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As always, we also continued to innovate.

m We formed a new venture with Samsung to develop glass
for organic-light-emitting-diode devices and other high-
performance displays.

m We launched Corning® Willow™ Glass. This ultra- klm\
flexible pl’ ss is eight percent thinner than a doh
ami has the potential for a broad range of appl licati

from conformable displays to solar-en:

# We continued to demonstrate the vital role that optical
fiber plays in enabling wireless communications. Our
ning Mobi ler\cr6>< distributed antenna system (DAS)
hclg;ﬁed ensure “always on” high- banuw dth coverage at
Lucas Oif Stadium for Super Bow! XLVI and at key locations
for the Democratic and Republican national conventic
And we expect to launch a next-generation all-optical DAS
solution this year,
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znvxdew d 20 percent to 50.09 per share {following a 50 percent

increase in 2011) and completed a $1.5 billion ¢ stock b uyback,
both of which rﬂ‘!e(* the board of directors’ confidence in
Corning's financial health.

2013 and Beyond

Thanks to disc p':'md financial management and a rich set
of growth opportunities, we expect Corning to begin ma *’"”;irw
up in 2013. Of course, we continue to face uncertainty. A weaker
yen and further declines in Dow Corning's Hemlock bx.uim:ss,
forexample, have the potential to negatively impact Corning’s
performance. However, you can expect strong execution in the
areas within our control,

{onge“ term, we remain excited by Cornin
tunities as we move toward a world of ub
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b 7
s aworld that

depends on highly engineered sp ecxa“yg and fiber-optic
technology. As Cor mng keeps pushing the frontiers of what

d

o
glass cando, murﬂ and more customers are turning to us to
solve tough technology problems.

Our s O{“(!J‘Ly Materials, Telecommunications, Environment
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e company to become a leader in advanced disp
s. Moreover, Corning has the opportunity for
pr!mlvc g rowth if even just one or two of our new innova-
tions succeed.

That's why we believe Corning’s future is so bright.

Closing Thoughts

The ment of our performance is ultimately up to you.
But here is why we believe your investment in C,.mm ng is well
placed.
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rtfolio creates the opportunity
wvih %vn,\ nd our existing businesses.

# YWe have strong cash flow, a sustainable dividend, and the
ear hower to make strategic investments for Corning’s

future
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and h spen mos;J my career here because | know how
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you share ot ffa\c tement about the compcmys fut
never take your trust for granted, and we work har 1 to earn
itevery day.

Sincerely,

an of thc‘ Board,
Chief Executive Officer & President




100 Years |

ince its founding by Amory Houghton 51, in 1851, Co ning Incorporated
has been characterized by experienced leadership aﬁd}ﬂb{ akthrough
_innovation. Although It's impossible to capture more than a century
_and a half of achievements, here are some highlights that may su rprise
you. We're proud that Corning continues to live the values instilled by the
Hough on family, an ook 1 vard to anbiher 160 years of innovat
and .
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Corning Incorporated and its consolidated subsidiaries are hereinafter sometimes referred to as the “Company,” the “Registrant,

”u

Corning,”or “we.”

This report contains forward-looking statements that involve a number of risks and uncertainties. These statements relate to our future plans, objectives,

»u

expectations and estimates and may contain words such as “believes,

expects,

estimates,” “forecasts,” or similar expressions. Qur

»au ”

anticipates,

actual results could differ materially from what is expressed or forecasted in our forwa rd%loo’king statements. Some of the factors that could contribute
to these differences include those discussed under “Forward-Looking Statements,” “Risk Factors,” “Management’s Discussion and Analysis of Financial

Condition and Results of Operations,” and elsewheré in this report.

"

Business Description

General

Corning traces its origins to a glass business established in 1851. The present
corporation was incorporated in the State of New York in December 1936.
The Company’s name was changed from Corning Glass:Works to Corning
Incorporated on April 28,1989.

