officer and

President 2010 1069423 1130269 6724681 2012201 429114 116$9

James Flaws 2012 901731 15000006 874997 834314 3118847 1970034 174533 9374456

Vice Chairman and
2011 880 923 799 993 780 440 083 921 928 884 250 896 4725 056

Chief Financial Officer
2010 852731 530539 3532329 1126535 238876 6281010

Kirk Gregg 2012 634885 500006 476749 1805264 1747802 133278 5297985

Executive Vice President
2011 620231 499995 487775 677936 992443 168805 3447184

and Chief Administrative

Officer 2010 600115 374839 2447897 983105 161458 4567415

Lawrence McRae 2012 612885 500006 476749 1783427 1237468 62315 4672849

Executive Vice President 2011 598269 437494 426816 597180 1619219 70530 3749508

Strategy and

Development

Jeffrey Evenson 2012 434 500 800 000 275 001 262 213 023 947 94 851 479 849 370 360

Senior Vice President and 2011 220673 1600000 162503 154986 221590 27254 482535 2869541

Operations Chief of Staff

Amounts in this column reflectthe aggregate grant date fair value computed in accordance with FASB ASC Topic 718 of awards of restricted stock

units granted pursuant to the Corning Corporate Performance Plan Assumptions used in the calculation of these amounts are included in Note

19 to the Companys audited financial statements for the fiscal year ended December 31 2012 included in the Companys Annual Report on Form

10-K filed with the SEC on February 13 2013 This same method was used for the fiscal years ended December 31 2011 and 2010 There can be no

assurance that the grant date fair value amounts will ever be realized

Amounts in this column reflect the aggregate grant date fair value computed in accordance with FASB ASC Topic 718 of stock option awards

granted pursuant to the Corning Corporate Performance Plan Assumptions used in the calculation of these amounts are included in Note 19

to the Companys audited financial statements for the fiscal year ended December 31 2012 included in the Companys Annual Report on Form

10-K filed with the SEC on February 13 2013 This same method was used for the fiscal years ended December 31 2011 and 2010 There can be no

assurance that the grant date fair value amounts will ever be realized

Amounts in this column reflect combined cash bonuses and cash performance units All ofthe annual cash bonuses paid to the Named Executive

Officers are performance-based Cash bonuses are paid annually through two plans GoalSharing and ii the Performance Incentive Plan

Awards earned under the 2012 GoalSharing plan were 6.26% of each Named Executive Officers year-end base salary and paid in February 2013

Awards earned under the 2012 Performance Incentive Plan were based on actual corporate performance compared to the Adjusted NPAT goals

established for the plans in February 2012 Based on actual performance each of the Named Executive Officers earned Performance Incentive

Plan awards equal to 124% of their annual target bonus opportunities established as percentage of year-end base salary Cash awards earned

under the Performance Incentive Plan for 2012 will be paid in March 2013 The following table indicates awards earned under the GoalSharing

Plan and the Performance Incentive Plan reflected in this column

Named Executive Officer

Wendell Weeks 1207000 140% 124% 2095352 6.26% 75558

James Flaws 909000 90% 124% 1014444 6.26% 56903

Kirk Gregg 640000 75% 124% 595200 6.26% 40064

Lawrence McRae 618000 75% 124% 574740 6.26% 38687

JeffreyW.Evenson 438000 65% 124% 353028 6.26% 27419

Awards under the 2012 Corporate Performance Plan were based on actual corporate performance compared to the Adjusted EPS and Adjusted

Operating Cash Flow goals established for the plans in February 2012 Based on actual performance each of the Named Executive Officers

earned cash performance units under the Corporate Performance Plan equal to 117% of their target opportunities If earned these cash

performance units are subject to an additional two-year vesting period and will be paid in February 2015 The following table reflects the target

amount of cash performance units and the awards earned under the 2012 Corporate Performance Plan reflected in the Non-Equity Incentive

Plan Compensation column

1668623 6265910 1193672 572297 12647804

1707225 2323076 2913618 472465 10333531

The following tables narrative and footnotes discuss the 2012 compensation of the Chairman Chief Executive Officer and President the Chief Financial

Officer and the other three most highly compensated executive officers who are referred to as the Named Executive Officers

Stock

Salary Bonus Awards ii

58i

1749994

1749994

Option

Awards ii

Year End Base

Salary

2012

PIP Target

Actual 2012 PIP

Performance

Results

Target

2012

PIP Award

Actual 2012

GoalSharing

Performance

2012

GoalSharing

Award
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Actual 2012 CPP

2012 CPP Target Performance 2012 CPP Award

Named Executive Officer Award Results

Wendell Weeks 3500000 117% 4095000

James Flaws 1750000 117% 2047500

KIrkP Gregg ioooooo 117% 1170000

Lawrence McRae 1000000 117% 1170000

Jeffey Evenon 550000 117% 643500

Amounts in this column reflect the increase in the actuarial present value of the Named Executive Officers benefits under all defined benefit

pension plans established by the Company determined using interest rate and mortality rate assumptions consistent with those used in the

Companys financial statements This column also includes amounts which the NEO may not currently be entitled to receive because such

amounts are not vested Although this column is also used to report the amount of above market earnings on compensation that is deferred

under the nonqualified deferred compensation plans Corning does not have any above market earnings under its nonqualified deferred

compensation plan also referred to as the Supplemental Investment Plan Increases in the pension present values in the table are due primarily

to significant decrease in the actuarial discount rate used to value these amounts in each of the three years shown Specifically the discount

rate decreased ioo basis points from 4.75% to 3.75% from aoii to 2012 Mr Flaws is currently eligible
for an unreduced pension benefit Our other

NEOs Messrs Weeks Gregg McRae and Evenson are eligible
for an unreduced pension benefit at age 57 55 55 and 6o respectively as more

fully
described under Retirement Plans Supplemental Pension Plan and Executive Supplemental Pension Plan

The following table shows All Other Compensation amounts provided to the Named Executive Officers Personal aircraft rights and home

security are the only services offered to the Named Executive Officers under the Executive Allowance Program The value of the personal aircraft

rights in the table below reflects the incremental cost of providing such perquisites and is calculated based on the average variable operating
costs to the Company Hourly rates are developed using variable operating costs that include fuel costs mileage maintenance crew travel

expense catering and other miscellaneous variable costs The fixed costs that do not change based on usage such as pilot salaries hanger
expense and general taxes and insurance are excluded

Company Match Company Match Value of Value of

on Qualified on Supplemental Personal Aircraft Home Security Other

401k Plan Investment Plan Rights Costs Relocation Perquisites TOTALS

Named Executive Officer Year iii iii

Wendell Weeks 2012 9262 78446 87356 391865 5368 572297

2011 9057 200390 81550 172946 8523 472465

2010 9057 169658 85241 159843v 5315 429114

James Flaws 2012 13894 49440 81414 23378 6407 174533

2011 13585 129258 78272 23759 6022 250896

2010 13585 111649 77657 30670 5315 238876

Kirk Gregg 2012 10000 18513 78272 23355 3139 133278

2011 9778 52947 81960 23759 361 168805

2010 9778 45360 75335 30670 315 161458

Lawrence McRae 2012 15437 23154 23355 368 62315

2011 15129 31281 23759 361 70530

Jeffrey Evenson 2012 10000 8424 37702 23355 400000 368 479849

2011 8827 23768 13291 436289 361 482535

The Executive Allowance Program is tracked on December ito November 30 year

ii These amounts include costs associated with home security

iii These amounts include cost attributable to executive physicals service awards an annual Board gift and contributions made under the Corning
Foundation Matching Gift program

iv This reflects company-paid expenses relating to personal and residential security benefitting Mr Weeks and his family members Mr Weeks
personal safety and security are of vital importance to the companys business and prospects These costs are appropriate corporate business

expenses However because these costs can be viewed as conveying personal benefit to Mr Weeks they are reported as perquisites in this

column

Includes payments made to Dr Evenson as part of his offer to
join Corning to facilitate the sale of his prior home and to relocate to Corning NY

Mr Flaws was paid retention payment of $1.5 million in 2012 for agreeing to delay his retirement and allow for staggered executive successions

He will be
eligible

to receive another payment of $1.5 million in 2013 subject to his continued employment

Pursuant to his compensation arrangement to
join Corning Dr Evenson was paid cash payments of $1.6 million in 2011 and $800000 in 2012

Cash bonuses listed in this column are fixed non-performance based awards such as retention payments or signing bonuses Performance-based cash

awards are listed under the Non-Equity Incentive Plan Compensation column
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Grants of Plan-Based Awards

Estimated Future Payouts Under Non-Equity Incentive Plan Awards

All Other All Other

Stock Option

Awards Awards Exercise Closing Grant

Number Number of or Base Market Date Fair

of Shares Securities Price of Price on Value of

Named Date of of Stock Underlying Option Date of Stock and

Executive Grant Committee Thresholdii Target11
Maximum11 or Units Options Awards Grant Option

Officer Award Date Action $/Sh Awards

Wendell Performance Incentive

Weeks Plan n/a 1689800 3379600

GoalSharing Plan n/a 60350 120700

Cash Performance Units 1/3/12 1/3/12 350000001 52S0O00

Time-Based Restricted

Stock Units 1/3/12 1/3/12 134202 13.04 1749994

Stock Options 1/3/12 1/3/12 111835 13.04 13.04 556206

Stock Options 2/1/12 1/3/12 113049 12.90 12.90 556208

Stock Options 3/1/12 1/3/12 112 439 1297 1297 556 209151

James Performance Incentive

Flaws Plan n/a 818100 1636200

GolSharing Plan n/a 45 450 90 90Q

Cash Performance Units 1/3/12 1/3/12 17500000 2625000

Time-Based Restricted

Stock Units 1/3/12 1/3/12 67101 13.04 87499714

Stock Options 1/3/12 1/3/12 55918 13.04 13.04 278106

Stock Options 2/1/12 1/3/12 56525 12.90 12.90 278106

Stock Options 3/1/12 1/3/12 56219 12.97 12.97 278102

Kirk Perfothiance Incentive

Gregg Plan n/a 480000 960000

GoalSharing Plan n/a 32000 64000

Cash Performance Units 1/3/12 1/3/12 1000000 1500000

Time-Based Restricted

Stock Units 1/3/12 1/3/12 38344 13.04 500006

Stock Options 1/3/12 1/3/12 31953 13.04 1Q4 158917

Stock Options 2/1/12 1/3/12 32300 12.90 12.90 158918

Stock Options 3/1/12 1/3/12 32125 12.97 12.97 158915

Lawrence Performance Incentive

D.McRae Plan n/a 463500 927000

GoalSharing Plan n/a 30900 61800

Cash Performance Units 1/3/12 1/3/12 10000000 i500000

Time Based Restricted

Stock Units 1/3/12 1/3/12 38344 13.04 50O006

Stock Options 1/3/12 1/3/12 31953 13.04 13.04 158917

Stock Options 2/1/12 1/3/12 32300 12.90 .190 15S9185

Stock Options 3/1/12 1/3/12 32125 12.97 12.97 158915

Jeffrey
Performance Incentive

Plan n/a 284700 56940O

Evenson
GoalSharing Plan n/a 21900 43800

Cash Performance Units 1/3112 1/3/12 550000l 825000

Time-Based Restricted

Stock Units 1/3/12 1/3/12 21089 13.04 27500V4

Stock Options 1/3/12 1/3/12 17574 1304 13.04 87404

Stock Options 2/1/12 1/3/12 17765 12.90 12.90 87405

Stock Options 3/1/12 1/3/12 17669 12.97 12.97 87404

Amounts shown in these columns reflect the award amounts under the Companys 2012 Performance Incentive Plan PIP 2012 GoalSharing Plan and