Corning Incorporated is a world leader in the manufacture of specialty
glass and ceramics. Drawing on more than 160 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

Corning's Display Technologies segment manufactures glass substrates
for active matrix liquid crystal displays (LCDs) that are used primarily in
notebook computers, flat panel desktop monitors, and LCD televisions.
Corning's facilities in Kentucky, Japan, Taiwan, and China, and those of our
equity affiliates in Korea, develop, manufacture and supply high quality
glass substrates using a 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 50%, Samsung Electronics
Co,, Ltd. owns 43% and three other shareholders own the remaining 7%,
and Samsung Corning Advanced Glass, LLC, owned equally by Corning and
Samsung Mobile Display Co., Ltd. Samsung Corning Precision Materials
is a 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 Corning’s Lotus™
Glass substrate technology and Samsung Display’s OLED display expertise,
to provide outstanding product solutions for current and future OLED
technologies. Samsung Corning Precision Materials’ financial statements
are attached in Item 15, Exhibits and Financial Statement Schedules.

Corning is a technology leader in this market, introducing large-sized
glass substrates used by our customers in the production of larger LCDs
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 up to Generation 10 (2,850mm
x 3,050mm). Generation 10 glass substrates are produced at an advanced
manufacturing facility located at Sakai Display Products’ industrial
complex in Sakai City, Japan, which eliminates the need for traditional
packaging, shipping, and delivery methods. Large substrates (Generation

5 and higher) allow LCD manufacturers to produce larger and a greater
number.of panels from each substrate. The larger size leads to economies
of scale for LCD manufacturers.

Corning invented its proprietary fusion manufacturing process, which
is the cornerstone of the Company’s 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. Corning’s 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 industry’s first LCD glass substrate that is free
of heavy metals. In 2010, leveraging the EAGLE XG® composition, Corning
introduced EAGLE XG? Slim glass; a line of slim glass substrates-which
enables lighter-weight portable devices and thinnier televisions and montitors.
In-20m, Corning launched Corning Lotus™ Glass, a high-performance
display glass developed-to enable cutting-edge technologies, including
organic light-emitting diode (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® Willow™ 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 a highly capital intensive business. Corning
has made significant investments to 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
segment’s operations. Corning has a 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 Corning'’s 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 world’s first low-loss optical fiber
approximately 40 years ago and now offers a range of optical fiber
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Business Description

technology products and enhancements for a variety of applications,
including premises, fiber-to-the-home access, metropolitan, long-haul
and submarine networks. Corning makes and sells InfiniCor?® fibers for

local area networks, data centers and central offices; SMF-28e+™ single:

mode optical fiber that provides additional transmission wavelengths
in metropolitan and access networks; SMF-28® ULL fiber; LEAF® optical
fiber for long-haul, regional and metropolitan networks; ClearCurve®
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.

A significant portion of Corning’s 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. Z 0.0. Optical fiber is cabled by these subsidiaries prior
to being sold.to end users. Corning’s remaining fiber production is sold
directly to end users or third party cablers around the world. Corning’s
cabling operations include facilities in North Carolina, Poland, China,
Germany and smaller regional locations and equity affiliates.

Corning’s hardware and equipment products include cable assemblies, fiber
optic hardware, fiber optic.connectors, optical components and couplers,
closures and pedestals, splice and test equipment and other accessories for
optical connectivity. For copper connectivity, Corning’s products include
subscriber demarcation, connection and protection devices, xDSL (different
variations of digital-subseriber lines) passive solutions-and outside plant
enclosures. Each of these product lines may be combined in Corning'’s
fiber-to-the-premises solutions. Corning also.provides distributed antenna
system solutions for flexible wireless coverage in the rapidly growing
wireless market. Corning has manufacturing operations for hardware
and equipment products in-North Carolina, Arizona, Virginia and Texas,
as well as Europe, Mexico, Israel and China. In addition, Corning offers
products for the cable television industry, including coaxial connectors
and associated tools.

Patent protection is important to the segment’s operations. The segment
has an extensive portfolio of patents relating to its products, technologies
and manufacturing processes. The segment licenses certain of its patents
to third parties and generates revenue from these licehses, although the
royalty income is not currently material to this segment’s operating results.
Corning Is licensed to use certain patents owned by others, which are
considered important to the segment’s operations. Refer to the material
under the heading “Patents and Trademarks” for information relating to
the Company'’s patents and trademarks.

N
The Telecommunications segment represented 27% of Corning’s sales
for 2012.

Environmental Technologies Segment

Corning’s Environmentai Technologies segment manufactures ceramic
substrates and filter products for emissions controt in mobile and stationary
applications around the world. In the early 1970’s, 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. o
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Patent protection is important to the segment’s operations. The segment has
an extensive portfolio of patents refating to its products, technologies and
manufacturing processes. Corning is licensed to use certain patents owned
by others, which are also considered important to the segment’s operations.

' _ Refer to the material under the heading “Patents and Trademarks” for

information relating to the Company’s patents and trademarks.

The Environmental Technologies segment represented 12% of Corning’s
sales for 2012.

Specialty Materials Segment

The Speciaity Materials segment manufactures products that provide
more than 150 material férmulations for glass, glass ceramics and fluoride
crystals to meet demand for unique customer needs. Consequently, this
segment operates in a 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 cover glass that is optimized for
portable display devices and televisions.

Our cover glass, known as Corning® Gorilla® Glass, is a thin sheet glass
designed specifically to function as a cover glass for display devices such
as tablets, notebook PCs, 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® Gorilla® Glass 2, the next generation in our Corning Gorilla Glass
suite of products. Corning Gorilla Glass 2 enables up to a 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 3 with Native Damage Resistance. This latest
version of our damage-resistant cover glass for consumer electronic
devices is based on a completely new glass composition, with durability
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 instruments, and
optical assemblies for applications in the global semiconductor industry.
Corning’s semiconductor optics products are manufactured in New York.

Other spe;ialfy glass products inctude 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 segment’s operations. The segment
has a 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 Company’s patents and trademarks.

The Specialty Materials segment represented approximately 17% of
Corning's sales fot 2012. : .

Life Sciences Segment

As a leading developer, manufacturer and global supplier of scientific
laboratory products for more than go years, Corning’s 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 and biology, the segment provides innovative
solutions that improve productivity and enable breakthrough discoveries.

Life Sciences laboratory products include general labware and equipment as
well as media and reagents for celi 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,



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, primarily through distributors to pharmaceutical and
biotechnology companies, academic institutions, hospitals, government
entities, and other research facilities.

In addition to being a global leader in consumable glass and plastic laboratory
tools for life science résearch, Corning continues to be an innovative force
déveloping and producing unique technologles such as Corning® Epic®
Technology for high throughput screening; Corning® HYPER platform of
vessels for increased cell yields; novel surfaces, such as Corning® CellBIND®
Surface; Corning® Osteo Assay surface and Corning® Synthemax® Il Surface;
and Corning® Microcarriers for cell scale-up, therapy and vaccine applications.

in the fourth quarter of 2012, Corning acquired the majority of the Discovery
Labware business from Becton, Dickinson and Comparty (BD). The acquisition
of the BD Discovery Labware business expands our market presence in the
globat laboratory consumables market, especially in the Asian markets of
India, Korea, and Japan. Corning’s broad portfolio of laboratory products and
services will be enhanced by the addition of the Discovery Labware businesses’
four main product platforms: plastic consumable labware; biofogically coated
plastic consumable labware; cell cutture reagents; and ADME/Tox {Absorption,
Distribution, Metabolism, Excretion and Toxicity) products.

Corning sells life science products under these primary brands: Corning,
Costar, PYREX, Axygen, and Gosselin. Through the acquisition of the Discovery
Labware business, additional brands have been added to our portfolio such
as: Corning® Matrigel, Corning® Gentest, Corning®BioCoat and Falcon®.

Corporate Investments

Business Description

Patent protection is important to the segment’s operations. The segment
has a growing portfolio of patents relating to its products, technologies and
manufacturing processes. Brand recognition and loyalty, through weli-known
trademarks, are important to the segment. Refer to the material under the
heading “Patents and Trademarks” for information relating to the Company’s
patents and trademarks.

The Lifev'S'c’iences segment represented approximately 8% of Corning'’s sales
for 2012.

I3

All Other

All Other primarily includes development projects and new product lines,
certain corporate investments, Samsung Corning Precision Materials’ non-
LCD business, Corning’s Eurokera and Keraglass equity affiliates with Saint
Gobain Vitrage S.A. of Frarice, 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 1% of Corning’s sales for 2012.