Hi the cash units underthe 2012 Corporate Performance Plan Awards underthese plans are paid in cash If the threshold level of performance is not met

then the payout will be o% If the target amount of performance is met for GoalSharing and PIP then payout is ioo% ofthe target award Ifthe maximum

level of performance is met for GoalSharing and PIP then payout is 200% of the target award These amounts are based on the individuals 2012 year-end

base salary and bonus targets

This amount reflects target amount of cash performance units that were approved for such Named Executive Officer on January 2012 under the 2012

Corporate Performance Plan Actual awards granted for these cash units may range from o% to 150% of the target award

This amount reflects maximum 150% of target amount of cash performance units that were approved for such Named Executive Officer on January

2012 under the 2012 Corporate Performance Plan Actual awards earned for these cash units may range from 0% to io% of the target award Awards

earned are subject to additional time vesting and will be paid in March 2015

This amount reflects the total grant date fair value computed in accordance with FASB ASC Topic 718 of stock awards granted in calendar year 2012

pursuant to the Corning 2012 Corporate Performance Plan and corresponds to the amounts set forth in the Stock Awards column of the ofthe Summary

Compensation Table Stock awards vest ioo% three years after grant date
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Outstanding Equity Awards at Fiscal Year-End

The following table shows outstanding stock option awards classified as exercisable and unexercisable as of December 31 2012 The table also shows

unvested restricted stock awards assuming market value of $12.62 share the NYSE closing price of the Companys stock on December 31 2012

Option Awards Stock Awards

Equity Incentive Equity

Number of Plan Awards Market Incentive Incentive

Numberof Securities Numberof Number Valueof PlanAwards PtanAwards
Securities Underlying Securities of Shares Shares or Number of Market Value

Underlying Unexercised Underlying or Units of Units of Unearned of Unearned

Unexercised Options Unexercised Option Stock That Stock That Shares That Shares That

Named Options Unexer- Unearned Exercise Option Have Not Have Not HaveNot Have Not

Executive Grant Vesting Exercisable cisable Options Price Expiration Vested Vested Vested Vested

Officer Date Code Date 1$

Wendell 04/22/05 130000 13.68 04/27/2015 313645 3958200
Weeks 12/07/05 161500 21.08 12/06/2015

01/02/06 80750 19.68 01/01/2016

02/01/06 80750 24.72 01/31/2016

12/06/06 136500 21.89 12/05/2016

01/02/07 68250 18.85 01/01/2017

02/01/07 68 250 2086 01/31/2017

12/05/07 153500 24.92 12/04/2017

01/02/08 76750 2337 01/01/2018

02/01/08 76750 24.61 01/31/2018

12/03/08 93334 8.67 12/02/2018

01/02/09 180000 10.05 01/01/2019

02/02/09 280000 10.25 02/01/2019

12/02/09 65333 17.82 12/02/2019

01/04/10 43555 21778 19.56 01/04/2020

02/01/10 43556 21778 18.16 02/01/2020

01/03/11 22 517 45 034 1919 01/03/2021

02/01/11 19043 38088 22.69 02/01/2021

03/01/11 19614 39228 22.03 03/01/2021

01/03/12 111835 13.04 01/03/2022

02/01/12 113049 12.90 02/01/2022

03/01/12 112439 12.97 03/01/2022

Total 799 952 503 229

James 12/07/05 77000 21.08 12/06/2015 147285 1858737
Flaws 01/02/06 38500 19.68 01/01/2016

02/01/06 38500 24.72 01/31/2016

12/06/06 66000 21.89 12/05/2016

01/02/07 33000 18.85 01/01/2017

02/01/07 33000 20.86 01/31/2017

02/13/07 18932 21.92 02/02/2013

04/30/07 23327 23.72 02/02/2013

12/05/07 72000 24.92 12/04/2017

01/02/08 36000 23.37 01/01/2018

02/01/08 36000 24.61 01/31/2018

12/03/08 43445 8.67 12/02/2018

01/02/09 43445 10.05 01/01/2019

02/02/09 43445 1025 02/01/2019

12/02/09 30666 17.82 12/02/2019

01/04/10 20444 10223 19.56 01/04/2020

02/01/10 20444 10223 18.16 02/01/2020

01/03/11 10293 20587 19.19 01/03/2021

02/01/11 8705 17412 22.69 02/01/2021

03/01/11 8966 17933 22.03 03/01/2021

01/03/12 55918 13.04 01/03/2022

02/01/12 56 525 1290 02/01/2022

03/01/12 56219 12.97 03/01/2022

Total 702112 245040
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Ootion Awards Stock Awards

Equity Incentive Equity

Number of Plan Awards Market Incentive Incentive

Number of Securities Number of Number Value of Plan Awards Plan Awards

Securities Underlying Securities of Shares Shares or Number of Market Value

Underlying Unexercised Underlying or Units of Units of Unearned of Unearned

Unexercised Options Unexercised Option Stock That Stock That Shares That Shares That

Named Options Unexer- Unearned Exercise Option Have Not Have Not Have Not Have Not

Executive Grant Vesting Exercisable cisable Options Price Expiration
Vested Vested Vested Vested

Officer Date Code Date

Kirk 02/02/04 39500 1279 02/01/2014 93899 1185005

Gregg 05/10/05 15369 1484 01/02/2013

12/07/05 58500 21.08 12/06/2015

01/02/06 29 250 1968 01/01/2016

02/01/06 29250 24.72 01/31/2016

08/07/06 20 396 1832 1/02/2013

12/06/06 48000 21.89 12/05/2016

01/02/07 24 000 1885 01/01/2017

02/01/07 24000 20.86 01/31/2017

02/12/07 19 212 2160 02/02/2013

08/03/07 10284 23.54 02/02/2013

12/05/07 51 000 2492 12/04/2017

01/02/08 25500 23.37 01/01/2018

02/01/08 25 500 2461 01/31/2018

12/03/08 62000 8.67 12/02/2018

01/02/09 62000 1005 01/01/2019

02/02/09 62000 10.25 02/01/2019

12/02/09 21 666 1782 12/02/2019

01/04/10 14444 7223 19.56 01/04/2020

02/01/10 14444 7223 1816 02/01/2020

01/03/11 6433 12867 19.19 01/03/2021

02/01/11 441 10 882 2269 02/01/2021

03/01/11 5604 11208 22.03 03/01/2021

01/03/12 31 953 1304 01/03/2022

02/01/12 32300 12.90 02/01/2022

03/01/12 32125 1297 03/01/2022

Total 673793 145781

Lawrence 12/07/05 22500

McRae 01/02/06 11250

02/01/06 11250

12/06/06 21000

01/02/07 10500

02/01/07 10500

12/05/07 25000

01/02/08 12500

02/01/08 12500

12/03/08 17000

01/02/09 17000

02/02/09 34000

12/02/09 15333

01/04/10 10222 5111

02/01/10 10222 5112

01/03/11 5629 11259

02/01/11 4761 9522

03/01/11 4903 9808

01/03/12 31953

02/01/12 32300

03/01/12 32125

Total 256070 137190

07/01/11 6492 12985

01/03/12 17574

02/01/12 17765

03/01/12 17669

Total 6.492 65.993

21 08 12/06/2015 81 642 030 322

19.68 01/01/2016

24.72 01/31/2016

21.89 12/05/2016

18.85 01/01/2017

20.86 01/31/2017

24.92 12/04/2017

23.37 01/01/2018

2461 01/31/2018

8.67 12/02/2018

1005 01/01/2019

10.25 02/01/2019

17.82 12/02/2019

19.56 01/04/2020

18.16 02/01/2020

19.19 01/03/2021

22.69 02/01/2021

2203 03/01/2021

1304 01/03/2022

12.90 02/01/2022

12.97 03/01/2022

Jeffrey

Evenson

18 54 07/01/2021 29 854 376 757

13.04 01/03/2022

12.90 02/01/2022

12.97 03/01/2022
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The company uses the following vesting codes

100% Vesting year after grant date

ioo% Vesting years after grant date

100% Vesting years after grant date

1/3 Vesting year after grant date 1/3 Vesting years after grant date and 1/3 Vesting years after grant date

Amounts include

88250 39815 29500 20500 and restricted share units granted to Messrs Weeks Flaws Gregg McRae and Dr Evenson respectively on
December 2009 which vest on February 15 2013

ii 91193 40359 26055 22798 and restricted share units granted to Messrs Weeks Flaws Gregg McRae and Dr Evenson respectively on

January 2011 which vest on February 14 2014

iii 8765 restricted shares of our common stock granted to Dr Evenson on July 2011 which vest July 2014

iv 134202 67101 38344 38344 and 21089 restricted share units granted to Messrs Weeks Flaws Gregg McRae and Dr Evenson

respectively on January 2012 which vest on February 16 2015

Year-end market price is based on the December 31 2012 NYSE closing price of $12.62

Option Exercises and Stock Vested

The following table sets forth certain information regarding options exercised and restricted stock that vested during 2012 for the Named Executive