Additional explanation regarding Corning and its five reportable segments is
presented in Management’s 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 Chemical) each own half of
Dow Corning Corporation (Dow Corning), an equity company headquartered
in Michigan that manufactures silicone products worldwide. Dow Corning
is a leader in silicon-based technology and innovation, offering more than
7,000 products and services. Dow Corning is the majority-owner of Hemlock
Semiconductor Group, a market leader in the productian of high purity
polycrystalline silicon for the semiconductor and solar energy industries. Dow
Corning’s sales were $6.1 billion in 2012. Additional discussion about Dow
Corning appears in the Legal Proceedings section. Dow Corning’s financial
statements are attached in Item 15, Exhibits and Financial Statement Schedules.

Competition

Corning 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 for Chapter 1 bankruptcy
reorganization in April 2000. Corning also owns half of Pittsburgh Corning
Europe N.V. (PCE), a 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 7
(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
larger than 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 fies in
its commitment to 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 LCD 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 a 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 Corning’s principal competitors in
display glass substrates.

Telecommunications Segment

Competition.within the telecommunications equipment industry is intense
among several significant companies. Corning is a leading competitor in
the segment’s 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 assets yield cost advantages
relative to several of its competitors. The primary competing producers of
optical fiber and cable products are OFS (a Furukawa Company), Fujikura Ltd,
Sumitomo Electric and Prysmian Group.

For hardware and equipment products, significant competitors are 3M
Company, TE Connectivity, OFS (a Furukawa Company) and CommScope.
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Business Description

Environmental Technologies Segment

For worldwide automotive ceramic substrate products, Corning has a
major market position that has remained relatively stable over the past
year. Corning has also established a 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.
Corning’s 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 a thin-sheet glass that is
better able to survive events that most commonly cause glass failure. Its
advanced composition allows a 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 a 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 a leading supplier of glass and plastic laboratory produycts,
with a growing plastic products market presence in North America,
Europe, and Asia, and a solid laboratory glass products market presence
in the Americas. Corning seeks to maintain a competitive advantage by
emphasizing product quality, product availability, supply chain efficiency, a
wide product line and superior product attributes. For laboratory products,
Greiner, Nunc, Kimble-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.

Corning’s 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 a 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 Corning’s principal
manufacturing processes can be operated with natural gas, propane, oil
or electricity, or a 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. Corning’s
suppliers, from time to time, may experience capacity limitations in their
own operations, or may eliminate certain product lines..Corning believes
it has adequate programs to ensure a 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 a 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 Corning’s gross margins.

Inventions by members of Corning’s research and engineering staff
have been, and continue to be, important to the Company’s 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 a patent portfolio that provides certain
competitive advantages in protecting Corning’s 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 4,800 unexpired patents in various countries of which about
2,800 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
7,900 patent applications in process, with about 1,900 in process in the
U.S. Corning believes that its patent portfolio will continue to provide
a competitive advantage in protecting Corning’s innovation, although
Corning’s competitors in each of its businesses are actively seeking patent
protection as well.
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The Display Technologies segment has over 530 patents in various countries,
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 1,950 patents in various
countries, of which over 1,050 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: (i) 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.



The Environmental Technologies segment has over 400 patents in various
countries, of which over.250 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 cellular ceramic honeycomb
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 of the important U.S.-issued patents in this
segment include patents relating to protective cover glass, ophthalmics
glasses and polarizing dies, and semiconductor/microlithography optics
and blanks, metrology instrumentation and laser/precision optics, glass
polarizers, speciaity fiber, and refractories. There is no group of important
Specialty Materials patents set to-expire between 2013 and 2015,

Protection of the Environment

Business Description

The Life Sciences segment has over 300 patents in various countries, of
which over 150 are U.S. patents. No one patent is considered material
to this business segment. Some of the important U.5.-issued patents in
this segment iriclude patents relating to methods and apparatus for 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 2013.and 2015.

Products reported in All Other include development projects, new product
lines, and'other businesses or investments that do not meet the threshold
for separate reporting.

Many of the Company's 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.

Corning’s principal trademarks include the following: Axygen, Corning,
Celcor, ClearCurve, DuraTrap, Eagle XG, Epic, Evolant, Gorilla, HPFS,
Lanscape, Pretium, Pyrex, Steuben, Falcon, and SMF-28e.

Corning has a program to ensure that its facilities are in compliance with
state, federal and foreign pollution-control regulations. This program
has resulted in capital and operating expenditures during the past
several years. In order to maintain compliance with such regulations,
capital expenditures for pollution control in continuing operations were
approximately $16 million in 2012 and are estimated to be $5 million in 2013.