Officers

Qualified Pension Plan

Corning sponsors qualified defined benefit pension plan to provide

retirement income to Cornings U.S.-based employees The plan pays benefits

for salaried employees based upon career average plan compensation

where plan compensation is defined as base pay annual bonus and

awards that are paid including GoalSharing awards Division Cash Awards

Individual Outstanding Contributor Awards and other cash bonuses and

years of credited service Salaried employees are required to contribute

2% of compensation in excess of the Social Security wage base up to the

compensation limit imposed bythe Internal Revenue Code Salaried and

nonunion hourly employees may also contribute 2% of pay up to the

Social Security wage base on voluntary basis

Corning amended its pension plan effective July 2000 to include

cash balance component All salaried and non-union hourly employees

as of July 2000 were given choice to prospectively accrue benefits

under the career average earnings formula or cash balance formula

if so elected Employees hired subsequent to July 2000 earn benefits

underthe cash balance formula

Benefits earned under the career average earnings formula are equal

to i.% of plan compensation plus o.% of plan compensation on which

employee contributions have been made Under the career average

earnings formula participants may retire as early as age 55 with years

of service Unreduced benefits are available when participant attains the

earlier of age 6o with years of service or age with 30 years of service

Otherwise benefits are reduced 4% for each year by which retirement

precedes the attainment of age 60 Pension benefits earned under the

career average earnings formula are distributed in the form of lifetime

annuity with six years of payments guaranteed

Benefits earned under the cash balance formula are expressed in the

form ofa hypothetical account balance Each month participants cash

balance account is increased by pay credits based on the participants

plan compensation for that month and interest credits based on the

participants hypothetical account balance at the end of the
prior

month

Pay credits vary between 3% and 8% based on the participants age plus

service at the end of the year Interest credits are based on 10-year Treasury

bond yields subject to minimum credit of 3.80% Pension benefits

under the cash balance formula may be distributed as either lump

sum of the participants hypothetical account balance or an actuarial

equivalent life annuity

Mr Weeks Mr Flaws and Mr McRae are earning benefits under the career

average earnings formula Mr Gregg earned benefits under the career

average earnings formula up to December 31 2000 and subsequently

earned benefits underthe cash balance formula Dr Evenson is earning

benefits under the cash balance formula Mr Flaws is currently eligible

to retire under the plan

flnfinn Awrdc

Number of Shares Value Realized

Acquired on Exercise on Exercise

Named Executive Officer

Wendell Weeks

James Flaws

Kirk Gregg

Lawrence McRae

Jeffrey W.Evenson

There were no deferrals of amounts received pursuant to these awards

Retirement Plans

Stock Awards

Number of Shares Value Realized

Acquired on Vesting on Vesting

504790 6511791

237269 3060955

168740 2176746

92950 1199055

CORNING INCORPORATED 2073 Proxy Statement 39



Compensation Matters

Since 1986 Corning has maintained nonqualified pension plans to attract

and retain highly-motivated executive workforce by providing eligible

employees with retirement benefits in excess of those permitted under

the qualified plan The benefits provided underthe Supplemental Pension

Plan SPP will be approximately equal to the difference between the

benefits provided under the Corning Incorporated Pension Plan and benefits

that would have been provided thereunder if not for the limitations of

the Employee Retirement Income Security Act of 1974 as amended and

the Internal Revenue Code of 1986 as amended the IRC

Certain employees including each of the Named Executive Officers

participate in the Corning Incorporated Executive Supplemental Pension

Plan ESPP Participants in the ESPP receive no benefits from the SPP

Executives fully vest in their ESPP benefit upon attainment of age
with

io years
of service Participants terminating prior

to
fully vesting in their

ESPP benefit but with years of service will be entitled to ESPP benefits

equivalent to the SPP formula ESPP participants also maintain the
right

to

take any benefits earned under the cash balance formula of the SPP
prior

to their participation in the ESPP as lump sum payment from the ESPP

Under the ESPP participants earn benefits based on the highest 6o

consecutive months of average plan compensation over the last 120

months immediately preceding the date of termination of employment

Plan compensation is defined as base pay plus bonuses paid including

cash payments of GoalSharing awards Performance Incentive Plan awards

Division Cash Awards Individual Outstanding Contributor Awards and

other cash bonuses

change in the benefits provided under the ESPP formula was approved

in December 2006 Subsequent to the change gross benefits determined

under this plan are equal to one of two benefit formulas

Formula 2.0% of average plan compensation multiplied by years of

service up to 25 years

Formula 1.5% of average plan compensation multiplied byyears of service

Prior to the approval of the change in benefit formula in December 2006

ESPP benefits were provided under the following formula

Sum of i.o% of average plan compensation up to Social Security

covered and ii r.% of average plan compensation over Social Security

covered compensation

Multiplied by years of service through the December
31

of the year

prior
to termination of employment

In addition benefits earned in the year of termination of employment are

based on the career average earnings formula or cash balance formula of

the Corning Incorporated Pension Plan without regard to compensation

limits Under this formula average plan compensation was based on the

highest five consecutive calendar years of average plan compensation

overthe ten years immediately preceding the year of termination

Subsequent to the December 2006 change in formula benefits are

determined under Formula for Mr Flaws and Formula Afor all other NEOs

Benefits earned under the Corning Incorporated Pension Plan and the

cash balance formula of the SPP prior to ESPP participation will offset

benefits earned under the preceding formulas

Participants may retire as early as age
with ten years of service Unreduced

benefits under Formulas and are available when participant attains

the earlier of age 60 with io years of service or age with 25 years of

service provided their accrued benefit is less than four times the annual

compensation limitation under Section 401a17 of the Code currently

$ioooooo Effective as of December 28 2012 participants with accrued

benefits in excess of fourtimes the annual compensation limitation under

Section 4o1a17 of the Code must be age with 25 years of service to

receive an unreduced benefit under the ESPP Otherwise benefits from

both formulas and the career average earnings formula from the SPP are

reduced 4% for each year by which retirement precedes the attainment

of age 60 Benefit reductions ofi% peryear by which retirement precedes

age 57 apply if the four times annual compensation limit rule noted above

is in effectforthe participant

In order to attract appropriate executive talent in the past Corning granted

additional years of pension service under its nonqualified plans to select

individuals Mr Greggs amended employment letter amended in 2002

provides for extra years of benefit service under the ESPP See the table

under Pension Benefits However the Company has not provided any

executive with additional years
of service credit since 2002

Benefits earned under the ESPP are distributed in the form of lifetime

annuity with six years
of payments guaranteed except for benefits earned

underthe cash balance formula of the SPP priorto becoming participant

in the ESPP which is distributed as lump sum of the participants

hypothetical account balance

Under Mr Flaws written agreement Corning will purchase life annuity

from an insurance company to pay benefits due under this plan Mr Flaws

is currently eligible
to retire under the plan

The table below shows the actuarial present value of accumulated benefits

payable to each of the NEO5 including the number of years of service

credited to each such under each of the qualified pension plan and

the ESPP These amounts were determined using interest rate and mortality

rate assumptions consistent with those used in the Companys financial

statements with the exception of the assumed retirement age and the

assumed probabilities of leaving employment prior
to retirement Retirement

was assumed to occur at the earliest possible unreduced retirement age for

each plan in which the executive participates For purposes
of determining

the earliest unreduced retirement age service was assumed to be granted

until the actual date of retirement For example an executive under the

ESPP formula who is age
with 20 years of service would be assumed

to retire at age 55 due to
eligibility

of unreduced benefits at 25 years of

service or age 57 if the four times annual compensation limit rule noted

previously applies No termination disability or death was assumed to

occur prior
to retirement Otherwise the assumptions used are described

in Note 13 to our Financial Statements for the year
ended December 31

2012 of our Annual Report on Form 10-K filed with the SEC on February 13

2013 Information regardingthe qualified pension plan can be found under

the heading Qualified Pension Plan

Supplemental Pension Plan and Executive Supplemental Pension Plan

Pension Benefits
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Number of years Present Value of Payments During

Credited Service Accumulated Benefit Last Fiscal Year

Named Executive Officer Plan Name 1$

Wendell Weeks Qualified Pension Plan 30 1449947

ESPP 251 18416659

James Flaws Qualified Pension Plan 40 1944118

ESPP 4Q2 19359286

Kirk Gregg Qualified Pension Plan 19 558470

ESPP 10108427

Lawrence McRae Qualified PensionPlan 27 1217753

ESPP 251 6793047

JeifreyW Evenson Qualified Pension Plan 19606

ESPP 102499

Under Formula
years of service are capped at 25 years in determining benefits under the ESPP

Under Formula years of service are uncapped with formula of 1.5% per year in determining benefits under the ESPP

Mr Greggs 1993 employment letter as amended in 2002 provides for nine extra years of benefit service under the ESPP for retirement on or

after age 55 The additional value generated by these extra nine years of service is currently approximately $2380000 Because of the 25-year

cap on service under Formula implemented after Mr Gregg was hired some or all of these additional years of benefit service will not enhance
Mr Greggs total pension benefit depending on his actual retirement date For example at age 55 Mr Gregg will have 21 actual years of service

so that only four of the nine additional years of service will have any impact on his pension At age 60 Mr Gregg would have 26 actual years of

service so that those additional years of service would not provide any incremental pension value Additional years of service credit have not been

provided to senior executives since this adjustment in 2002

Thetable below shows the contributions earnings and account balances

for the NEO5 in the Supplemental Investment Plan Pursuant to the

Companys Supplemental Investment Plan certain executives including

the NEO5 may choose to defer upto 75% of annual base salary and up to

75% of GoalSharing and Performance Incentive Plan cash bonuses The

participant chooses from the same funds available under our Company
Investment Plan 401k in which to invest the deferred amounts No

cash is actually invested in the unfunded accounts underthe Supplemental

Investment Plan Deferred amounts incur gains and losses based on the

performance of the individual participants investment fund selections

Participants may change their elections among these fund options All of

ourcurrent NEOsotherthan Dr Evenson have morethanthreeyears with

As of December 31 2012

Eligible Pension Final Average

Earnings Earnings

2727870

1943444

1318653

930741

430291

the Company so all of the Companys matching contributions are fully

vested Participants cannot withdraw any amounts from their deferred

compensation balances until retirement from the Company at or after age

55
with years of service Participants may elect to receive distributions as

lump sum payment or two to five annual installments If NEO leaves

the Company priorto retirement the account balance is distributed in

lump sum six-months following the executives departure

No NEO withdrawals or distributions were made in 2012

The compensation covered by the qualified pension plan and the ESPP

for the Named Executive Officers is the Salary plus the GoalSharing

and Performance Incentive Plan cash bonuses set forth in the Summary

Compensation Table Bonuses are included as compensation in the

caiendaryear paid Long-term cash or equity incentives are not and have

never been considered as eligible earnings for determining retirement

benefits under these plans For the 2012 calendaryear the Named Executive

Officers
eligible earnings and final average compensation were as follows

Wendell Weeks 1420383

James Flaws
1025652

KirkP.Gregg 112820

Lawrence McRae 685064

Jeffrey Evenson 460607

Nonqualified Deferred Compensation
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Severance Agreements

With the exception of Dr Evenson we have entered into severance

agreements with each of our NEOs Effective for all new executive severance

agreements
and executive change in control agreements entered into after

July 2004 the Compensation Committee and Board of Directors approved

policy to limit benefits that may be provided to an executive under any

new agreement to 2.99 times the executives annual compensation of

base salary plus target incentive payments the Overall Limit All of

the NEOs other than Dr Evenson are parties to executive severance and

change in control agreements executed prior to iuly 2004 and therefore

are not affected by the Overall Limit

Severance AgreementsMr Weeks

Under Mr Weeks severance agreement if he is terminated involuntarily

and without cause conviction for felony commission of fraud

theft or embezzlement that materially damages the financial condition

of Corning or gross abdication of duties or as result of disability he

is entitled to the following

Base salary reimbursable expenses and annual bonus accrued and

owing as of the date of termination lump sum payment

severance amount equal to 2.99 times his then base salary plus an

annual bonus amount calculated at 100% of target that would have

been paid for the fiscal year in which the termination occurs lump

sum payment

Continued participation in the Companys benefit plans for up to

three years

In the calendar year following the year in which the termination occurs

subject to six-month waiting period the purchase of his principal

residence by the Company upon request and

Receipt of an additional three years of service credit under Cornings

Executive Supplemental Pension Plan but subject to the service limits

under such plan

Since Mr Weeks already has more than 25 years of service with the

Company this provision has no additional impact on his benefit

If however Mr Weeks is terminated for cause as described above or

he resigns he would be entitled to accrued but unpaid salary lump

sum payment and any reimbursable expenses accrued or owingto him

and forfeit any outstanding stock option awards

Severance AgreementsOther Named Executive Officers

Generally under the severance agreements Named Executive Officer

is entitled to severance payments if he is terminated involuntarily other

than for cause conviction of felony or misdemeanor involving moral

turpitude material breach of Cornings Code of Conduct gross abdication

of duties or misappropriation of Company assets or dishonesty or business

conduct that causes material harm to Corning

In addition involuntarytermination ofan executive does not include

Voluntarytermination

Voluntary retirement at or after age 55

Termination as result of
disability

or death

Termination of employment as result of the sale of all or part of

Cornings business and the executive has an opportunityto continue

employment with buyer for comparable total compensation and

Termination as result ofa change in control of Corning if the executive

has separate change in control agreement

Under the severance agreements
Named Executive Officer other than

Mr Weeks and Dr Evenson is entitled to receive the following

Accrued but unpaid base salary reimbursable expenses vacation pay

and the executives target percentage for the annual bonus plans

multiplied by the executives salary pro-rated to the last day of the

month closest to the termination date lump sum payment

severance amount equal to 2.99 times in the case of Mr Flaws and

two times in the case of Mr Gregg McRae and Evenson the executives

Aggregate Balance

at January 12012

1$

Executive

Contributions

in 2012

Company

Contributions

in 20122

SI

Aggregate Earnings

in 2012

$1

Aggregate

Withdrawals/

Distributions

in 2012

SI

Aggregate

Balance as of

December 31 2012

SI
Named Executive Officer

Wendell Weeks 2556261 76223 78446 268714 2979644

James Flaws 3533546 52425 49440 302292 3937703

Kirk Gregg 1403459 27769 18513 138837 158857S

Lawrence McRae

jeffrey Evenson 12636 8424 847 21908

Reflects participation in the Supplemental Investment Plan by Messrs Weeks Flaws and Gregg and Dr Evenson in the deferral of portion of

their 2012 base salaries and participation by Messrs Weeks Flaws and Gregg in the deferral of portion of the bonus received in 2012 for
prior

year performance The Named Executive Officers contributions are included in the Summary Compensation Table as part of Salary and/or

Non-Equity Incentive Plan Compensation

Reflects Company match on the Supplemental Investment Plan which was credited to the account of the Named Executive Officers in 2012 All

of these amounts are included in the All Other Compensation column of the Summary Compensation Table and are also detailed in footnote

to that Table

Reflects aggregate earnings on each type of deferred compensation listed above The earnings on deferred base salary and bonus payments

are calculated based on the actual returns from the same fund choices that Company employees have in the qualified 401k plan Currently

employees have 14 fund choices that they may select from As nonqualified plans these plans are unfunded which means that no actual dollars

are invested in these funds The Company does not provide any above market interest rates or other special terms for any deferred amounts As

result these amounts are not included in the Change in Pension Value column of the Summary Compensation Table

Arrangements with Named Executive Officers
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then base salary plus an annual bonus amount an amount equal to

executives salary multiplied bythe executives target percentage in effect

on the termination date under the Companys Performance Incentive

Plan and 5% target under the GoalSharing Plan lump sum payment

Continued medical dental and hospitalization benefits for 24 months

In the calendaryear following theyear in which the terrnination occurs

subject to six-month waiting period the purchase of his principal

residence by the Company upon request

Receipt of an additional 2.99 years in the case of Mr Flaws and two

years in the case of Messrs Gregg and McRae of service credit under

Cornings nonqualified retirement plans but subject to the service

limits under such plan Since Mr Gregg and Mr McRae already have

more than 25 years of service with the Company this provision has no

additional impact on their benefits and

Outplacement benefits up to maximum amount of $50000

While Dr Evenson has not yet signed severance agreement the Company

has agreed to provide him with lump sum cash severance benefit equal

to two times his then base salary plus an annual bonus amount an
amount equal to executives salary multiplied by the executives target

percentage in effect on the termination date under the Companys
Performance Incentive Plan and 5% target under the GoalSharing Plan

Dr Evenson would also receive assistance for continued medical dental

and hospitalization benefits

The following table reflects the amounts that would be payable under the various arrangements assuming termination occurred at December 31 2012

Termination Scenarios Including Severance if eligible

Named Executive Voluntary1 For Cause1 Death Disability1 Without Cause

Officer

Wendell Weeks Severance Amount n/a n/a n/a n/a 841 879

Value of Benefits Continuation n/a n/a n/a n/a 533522

Valueof Outplacement Services n/a n/a n/a n/a n/a

200000 to

Purchase of Principle Residence n/a n/a n/a n/a 1000000
Pension Non-Qualified Annuity 632195 632195 1264389 632195

Pension Non-Qualified Lump Sum n/a n/a n/a n/a n/a

Pension Qualified Annuity 99 546 99 546 49 773 99 546 546

James Flaws Severance Amount n/a n/a n/a n/a 5299925

Valueof Benefits Continuation n/a n/a n/a n/a 2372t2

ValueofOutplacementServices n/a n/a n/a n/a 50000

200 000 to

Purchase of Principle Residence n/a n/a n/a n/a 000 0001

Pension Non-Qualified Annuity 1012501 1012501 1012501 1099665

Pension Non-Qualified Lump Sum n/a n/a rt/a n/a na
Pension-Qualified Annuity 138989 138989 69495 138989 138989

Kirk Gregg SeveranceAmouqt n/a n/a n/a n/a 230400O

Value of Benefits Continuation n/a n/a n/a n/a 355682

ValueofOutplacementServices n/a n/a n/a n/a 50000

200000to
Purchase of Principle Residence n/a n/a n/a n/a 1000000
Pension Non Qualified Annuity 311 757 311 757 623 513 311757

Pension Non-Qualified Lump Sum n/a n/a n/a n/a n/a

Pension-Qualified Annuity 23878 23878 11939 23878 2387

Pension-Qualified Lump Sum 236580 236580 236580 236580 236580

LawrenceD McRae SeveranceAmount n/a n/a n/a n/a 2224800

Value of Benefits Continuation n/a n/a n/a n/a 355682

Value of Outplacement Services n/a n/a n/a n/a 50000

200000 to

Purchase of Principle Residence n/a n/a n/a n/a 1000000
Pension Non-Qualified Annuity 200084 200084 400167 200084

Pension Non-Qualified Lump Sum n/a n/a n/a n/a n/a

Pension Qualified Annuity 81 504 81 504 40 752 81 504 81 504

Jeffrey Evenson Severance Amount n/a n/a n/a n/a 1489200

Value of Benefits Contlnuatloi n/a n/a n/a n/a 39
Value of Outplacement Services n/a n/a n/a n/a 50000

200 000 to

Purchase of Principle Residence n/a n/a n/a n/a 1000 0Q0
Pension Non-Qualified Annuity 10686

Pension Non Qualified Lump Sum n/a n/a n/a n/a fl/a

Pension-Qualified Lump Sum 19436 22147
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Cornings team approach as applied to our Named Executive Officers

compensation results in similarly situated executives being treated

consFtently Currently the terms of both the severance and change

in control agreements are bifurcated similarly between those Named

Executive Officers who are Board members and those who are not i.e

cash severance payments range from two to 2.99 times the executives

base salary and annual bonus amount These ranges and periods were

not negotiated individually with the executives but were put in place by

the Committee having determined that these terms and multiples were

appropriate for such agreements

Change in Control Agreements

We have entered into change in control agreements with each of the Named

Executive Officers except Dr Evenson who does not yet have written

agreement These agreements are intended to provide for continuity of

management if there is change in control of Corning These agreements

will be effective until the executive leaves the employ of Corning or until

the executive ceases to be an officer of Corning

The agreements define change in control as any of the following so

long as the event is also change in control within the meaning of

Section 4o9A of the Code

Any person acquires 30% or more of Cornings voting securities

beneficial owner

beneficial owner increases his ownership from 30% or more to 50%

or more of Cornings voting securities

majority of Cornings directors are replaced during the term of the

agreement without approval of at least two-thirds of the existing

directors or directors previously approved by the existing directors

Consummation of any merger consolidation or reorganization involving

Corning unless the outstanding voting securities of Corning prior to the

transaction continue to represent at least 50% of the voting securities

of Corning or the new company

Corning is liquidated or dissolved or

All or substantially all of Cornings assets are disposed ofor sold

If during the term of the agreement change in control occurs each

Named Executive Officer is entitled to the following

All restrictions on any restricted stock and stock options held by the

executive lapse the options vest and become immediately exercisable

If Mr Weeks is terminated without cause conviction for felony

fraud theft or embezzlement against the Company gross abdication

of duties ii resigns for good reason generally material adverse

change in the executives title position or responsibilities reduction in

the executives base salary relocation material reduction in the level of

employee benefits material breach by the Company of its obl1gations

under the agreement or successor companys failure to honor the

agreement such period change in control period or resigns

or is terminated for any reason within fouryears following change in

control or the employment of any Named Executive Officer other

than Mr Weeks or Dr Evenson is terminated absent cause by reason of

death or disability or by the executive for good reason during change

in control period or within fouryears following change in control each

is entitled to the followirg

Accrued but unpaid basesalary reimbursable expenses vacation pay

and the executives target percentage for the annual bonus plans

multiplied by the executivesalary pro-rated to the last day of the

month closest to the termination date lump sum payment

severance amount equal to 2.99 times for Messrs Weeks and Flaws

and two times for Mr Messrs Gregg and McRae his then base salary

plus an annual bonus amount lump sum payment

Continued participation in the Companys benefit plans for 36 months

Upon request purchase of his principal residence

Receipt of an additional five years of service credit under Cornings

Executive Supplemental Pension Plan subject to the service credit

limits under the plan and

Outplacement benefits equal to 20% of base salary excluding

Mr Weeks

If Named Executive Officers employment is terminated for cause for

Mr Weeks cause is described above with respect to the other Named

Executive Officers cause means conviction for felony or misdemeanor

involving crime of moral turpitude misappropriation of Company

assets or gross abdication of duties or resigns for other than good

reason described above or the Named Executive Officers employment

terminates by reason of death or disability physical or mental infirmity

which impairs the executives abilityto substantially perform his duties

for 180 consecutive days or i8o days during any twelve month period

the Named Executive Officer is entitled to

Accrued but unpaid base salary reimbursable expenses vacation pay

and the executives target percentage for the annual bonus plans

multiplied by the executives salary pro-rated to the last day of the

month closest to the termination date lump sum payment

In addition each Named Executive Officer other than Dr Evenson is

generally entitled to receive gross-up payment in an amount sufficient to

make him whole for any federal excise tax on excess parachute payments

imposed under Section 280G and 4999 of the Code However if the federal

excise tax can be avoided by reducing the related payments by present

value of $45000 or less then the payment will be reduced to the extent

necessary to avoid the excise tax and no gross up payment will be made

to the Named Executive Officer

Non-qualified plan benefits shown for all Named Executive Officers are payable from the Executive Supplemental Pension Plan The timing

and form of the benefits payable in the table above for voluntary termination are as follows Messrs Weeks Gregg McRae and Dr Evensons

Executive Supplemental Pension Plan benefits are payable as life annuity beginning at age Mr Flaws benefit is payable as an immediate

life annuity with six years guaranteed

The value of medical and dental benefits continuation is estimated at $17784 for family coverage for Messers Weeks Gregg and McRae

three years of benefits continuation for Mr Weeks and two years of benefits continuation for Messrs Gregg and McRae Mr Flaws benefits

continuation is estimated at $i856 per year for two years Dr Evenson would receive lump sum equivalent totwo years COBRA premiums

The Named Executive officers may also request that Corning purchase their principal residence Corning is unable to accurately and precisely

estimate the value that may be delivered under this provision as it requires an independent appraisal of the executives residence as well as

calculation of the executives purchase price of the residence plus percentage of documented improvements made to the property These

values are not maintained by Corning in its normal course of business They are required only if an executive is terminated Under the terms

of the severance agreements an executive may request that the Company purchase the executives principal residence in the Corning New

York area Such purchase must be finalized in the calendar year following the year in which the executives termination occurred subject to

six-month waiting period and shall be made at the greater of the residences appraised value at the termination date as determined

in accordance with the Companys relocation policies in effect immediately prior to the involuntary termination or ii The total cost of the

residence plus improvements and tax gross-up as applicable Protected Value as determined in accordance with the Comtpanys Protected

Value policy in effect as of the date of the relevant severance agreement The values above represent estimates of how much the Protected Value

calculation may exceed the appraised value of the property and includes an associated tax gross up
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The following table reflects the amounts that would be payable under the various arrangements assuming that change in control occurred on

December 31 2012

In addition to the above the Named Executive Officers may also request

that Corning purchase their principal residence The value of such benefit

is generally estimated to be in the range of $200000 to $1000000

Corning is unable to accurately and precisely estimate the value as it

requires an independent appraisal of the executives residence as well as

calculation of the executives purchase price of such residence and any

documented improvements made to the property This is data that Corning

does not maintain in its normal course of business See footnote to the

Termination Scenarios

The Company uses combination of cash and stock-based compensation to attract and retain qualified candidates to serve on the Board as described

below Members of the Board who are employees of the Company are not compensated for service on the Board or any of its Committees

Annual Cash Fees

Compensation for directors in 2012 included

An annual cash retainer of $60000 and

$1750 for each Board committee meeting or other special session

attended

Directors who join the Board during the Board service year receive

pro-rata portion of the annual cash retainer

Chairpersons receive an additional retainer of $15000 peryear Corning

pays $25000 annual cash retainer to the Lead Director Mr Smithburg

received $8333 of additional compensation for his services as Lead

Directorthrough April 2012 and Mr Gund received $16667 of additional

compensation for his services as Lead Director during 2012

Long-term Equity Compensation

Directors may elect to defer all or portion of their cash compensation

As of January 13 2013 amounts deferred may be paid in cash or stock

as applicable and while deferred may be allocated to an account

earning interest compounded quarterly at the rate equal to the greater

of the prime rate of Citibank N.A at the end of each calendar quarter

restricted stock unit account or combination of such accounts

At December 31 2012 six directors had elected to defer compensation

Each non-management director annually receives form of long-term

equity compensation approved by the Compensation Committee Non-

management directors generally receive their awards at the February

meeting If however non-management director is appointed between

the February meeting and December 31 then that director will receive

his/her pro-rata award shortly after joining the Board

During 2012 Corning issued 8915 shares of restricted stock to each non-

management director under the 2010 Equity Plan for Non-Management

directors except for Stephanie Burns who received 8172 shares For any

director serving less than year such grants were prorated These restricted

shares are subject to forfeiture and are not available for transfer or exercise

until six months after the date of directors retirement or resignation

Non-management directors are reimbursed for expenses including costs

of travel food and lodging incurred in attending Board committee and

shareholder meetings While travel to such meetings may include the use

of Company aircraft if available or appropriate under the circumstances

the directors generally use commercial transportation or their own

transportation Directors are also reimbursed for reasonable expenses
associated with other business activities including participation in

director education programs

Cash-Based Long-Term lncentives Taxes

Excise

Interrupted Tax Total Long Term Less

Cash Performance Gross Cash- Interrupted Incentive Employee Excise Total

Named Executive Severance Cycles ESPP Misc Up Based Performance Awards Total Pre- Income Tax After-Tax

Officer Benefits Cycles Tax Benefit Tax Benefit

Wendell Weeks 921 540 19150 444 140 000 29 211 984 14 758 200 43970184 22 323 662 21 646 521

James Flaws 5835780 15839905 140000 21815685 7050337 28866022 14655280 14210743

Kirk Gregg 2508800 9368040 140000 1201684a 4485005 190845 8377987 81238S9

Lawrence

McRae 2422560 7271187 140000 9833747 3805322 13639069 6924555 6714514

JeifreyW
Evenson 1611840 790243 125QQ0 2527083 3888841 1974364 1914425

In accordance with IRS rulesthe calculation of excisetax gross-up is complex calculation that can vary dramaticallyfrom yeartoyear depending
on the facts and variables applicable at the time of change in control For calculations performed at December 31 2012 none of the Named
Executive Officers were subject to the excise tax so as result no excise tax gross-up was applicable

Long-term incentives includes combination of equity stock options and restricted stock units and cash cash performance units which vest

upon change of control

Director Compensation
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Other

Corning has Directors Charitable Giving Program pursuant to which

director may direct the Company to make charitable bequest to one or

more qualified
charitable organizations recommended by such director and

approved by Corning in the amount of $1ooo000 management directors

or $1250000 non-management directors following his or her death We

fund this program by purchasing insurance policies on the lives of the

directors However we are under no obligation to use the proceeds of the

insurance
policies

to fund directors bequest and can elect to retain any

proceeds from the policies as assets of Corning and use another source of

funds to pay the directors bequests In 2012 we paid total of $139120 in

premiums and fees on such
policies

for our current directors Because the

charitable deductions and cash surrender value of life insurance policies

accrue solelyto Corning the directors derive no financial benefit from the

program and we do not includethese amounts in the directors compensation

Generally one must be director for fiveyears to participate
in the program

In 2012 Messrs Cummings Flaws Gund Landgraf Tookes and Weeks and

Drs Brown Rieman and Ruding were eligible to participate in the program

Director Summary Compensation Table

Directors are also eligible to participate
in the Corning Foundation Matching

Gift Program for eligible charitable organizations This Program is available

to all Corning employees The maximum matching gift amount available

from the Foundation for each participant in the Program is $5000 ri any

calendar year

Corning also pays premiums on directors and officers liability
insurance

policies covering directors

From time to time spouses may also
join non-management

directors when

traveling to or from Board committee or shareholder meetings which

may include the use of Company aircraft While Corning generally incurs

no additional cost this travel may result in the non-management director

recognizing income for tax purposes Corning does not reimburse the

non-management director for the estimated taxes incurred in connection

with such income

The following table discloses the cash equity awards and other compensation earned paid or awarded as the case may be to each ofthe Companys

non-management directors for the fiscal year ended December 31 2012

Named Executive Officer

John Seely Brown

Stephanie Burns

John Canning Jr

Richard Clark

Robert Cummings Jr

Gordon Gund

Kurt Landgraf

Deborah Rieman

Onno Ruding

William Smithburg

Glenn Tilton

Hansel Tookes II

Mark Wrihton

Fees Earned or

Paid in Cash

130000

121250

130000

145750

151000

170417

155500

150500

153750

68333

32250

135250

150250

Stock

Awardsii

115004

105419

115004

115004

115004

115004

115004

115004

115004

38339

38339

115004

115004

Option

Awards

Non-Equity

Incentive Plan

Compensation

Change in Pension Value

And Nonqualified Deferred All Other

Compensation Earnings Compensation Total

1$

245004

226669

5000 250004

2500 263254

266004

5000i4i 290421

270504

265504

268754

106672

70589

250254

5000 270254

Dr Burns joined the Board in January 2012 Mr Smithburg retired from the Board in
April 2012 Mr Tiltons Board term expired in April 2012

Amounts in this column reflect the aggregate grant date fair value computed in accordance with FASB ASC Topic 718 of awards of restricted

stock granted pursuant to the 2003 Equity Plan for Non-Employee Directors or 2010 Equity Plan for Non-Employee Directors Assumptions used

in the calculation of these amounts are included in Note 19 to the Companys audited financial statements forthe fiscal year
ended December 31

2012 included in the Companys Annual Report on Form 10-K filed with the SEC on February 13 2013 There can be no assurance that the grant

date fair value amounts will ever be realized As of December 31 2012 each Director had the following number of award shares outstanding

69627 for Dr Brown 8172 for Dr Burns 16788 for Mr Canning 9600 for Mr Clark 32324 for Mr Cummings 69627 for Mr Gund 30595 for

Mr Landgraf 67251 for Dr Rieman 69627 for Dr Ruding for Mr Smithburg for Mr Tilton 54501 for Mr Tookes and 25951 for Dr Wrighton

Total stock holdings for directors as of December 31 2012 are shown in the Security Ownership of Certain Beneficial Owners table

No stock options were granted to non-employee directors in 2012 As of December 31 2012 each Director has the following number of options

outstanding 28631 for Dr Brown for Dr Burns 1323 for Mr Canning for Mr Clark 11872 for Mr Cummings 28631 for Mr Gund 9868

for Mr Landgraf 28631 for Dr Rieman 38631 for Dr Ruding 28631 for Mr Smithburg 205 for Mr Tilton 28631 for Mr Tookes and 6775 for

Dr Wrighton

Reflects $5000 charitable donation match made by Corning Foundations Matching Gift Program

Reflects $2500 charitable donation match made by Corning Foundations Matching Gift Program
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Report of our Audit Committee

The purpose of the Audit Committee is to assist the Board of Directors

in its general oversight of Cornings financial reporting internal controls

and audit functions The Audit Committee operates under written

charter adopted by the Board of Directors The directors who serve on

the Audit Committee have no financial or personal ties to Corning other

than director compensation and equity ownership as described in this

proxy statement and are all financially literate and independent for

purposes of the New York Stock Exchange listing standards The Board

of Directors has determined that none of the Audit Committee members

have relationship with Corning that may interfere with the members

independence from Corning and its management

The Audit Committee met with management periodically during the

year to consider the adequacy of Cornings internal controls and the

objectivity of its financial reporting The Audit Committee discussed

these matters with Cornings independent registered public accounting

firm and with the appropriate financial personnel and internal auditors

The Audit Committee also discussed with Cornings senior management
and independent registered public accounting firm the process used for

certifications by Cornings Chief Executive Officer and Chief Financial

Officer which is required for certain of Cornings filings with the SEC The

Audit Committee met privately with both the independent registered

public accounting firm and the internal auditors both of whom have

unrestricted access to the Audit Committee

The Audit Committee has reviewed and discussed the consolidated

financial statements with management and the independent registered

public accounting firm Management is responsible for the preparation

presentation and integrity of Cornings financial statements accounting

and financial reporting principles establishing and maintaining disclosure

controls and procedures as defined in Exchange Act Rule 13a-15e

establishing and maintaining internal control overfinancial reporting

as defined in Exchange Act Rule 13a-15f evaluating the effectiveness

of disclosure controls and procedures evaluating the effectiveness of

internal control overfinancial reporting and evaluating any change

that has materially affected or is reasonably likely
to materially affect

internal control over financial reporting The independent registered

public accounting firm is responsible for performing an independent audit

of the consolidated financial statements and expressing an opinion on

the conformity of those financial statements with accounting principles

generally accepted in the United States as well as expressing an opinion

on the effectiveness of internal control over financial reporting

During the course of 2012 management updated the documentation

and performed testing and evaluation of Cornings system of internal

control over financial reporting in response to the requirements set forth

in Section 404 of the Sarbanes-Oxley Act of 2002 and related regulations

The Audit Committee was kept apprised ofthe progress of the evaluation

and it provided oversight and advice to management during the process

In connection with this oversight the Audit Committee received periodic

updates provided by management internal audit and the independent

registered public accounting firm at each regularly scheduled Audit

Committee meeting At the conclusion of the process management

provided the Audit Committee with and the Audit Committee reviewed

report on the effectiveness of Cornings internal control over financial

reporting The Audit Committee also reviewed the report of management

contained in Cornings Annual Report on Form 10-K for the year ended

December 31 2012 filed with the SEC as well as PricewaterhouseCoopers

LLPs Report of Independent Registered Public Accounting Firm included

in Cornings Annual Report on Form 10-K related to its audits of the

consolidated financial statements and financial statement schedule and

the effectiveness of internal control over financial reporting

The Audit Committee has discussed with the independent registered

public accounting firm the matters reqvired to be discussed by SAS 114

The Auditors Communication with Those Charged with Governance

and Public Company Accounting Oversight Board Auditing Standard No

An Audit of Internal Control Over Financial Reporting That is Integrated

with an Audit of Financial Statements In addition the Audit Committee

has received from the independent registered public accounting firm the

written disclosures and the letter required by applicable requirements of

the Public Company Accounting Oversight Board regarding the independent

registered public accounting firms communications with the Audit

Committee concerning independence and discussed with them their

independence from Corning and its management The Audit Committee

has considered whetherthe provision of permitted non-audit services by

the independent registered public accounting firm to Corning is compatible

with the auditors independence

Based on these reviews and discussions the Audit Committee recommended

to the Board of Directors and the Board of Directors approved that the

audited financial statements be included in Cornings Annual Report on

Form 10-K for the year ended December 31 2012

The Audit Committee

Kurt Landgraf Chairman

Richard Clark

Robert CummingsJr

Kevin Martin recused from approval as new Committee member
Deborah Rieman

Onno Ruding

Mark Wrighton
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Proposal

The Audit Committee is responsible for selecting Cornings independent

registered public accounting firm At the meeting of the Audit Committee

of the Board of Directors held on February 2013 the Audit Committee

appointed PricewaterhouseCoopers LLP as the independent registered public

accounting firm for the 2013 fiscal year Although shareholder approval

for this appointment is not required the Audit Committee and the Board

of Directors are submitting the selection of PricewaterhouseCoopers LLP

for ratification to obtain the views of shareholders If the appointment is

not ratified the Audit Committee will consider the shareholders views

in the future selection of Cornings auditors

In making the appointment of PricewaterhouseCoopers LLP as Cornings

independent registered public accounting firm for the fiscal year

ending December 31 2013 the Audit Committee considered whether

PricewaterhouseCoopers LLPs provision of services other than audit

services is compatible with maintaining independence as our independent

registered public accounting firm Before
selecting PwC the Audit Committee

The Audit Committee has adopted policy for pre-approval of audit

and permitted non-audit services by Cornings independent registered

public accounting firm The full Audit Committee approves annually

projected services and fee estimates for these services and other major

types of services The Audit Committee Chairman has been designated

by the Audit Committee to approve any services arising during the year

that were not pre-approved by the Audit Committee and services that

were pre-approved but the associated fees will materially exceed the

budget established for the type of service at issue Services approved by

considered the firms qualifications as an independent registered public

accounting firm for the Company This included review of its performance

in prior years qualifications of key members of the engagement team as

well as its reputation for integrity
and competence in the fields of accounting

and auditing The Committees review included inquiry concerning any

litigation involving PwC and any regulatory proceedings against the firm

Corning expects representatives of PricewaterhouseCoopers LLP to be

present at the Annual Meeting and available to respond to questions

which may be raised there These representatives may comment on the

financial statements if they so desire

Our Board unanimously recommends vote FOR the

ratification of the appointment of PricewaterhouseCoopers

LLP as our independent registered public accounting firm

for the fiscal
year ending December 31 2013

the Chairman are communicated to the full Audit Committee at its next

regular meeting For each proposed service the independent registered

public accounting firm is required to provide supporting documentation

detailing said service and confirm that the provision of such services does

not impair its independence The Audit Committee regularly reviews

reports detailing services provided to Corning by its independent registered

public accounting firm

Ratification of Appointment of Independent

Registered Public Accounting Firm

Fees Paid to Independent Registered Public Accounting Firm

Aggregate fees for professional services rendered by PricewaterhouseCoopers UP in 2011 and 2012

2011 2012

8519000 7134000
Audit Fees

638000 716000
Audit Related Fees

642000 1429000
Tax Fees

All Other Fees 93000 24000

Total Fees 9892OO0 9213000

Audit Fees These fees are comprised of professional services rendered in benefit plan audits agreed upon procedures in connection with required

connection with the audit of Cornings consolidated financial statements regulatory filings and implementation of new accounting standards at

including the audit of the effectiveness of internal control over financial certain international locations 2011

reporting and selected international locations reviews of Cornings

quarterly consolidated financial statements on Form io-Q that are
Tax Fees These fees are comprised of statutory tax compliance preparation

customary under auditing standards generally accepted in the United

and assistance for Cornings foreign jurisdiction subsidiaries expatriate

States and an audit performed for transaction which did not occur in

tax return compliance other tax compliance projects and assistance in

2011 $2210000 Audit fees also include statutory audits of Cornings
preparing tax advance pricing agreement which was responsible for

foreign jurisdiction subsidiaries comfort letters and consents for other
the majority of the year over year change $750000

SEC
filings 2011 and reviews of documents filed with the SEC All Other Fees These fees include fee relating to licensing technical

Audit Related Fees These fees are com prised of professional services
accounting software from the independent registered public accounting

rendered in connection with due diligence pertaining to acquisitions

firm fee to subscribe to certain benchmarking studies published by the

internal control reviews at an equity investment company procedures to
independent registered public accounting firm and

legal
related document

translate certain financial statements for foreign subsidiaries employee
production requests 2011

Policy Regarding Audit Committee Pre-Approval of Audit and Permitted Non-Audit

Services of Independent Registered Public Accounting Firm
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Certain Beneficial Relationships and Related Transactions

Related Party Transactions Policy

Corning has adopted written policy that addresses related party

transactions related party of Corning includes

director

aseniorofficer

an immediate family member of director or senior officer

shareholder who owns more than 5% of Cornings voting securities or

an entity
in which director senior officer or more than 5% shareholder

has substantial ownership interest

Other Matters

Corning is headquartered in small community in upstate New York The

Company routinely makes contributions to number of civic educational

charitable and cultural institutions that improve the quality of life and

increase the resources of the community making it more attractive to

employees In small community inevitably employees including executives

and their spouses have relationships with the non-profit organizations

that receive such contributions from the Company

In February 2011 Corning agreed to construct and lease new building

for the Alternative School for Math and Science ASMS private middle

school with an advanced curriculum focusing on science and math located

in Corning New York Construction was completed in 2012 and spending

to complete the project in 2012 totaled $6.7 million Also in 2012 the

Company provided and paid for certain maintenance and upkeep of the

ASMS facility which totaled $isooo The school is open to the public

Currently children of Corning employees represent approximately 6%
of the enrollment Mark Rogus Senior Vice President and Treasurer

Christine Pambianchi Senior Vice President Human Resources Curt

Weinstein Vice President Kim Frock Weeks spouse of Wendell Weeks

our Chairman Chief Executive Officer and President and Patti Hinman

spouse of Thomas Hinman Senior Vice President serve on the ASMS

board of trustees Ms Frock Weeks also serves as Administrative Head

of School at ASMS but receives no salary or benefits in this role Corning

may make additional contributions to ASMS in the future

Subject to receipt of appropriate reporting and documentation the

Corning Incorporated Foundation authorized million cash grant

to the Corning-Painted Post Area School District to assist the District in

meeting its 2012-2013 budget priorities and to maintain existing educational

programs and services across the District The Corning Incorporated

Foundation may make additional contributions in the future to support

education in the District over the longer term

Under the policy all related party transactions must be reviewed by the

General Counsel or other disinterested officer Any transaction involving

director is also reviewed approved or ratified by the Nominating and

Corporate Governance Committee Anytransaction involving an executive

officer is also reviewed approved or ratified by the Audit Committee In

order for any such transaction to be approved or ratified the transaction

must be shown to furtherthe interest of the Company and have appropriate

safeguards established

All approved or ratified related party transactions shall be reported to

the Audit Committee and the Nominating and Corporate Governance

Committee in those instances where such committee did not participate

in the review approval or ratification process

Corning makes annual contributions to the Corning Museum of Glass

CMoG and the Rockwell Museum of Western Art the Rockwell

Both are located in Corning New York In 2012 Corning provided cash

contributions and non-cash contributions of services-to CM0G and the

Rockwell of approximately $o million and $2.7 million respectively

Wendell Weeks Chairman Chief Executive Officer and President

James Flaws Vice Chairman and Chief Financial Officer Jeffrey

Evenson Senior Vice President and Operations Chief of Staff and Mark

Rogus Senior Vice President and Treasurer serve on the CM0G board of

trustees Denise Hauselt Vice President and Assistant General Counsel

is on the Rockwell board of trustees Additionally Corning has approved

up to $104 million for expansion and improvement of CM0G facilities

owned by Corning The expansion funding will take place over three years

In July 2012 Corning forgave $165000 of the
principal

ofa previously made

$500000 unsecured loan to the Clemens Center CC performing

arts center located in Elmira New York The funds were used to assist CC

with recent renovations to its main theater Gary Calabrese Senior Vice

President Global Research is on the CC board of trustees
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Beneficial Ownership

Directors and Executive Officers

The following table shows as of December 31 2012 the number of shares of Corning Common Stock beneficially owned and the aggregate number

of shares of Common Stock and Common Stock-based equity including stock options and RSUs that will vest or become exercisable within 6o days

as applicable held by

each director and NEO and

all directors Section i6 officers and NEOs as group

Amount and Nature Percent

Name of Beneficial Ownershlp11413 of Class

Directors

John Brown 156169

Stephanie Burns 8172

John Canning Jr 77670

Richard Clark 9600

Robert CummingsJr 94196

Gordon Gund 623 504

Kurt Landgraf
40463

Deborah Rieman 131132

Onno Ruding 119861

HanselE Tookesll 93132

33726MarkS Wrighton

Named Executive Officers

Wendell Weeks 2664867

James B.Flaws 1156748

Kirk Gregg
866315

Lawrence Mckae 342087

Jeffrey Evenson 15257

All Directors Section i6 officers and NEOs as Group ig persons 10 428 684 71%

also serves as director

Includes shares of common stock and restricted stock units converting to shares within the next
sixty days subject to forfeiture and restrictions

on transfer granted under Cornings Incentive Stock Plans as well as options to purchase shares of common stock exercisable within 60 days

under Cornings Stock Option Plans Messrs Weeks Flaws Gregg McRae and Evenson have restricted stock units vesting in the following

amounts 88250 39815 29500 20500 and respectively All directors and executive officers as group
hold 216050 restricted stock units

Messrs Brown Canning Clark Cummings Gund Landgraf Ruding Tookes Wrighton Weeks Flaws Gregg McRae and Evenson and Drs Burns

and Rieman have the right to purchase 28631 882 11872 28631 9868 38631 28631 6775 1904683 708264 640456 281587 6492

and 28631 shares respectively pursuant to such options All directors and executive officers as group hold options to purchase 4477983 such

shares

Includes shares of common stock subject to forfeiture and restrictions on transfer issued under Cornings Restricted Stock Plans for non-

management directors

Includes shares of common stock held by JPMorgan Chase Co as the trustee of Cornings Investment Plans for the benefit of the members of

the group who may instruct the trustee as to the voting of such shares If no instructions are received the trustee votes the shares in the same

proportion as it votes the shares for which instructions were received The power to dispose of shares of common stock is also restricted by the

provisions of the plans The trustee holds forthe benefit of Messrs Weeks Flaws Gregg McRae and Evenson and all executive officers as group

the equivalent of 10504 8783 5630 and 24918 shares of common stock respectively It also holds for the benefit of all employees who

participate in the plans the equivalent of 20324206 shares of common stock being 1.38% of the Class

Includes 1650000 shares held by limited liability company in which Mr Gund has no pecuniary interest but for which he is the manager

Includes 661430 shares held by revocable trust of which Mr Weeks is the beneficiary and he currently has no voting authority over these

shares

Does not include 646696 shares owned by the spouses and minor children of certain executive officers and directors as to which such officers

and directors disclaim beneficial ownership

As of December 31 2012 none of our directors or executive officers had pledged any such shares
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Frequently Asked Questions about the Meeting And Voting

Section i6a Beneficial Ownership Reporting Compliance

Section 16a of the Securities Exchange Act of 1934 as amended requires

Cornings directors and certain of its officers to file reports of their ownership

of Corning Common Stock and of changes in such ownership with the

SEC and the New York Stock Exchange Regulations also require Corning

to identify in this proxy statement any person subject to this requirement

who failed to file any such report on timely basis

Certain Shareholders

To Cornings knowledge based solely on its review of the copies of such

reports furnished to Corning and written representations from certain

reporting persons we believe that all of our officers directors and any greater

than 10% shareholders complied with all Section 16a filing requirements

applicable to them during the fiscal year ended December 31 2012

The following table shows those persons known to the Company as of December 31 2012 to be the beneficial owners of 5% or more of the Companys
Common Stock In furnishing the information below the Company has relied on information filed with the SEC by the beneficial owners

Amount and Nature Percent

Name and Address of Beneficial Owner of Beneficial OwnershIp of Class

BlackRock Inc

40 East 52fld Street

New York NY 10022 1O4779566 7.09%

Reflects shares beneficiallyowned by BlackRock Inc BlackRock accordingto Schedulel3G/Afiled by BlackRock with the SEC0n February 2013

reflecting ownership of shares as of December 312012 BlackRock has sole voting power and sole dispositive power with respect to 104779.566
shares According to the Schedule 13G/A BlackRock beneficially owned 7.09% of our common stock as of December 31 2012

Frequently Asked Questions about the Meeting
And Voting

Why Did You Send Me This Proxy Statement

We sent this proxy statement and the enclosed proxy card to you because our Board of Directors is soliciting your proxy to vote at the 2013 Annual Meeting

of Shareholders This proxy statement summarizes information concerning the matters to be presented at the meeting and related information that will

help you make an informed vote This proxy statement and the accompanying proxy card are first being mailed to shareholders on or about March ii 2013

When and Where Is The Annual Meeting

The Annual Meeting will be held on Thursday April 25 2013 at 11oo a.m Eastern Time at The Corning Museum of Glass Auditorium Corning New York

Who May Attend The Annual Meeting

The Annual Meeting is open to holders of our common shares To attend the meeting you will need to register upon arrival We may check for your

name on our shareholders list and ask you to produce valid photo ID If your shares are held in street name by your broker or bank you should bring

your most recent brokerage account statement or other evidence of your share ownership Ifwe cannot
verify thatyou own Corning shares it is possible

that you will not be admitted to the meeting
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Frequently Asked Questions about the Meeting And Voting

What Am Voting On

At the Annual Meeting you will be voting
To

ratify
the appointment of PricewaterhouseCoopers LLP as our

independent registered public accounting firm forthe fiscal year ending

To elect 12 directors for one-year term
December 31 2013 and

To approve the Companys executive compensation
Any other matter if any as may properly come before the meeting and

any adjournment or postponement of the Annual Meeting

How Do You Recommend That Vote On These Items

The Board of Directors recommends that you vote your
shares

FOR all of the director nominees Proposal FOR ratification of the Boards appointment of PricewaterhouseCoopers

FOR the advisory approval of the compensation of the Companys as our independent registered public accounting firm for the fiscal

Named Executive Officers as such information is disclosed in the year ending December 31 2013 Proposal

Compensation Discussion and Analysis the compensation tables and

the accompanying disclosure commonly referred to as Say-on-Pay

Proposal and

Who Is Entitled To Vote

You may vote if you owned our common shares as of the close of business on February 25 2013 the record date for the Annual Meeting

How Many Votes Do Have

You are entitled to one vote for each common share you own As of the close of business on February 2013 we had 1472848380 common shares

outstanding The shares held in our treasury are not considered outstanding and will not be voted or considered present at the meeting

How Do Vote By Proxy Before The Annual Meeting

Before the meeting registered shareholders may vote shares in one of Please refer to the proxy card for further instructions on voting by Internet

the following three ways or telephone

By Internet at www.investorvote.com/glw Please use only of the three ways to vote

By telephone from the United States and Canada only at
If you hold shares in the account of or name of broker your ability

1800 652-VOTE 8683 and
to vote those shares by Internet and telephone depends on the voting

By mail by completing signing dating and returning the enclosed
procedures used byyour broker as explained below under How Do Vote

proxy card in the postage paid envelope provided see ihstructions My Broker Holds MyShares Street Name
on proxy card

May Vote My Shares In Person At The Annual Meeting

Yes You may vote your shares at the meeting if you attend in person even if you previously submitted proxy card or voted by Internet or telephone

Whether or not you plan to attend the meeting however we strongly encourage you to vote your shares by proxy before the meeting
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Frequently Asked Questions about the Meeting And Voting

May Change My Mind After Vote

Yes You may change your vote or revoke your proxy at any time before

the poUs close at the meeting You may changeyour vote by

signing another proxy card with later date and returning it to Cornings

Corporate Secretary at One Riverfront Plaza Corning NY 14831 prior

to the meeting

voting again by Internet or telephone prior
to the meeting or

voting again at the meeting

You also may revoke your proxy prior
to the meeting without submitting

any new vote by sending written notice that you are withdrawing your

vote to our Corporate Secretary at the address listed above

What SharesAre Included On My Proxy Card

Your proxy card includes shares held in your own name and shares held in any Corning plan You may vote these shares by Internet telephone or mail

as described on the enclosed proxy card Your proxy card does not include any shares held in brokerage account in the name of your bank or broker

such shares are said to be held in street name

How Do Vote If Participate In The Corning Investment Plan

If you hold shares in the Corning Investment Plan which includes shares

held in the Corning Stock Fund in the 4oik plan these shares have been

added to your other holdings on your proxy card Your completed proxy

card serves as voting instructions to the trustee ofthe plan You may direct

the trustee how to vote your plan shares by submitting your proxy vote

for those shares along with the rest ofyour shares by Internet telephone

mail all as described on the enclosed proxy card If you do not instrutt

the trustee how to vote your plan shares will be voted by the trustee in

the same proportion that it votes shares in other plan accounts for which

it did receive timely voting instructions

How Do Vote If My Broker Holds My Shares In Street Name

If your shares are held in brokerage account in the name ofyour bank or broker this is called street name those shares are not included in the total

number of shares listed as owned byyou on the enclosed proxy card Instead your bank or broker will send you directions on how to vote those shares

What Is Broker Non-Vote

If you own shares through bank or broker in street name you may instruct

your bank or broker how to vote your shares broker non-vote occurs

when you fail to provide your bank or broker with voting instructions

and the bank or broker does not have the discretionary authority to vote

your shares on particular proposal because the proposal is not routine

matter under the New York Stock Exchange rules As explained under the

question Will My Shares Held In Street Name Be Voted If Do Not Provide

My Proxy Proposals and are not considered routine matters under

the current New York Stock Exchange rules so your bank or broker will

not have discretionary authority to vote your shares held in street name

on those items Abstentions and broker non-votes count for quorum

purposes but not for the voting of these proposals broker non-vote may

also occur ifyour broker fails to vote your shares for any reason Proposal

ratification of the appointment of our independent registered public

accounting firm is considered routine matter under the New York Stock

Exchange rules soyour bank or broker will have discretionary authority

to vote your shares held in street name on that item

Will My Shares Held In Street Name Be Voted If Do Not Provide

My Proxy

Under the New York Stock Exchange rules if you own shares in street

name through broker and do not vote your broker may not vote your

shares on proposals determined to be non-routine In such cases the

absence of voting instructions results in broker non-vote Broker

non-voted shares count toward achieving quorum requirement for the

Annual Meeting buttheydo not affect the determination of whether

the non-routine matter is approved or rejected The proposal to ratify

the appointment of PricewaterhouseCoopers LLP as our independent
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Frequently Asked Questions about the Meeting And Voting

registered public accounting firm is the only matter in this proxy statement

considered to be routine matter for which brokers will be permitted

to vote on behalf of their clients if no voting instructions are furnished

Since Proposals and are non-routine matters broker non-voted shares

will not count as votes cast to affect the determination of whether those

proposals are approved or rejected Therefore it is important that you

provide voting instructions to your broker

What If Return My Proxy Card Or Vote By Internet Or Telephone But

Do Not Specify How Want To Vote

lfyou sign and return your proxy card or complete the Internet or telephone

voting procedures but do not specify how you want to vote your shares

we will vote them as follows

FOR all of the director nominees Proposal

FOR the advisory vote to approve the compensation of the Companys

Named Executive Officers as such information is disclosed in the

Compensation Discussion and Analysis the compensation tables and

the accompanying disclosure commonly referred to as Say-on-Pay

Proposal and

FOR ratification of the Boards appointment of PricewaterhouseCoopers

LLP as our independent registered public accounting firm for the fiscal

year ending December 31 2013 Proposal

If you participate in the Corning Investment Plan and do not submit timely

voting instructions the trustee of the plan will vote the shares in your

plan account in the same proportion that it votes shares in other plan

accounts for which it did receive timely voting instructions as explained

above under the question How Do Vote If Participate In The Corning

Investment Plan

What Does It Mean If Receive More Than One Proxy Card

If you received more than one proxy card you have multiple accounts with your brokers or our transfer agent Please vote all of these shares We

recommend that you contact your broker or our transfer agent to consolidate as many accounts as possible under the same name and address You

may contact our transfer agent Computershare Trust Company N.A at 1-800-255-0461

May ShareholdersAsk Questions At The Annual Meeting

Yes Our representatives will answer your questions of general interest to shareholders at the end of the meeting In order to give greater number

of shareholders the opportunity to ask questions we may impose certain procedural requirements such as limiting repetitive or follow-up questions

or those of personal nature

How Many Shares Must Be Present To Hold The Meeting

In order for us to conduct our meeting majority of our outstanding common shares as of February 25 2013 the record date for the meeting must

be present in person or by proxy at the meeting This is called quorum Your shares are counted as present at the meeting if you attend the meeting

and vote in person or if you properly return proxy by Internet telephone or mail

What Is The Vote Required For Each Proposal

Broker Discretionary

Proposal Affirmative Vote Required Voting Allowed

Proposal iElection of 12 direttos Majity Of votes cast atth fleeting No

in person or by proxy

Proposal 2Advisory vote to approve the Companys executive compensation Majority of votes cast at the meeting No

in person or by proxy

Proposal3Ratification of auditors for fiscal year 2013 Majoritypf votes cast atthe meeting Yes

in personor by proxy

With respect to each Proposal you may vote FOR AGAINST or ABSTAIN If you ABSTAIN from voting on any of these Proposals the abstention

will not constitute vote cast
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Frequently Asked Questions about the Meeting And Voting

How Will BrokerNon-Votes Be Treated

Except for Proposal broker non-votes will be treated as shares present for quorum purposes but not entitled to vote so they will have no effect on

the outcome of any election or proposal

How Will Voting On Any Other Business Be Conducted

We have not received proper notice of and are not aware of any business to be transacted at the meeting other than as indicated in this proxy

statement If any other item or proposal properly comes before the meeting the proxies received will be voted on those matters in accordance with

the discretion of the proxy holders

Who Pays For The Solicitation Of Proxies

Our Board of Directors is making this solicitation of proxies on our behalf

We will pay the costs of the solicitation including the costs for preparing

printing and mailing this proxy statement We have hired Georgeson Inc

to assist us in soliciting proxies It may do so by telephone in person or

by other electronic communications We anticipate paying Georgeson

fee of $16000 plus expenses for these services We also will reimburse

brokers nominees and fiduciaries for their costs in sending proxies

and proxy materials to our shareholders so that you may vote your

shares Our directors officers and regular employees may supplement

Georgesons proxy solicitation efforts bycontactingyou by telephone or

electronic communication or in person We will not pay directors officers

or other regular employees any additional compensation fortheir proxy

solicitation efforts

How Can Find The Voting Results Of The Annual Meeting

Following the conclusion of the Annual Meeting we will include the voting results in Form 8-K which we expect to file with the Securities and

Exchange Commission the SEC on or before May 2013

How Do Submit Shareholder Proposal For Or Nominate Director

For Election At Next Years Annual Meeting

If you wish to submit proposal to be included in our proxy statement

for our 2014 Annual Meeting of Shareholders we must receive it at our

principal office on or before November ii 2013 Please address your

proposal to Corporate Secretary Corning Incorporated One Riverfront

Plaza Corning New York 14831

We will not be required to include in our proxy statement shareholder

proposal that is received after that date or that otherwise does not meet

the requirements for shareholder proposals established by the SEC or as

set forth in our By-Laws

If you miss the deadline for including proposal in our printed proxy

statement or would like to nominate director or bring other business

before the 2014 Annual Meeting of Shareholders under our current By

Laws which are subject to amendment at anytime you must noti our

Corporate Secretary in writing not less than 90 days nor more than 120

days prior to the first anniversary of the precedingyears Annual Meeting

For our 2014 Annual Meeting of Shareholders we must receive notice on

or after December 26 2013 and on or before January 25 2014

Can Receive Electronic Delivery of Proxy Materials

And Annual Reports

Yes This proxy statement and Cornings 2012 Annual Report are available

on Cornings website at www.corning.com Instead of receiving paper

copies of next years proxy statement and Annual Report in the mail

shareholders can elect to receive an e-mail message that will provide

link to these documents on the website By opting to access your proxy

materials online you will save us the cost of producing and mailing

documents reduce the amount of mail you receive and help preserve

environmental resources Cornings shareholders who have enrolled in
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the electronic proxy delivery service previously will receive their materials

online this year Shareholders of record may enroll in the electronic proxy

statement and Annual Report access service for future Annual Meetings

by registering online at www.computershare.com Beneficial or street

name shareholders who wish to enroll in electronic access service may

do so at www.icsdelivery.com We may at some point use the SECs

Notice and Access method of proxy distribution If we weretotilize

the Notice and Access method you would receive notice in the mail

about how to access electronic copies of the proxy
materials or how to

have paper copies mailed toyou

Are You Householding For Shareholders

Sharing The Same Address

Yes The SECs rules regarding the delivery to shareholders of proxy

statements annual reports prospectLJses and information statements

permit us to deliver single copy of these documents to an address

shared by two or more of our shareholders This method of delivery is

referred to as householding and can significantly reduce our printing

and mailing costs It also reduces the volume of mail you receive This year

we are delivering only one proxy statement and 2012 Annual Report to

multiple registered shareholders sharing an address unless we receive

instructions to the contrary from one or more of the shareholders We

Code of Ethics

Our 2012 Annual Report is provided with this proxy statement Cornings

Proxy Statement Annual Report on Form b-K and all other
filings

with

the SEC each of the Board Committee Charters and the Corporate

Governance Guidelines may also be accessed via the Investor Relations

page on Cornings web site at www.corning.com These documents are

also available without charge upon shareholders written or oral request

to Investor Relations Corning Incorporated One Riverfront Plaza Corning

New York 14831 telephone number 607 974-9000

will still be required however to send you and each other shareholder at

your address an individual proxy voting card If you would like to receive

more than one copy of this proxy statement and our 2012 Annual Report

we will promptly send you additional copies upon written or oral request

directed to our transfer agent Computershare Trust Company NA toll

free at 1-800-255-0461 The same phone number may be used to notify

us that you wish to receive separate proxy statement or Annual Report

in the future or to request delivery of single copy of proxy statement

or Annual Report if you are receiving multiple copies

Our Board of Directors has adopted the Code of Ethics for the Chief corporate governance/board download library.aspx We will disclose any

Executive Officer and Financial Executives and the Code of Conduct for amendments to or waivers from the Code of Ethics on our website within

Directors and Executive Officers which supplements the Code of Conduct four business days of such determination During 2012 no amendments

governing all employees and directors copy of the Code of Ethics is to or waivers of the provisions of the Code of Ethics were made with

available on our website at http//www.corning.com/investor_relations/ respect to arty of Our directors or eecutve officers

Incorporation by Reference

The Compensation Committee Report on page 33 and the Report of Audit such information by reference In addition this proxy statement includes

Committee of the Board of Directors on page 47 are not deemed filed several website addresses These website addresses are intended to provide

with the SEC and shall not be deemed incorporated by reference into any inactive textual references only The information on these websitesis not

prior or future filings made by Corning under the Securities Act or the part of this proxy statement

Exchange Act except to the extent that Corning specifically incorporates

Additional Information

By order of the Board of Directors

Linda Jolly

Corporate Secretary

March ii2013
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Appendix

CORNING INCORPORATED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP

FINANCIAL MEASURE

Year Ended December31 2012

Unaudited amounts in millions except per share amounts

Cornings net income and earnings per share EPS excluding special items

for the year ended December 31 2012 are non-GAAP financial measures

within the meaning of Regulation of the Securities and Exchange

Commission Non-GAAP financial measures are not in accordance with

or an alternative to generally accepted accounting principles GAAP The

company believes presenting non-GAAP net income and EPS is helpful to

analyze financial performnce without the impact of unusual items that

may obscure trends in the companys underlying performance detailed

reconciliation is provided below outlining the differences between these

non-GAAP measures and the directly related GAAP measures

Per Share Net Income

Adjusted earnings per share EPS and net income 1.28 1934

Adjustments

Asbestos settlement 0.01

Loss on repurchase of debt111
0.01 17

Equity in earnings of affiliated companies11
0.05 90

Acquisition-related costsidi
0.01 22

Restructuring impairment and other charges11
0.06 91

Provision for income taxes1 0.03 41

Accumulated other comprehensive incorn11 0.03 52

Foreign exchange rate fluctuations01
0.01 12

Total EN and netincomØ 1.15 1fl8

In 2012 Corning recorded charge of million after tax to adjust the abestos
liability

for the change in value of the components of the

Modified PCC Plan

In 2012 Corning recorded loss of $17 million after tax on the repurchase of $13
million principal amount of our 8.875% senior unsecured notes

due 2021 $ii million of our 8.875% senior unsecured notes due 2016 and $51 million principal amount of our 6.75% senior unsecured notes due

2013

In 2012 Corning recorded $18 million restructuring charge for our share of costs for headcount reductions and asset write-offs at Samsung

Corning Precision and an impairment charge in the amount of $81 million after tax for our share ofa charge for workforce reductions and asset

write-offs at Dow Corning and $g million after tax credit for Cornings share of Dow Cornings settlement of dispute related to long term

supply agreements

Includes expenses resulting from the acquisition of the Discovery Labware business including amortization of purchased intangibles

amortization of purchase accounting adjustments to inventories and integration and deal costs in the amount of $22 million after tax

In 2012 Corning recorded $91 million after tax charge for asset impairments workforce reductions and asset write-offs and disposals

In 2012 Corning recorded $37 million tax expense resulting from the delay of the passage of the American Taxpayer Relief Act of 2012 until

Jan 2013 that will be reversed in Qi 2013 and million net tax provision related to the adjustment of deferred taxes as result of tax rate

reductions in Japan

In 2012 Corning recorded $52 million translation capital gain on the liquidation of foreign entity

The adjustment after-tax in 2012 for foreign exchange fluctuations for the Korean Won
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Appendix

CORNING INCORPORA TED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP

FINANCIAL MEASURE

Year Ended December31 2011

Unaudited amounts in millions except per share amounts

Cornings adjusted net income and earnings per share EPS for the year

ended December 31 2011 are non-GAAP financial measures within th
meaning of Regulation of the Securities and Exchange Commission

Non-GAAP financial measures are not in accordance with or an alternative

to generally accepted accounting principles GAAP The company believes

presenting non-GMP net income and EPS is helpful in understanding

the calculation of the metrics used to compute Cornings incentive

compensation detailed reconciliation is provided below outlining the

differences between these non-GAAP measures and the directly related

GAAP measures

Per Share Net Income

Adjusted tarnings per share EPS and net income 1.67 2636

Adjustments

Contingent liability

Restructuring impairment and other chargesE

Asbestos settlement

Fluctuations in foreign exchange ratesd

Equity in earnings of affiliated companies

Provision for income taxes

Total EPS and net Income

0.02 22

0.05 83

0.01 15

0.09 153

0.04 74
001

_______
13

177

In 2011 Corning recognized credit of $27 million resulting from reduction to contingent liability associated with an acquisition recorded in

the first quarter of 2011

In 2011 Corning recorded an $83 million after-tax asset impairment charge for certain long-lived assets in our Specialty Materials segment

In 2011 Corning recorded charge of $i million after-tax to adjust the asbestos
liability

for the change in the value of the components of the

modified PCC Plan

The adjustment after-tax in 2011 for foreign exchange fluctuations for the Japanese Yen and the Korean Won was $153 million

In 2011 equity in earnings of affiliated companies included $74 million after-tax credit for Cornings share of the future portion of Dow Corning

Corporations settlement of dispute related to long term supply agreements

In 2011 Corning recorded $26 million net tax benefit related to prior year foreign tax credits and other tax adjustments Also in 2011 Corning

recorded $13 million net tax provision related to the adjustment of deferred taxes as result of enacted tax rate reductions primarily in Japan
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Appendix

CORNING INCORPORATED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP

FINANCIAL MEASURE

Year Ended December31 2010

Unaudited amounts in millions except per share amounts

Cornings adjusted net income and earnings per share EPS for the year presenting non-GAAP net income and EPS is helpful in understanding

ended December 31 2010 are non-GAAP financial measures within the the calculation of the metrics used to compute Cornings incentive

meaning of Regulation of the Securities and Exchange Commission compensation detailed reconciliation is provided below outlining the

Non-GMP financial measures are not in accordance with or an alternative differences between these non-GAAP measures and the directly related

to generally accepted accounting principles GAAP The company believes GAAP measures

Per Share Net Income

Adjusted earnings per share EPS and net income 82 883

Adjustments

Restructuring impairment and other chargesa

Insurance settIementL 0.13 206

Asbestos settlement 0.02 30

Fluctuations in foreign exchange ratesd 0.08 128

Equity in earnings of affiliated companies1
0.08 120

Loss on repurchase of debt 0.01 19

Provision for income taxes8
013 209

2.25 3.558
Total EPS and net income

In 2010 Corning recorded credit of $i million after-tax for adjustments to restructuring reseryes

In 2010 Corning recorded $206 million after-tax on the settlement of business interruption and property damage insurance claims in the Display

Technologies segment resulting from earthquake activity
near the Shizuoka Japan facility and power disruption at the Taichung Taiwan

facility in 2009

In 2010 Corning recorded net credit of $30 million after-tax to adjust the asbestos liability
for change in value of the components of the

modified PCC Plan

The adjustment after-tax in 2010 for foreign exchange fluctuations for the Japanese Yen and the Korean Won was $128 million

In 2010 equity in earnings of affiliated companies included credit of $20 million after-tax primarily for Cornings share of advanced energy

manufacturing tax credits at Dow Corning Corporation Also included is credit of $24 million after-tax for our share of release of valuation

allowance on foreign deferred tax assets $15 million after-tax credit for our share of excess foreign tax credits from foreign dividends at Dow

Corning Corporation and $61 million credit for our share ofa revised Samsung Corning Precision tax holiday calculation agreed to bythe Korean

National Tax Service

In 2010 Corning recorded $ig million after-tax loss on the repurchase of $126 million principal amount of our 6.2% senior unsecured notes due

March 2016 and $ioo million principal amount of our 5.9% senior unsecured notes due March 15 2014

In 2010 Corning recorded $56 million tax charge from the reversal of the deferred tax asset associated with Medicare subsidy Also recorded

in 2010 was $265 million tax credit for excess foreign tax credits that resulted from the repatriation of currentyear earnings of certain foreign

subsidiaries
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Appendix

CORNING INCORPORATED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP
FINANCIAL MEASURE

Years Ended December 37 2072 2071 and 2010

Unaudited amounts in millions except per share amounts

Cornings adjusted operating cash flow for the years ended

December 31 2012 2011 and 2010 are non-GAAP financial measures

within the meaning of Regulation of the Securities and Exchange

Commission Non-GAAP financial measures are not in accordance with

or an alternative to generally accepted accounting principles GAAP The

company believes presenting non-GAAP operating cash flow is helpful in

understanding the calculation of the metrics used to compute Cornings

incentive compensation detailed reconciliation is provided below

outlining the differences between these non-GAAP measures and the

directly related GAAP measures

December 31

2012 2011 2010

Adjusted operating cash flow 3167 3582 2723

Adjustments

Cah received from settlement of insurance claims11 259

Fluctuations in foreign exchange rates111 61 50

Cashtranslationadjustments11 70

Restructuring impairment and other credits1 15 65
Special dividend from equity affiliate11 384 868

Impact of Discovery Labware Acquisition10

Net cash provided by operating activities 3206 3189 3E3
In 2010 CornIng received $259 million on the settlement of business interruption and property damage insurance claims in the Display

Technologies segment resulting from earthquake activity near the Shizuoka Japan facility
and power disruption at the Taichung Taiwan

facility in 2009

In 2012 the cash flow adjustment for foreign exchange fluctuations for the Korean Won was $8 million and in 2011 and 2010 the cash flow

adjustment for foreign exchange fluctuations for the Japanese Yen and the Korean Won was $61 million and $50 million respectively

In 2012 and 2011 the adjustment represents the impact of translation of cash balances by non-USD functional entities to USD

In 2012 and 2010 the restructuring impairments and other credits adjustment represents budget to actual adjustment to arrive at the metric

to calculate incentive compensation which was $is and $65 million respectively

In 2011 the $384 million represents an adjustment for special dividends which were not received from the Companys equity affiliates In 2010
Corning received special dividend of $868 million after-tax from our equity affiliate Samsung Corning Precision

In 2012 the cash flow adjustment for amounts paid related to the acquisition of the majority of the Discovery Labware business from Becton
Dickinson and Company was $8 million
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