Employees

Corning’s 2012 consolidated operating results were charged with
approximately $40 million for depreciation, maintenance, waste disposal
and other operating expenses associated with pollution control. Corning
believes that its compliance program will not place it at a competitive
disadvantage. : .

At December 31, 2012, Corning had approximately 28,700 full-time employees, including approximately 11,700 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 Corning’s United States employees.
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Business Description

Executive Officers

Wendell P. Weeks Chairman, Chief Executive Officer and President

Mr. Weeks joined Corning in 1983 and was named a vice president and
deputy general manager of the Telecommunications Products division in
1995, vice president and general manager in 1996, senior vice president
in 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 2002, 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 a director of Merck & Co. Inc. Mr. Weeks has been a
member of Corning’s Board of Directors since 2000. Age 53.

James B. Flaws Vice Chairman and Chief Financial Officer

Mr. Flaws joined Corning in 1973 and served in a 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
a director of Dow Corning Corporation. Mr. Flaws has been a member of
Corning’s Board of Directors since 2000. Age 64.

Kirk P. 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. Prior to 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 D. 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 54.

Document Availability

David "L. Morse Executive Vice President and Chief Technology Officer

Dr. Morse joined Corning in 1976 in glass research, and worked as a
composition scientist in developing and patenting several major products.
He served in a variety of product and materials research and techinology
director roles, and was appointed division 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 of
Dow Corning Corporation and a member of the National Academy of
Engineering and the National Chemistry Board. Age 60.

Jeffrey Evenson Senior Vice President and Operations Chief of Staff

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 a variety of strategic programs and growth initiatives. Prior to
joining Corning, Dr. Evenson was a senior vice president with Sanford C.
Bernstein, where he served as a senior analyst since 2004. Before that, Dr.
Evenson was a partner at McKinsey & Company, where he led technology
and market assessment for early-stage technologies. Age 47.

R. Tbny Tripeny Senior Vice President, Corporate Controller and
Principal Accounting Officer

Mr. Tripeny joined Corning in 1985 as the corporate accounting manager
of Corning Cable Systems, and became the Keller facility’s plant controller
in 1989. In 1993, 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 luly 2000.
In 2003, he took on the additional role of Telecommunicatipns group
controller. He was appointed division vice president, operations controlier
in August 2004, and vice president, corporate controller in October 200s.
Mr. Tripeny was elected to his current position in April 2009. He is on the
board of directors of Hardinge Inc. Age s53.

Vincent P. Hatton Senior Vice President and General Counsel

Mr. Hatton joined Corning in 1981 as an assistant corporate counsel and
became a 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 1, 2007. Age 62.

A copy of Corning’s 2012 Annual Report on Form 10-K filed with the
Securities and Exchange Commission is available upon written request
to Ms. Denise A. Hauselt, Vice President, Secretary and Assistant General
Counsel, Corning Incorporated, HQ-E2-10, Corning, NY 14831. The Annual
Report on Form 10-K, quarterly reports on Form 10-Q, current reports
on form 8-K, and amendments pursuant to Section 13(a) or 15(d) of the
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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 Corning'’s web site at www.corning.com. The information
contained on the Company’s website is not included in, or incorporated
by reference into, this Annual Report on Form 10-K.



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 financial results are
subject to various risks and uncertainties, mcludlng 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, fihancial position
or future financial performance. This information should be read in
conjunction with MD&A and the consolidated financial statements and
related riotes incorporated 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.

1

As a multinational global company. we face many risks which could adversely
impact our ongoing operations and reported financial results

We operate in over 100 countries and derive a 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, antr-competltlon
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 ability to offer our products
and services in one or more countries and cauld also materially damage
our reputation, our brand, our international expansion efforts, our ability
to attract and retain employees, our business and our operating results.
Our success depends, in part, on our ability to antrapate these nsks and
manage these difficulties. .

We are also subject to a variety of other risks in managing a smultinational
global organization, including those related to:

« General economic conditions in each country or reglon

« 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 may -be
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 Junsdrctlons
and countries;

* Sovereign risks may adversely affect Corning’s profitabilityband assets;

« Geographical concentration of our factories and operations-and reglonal
shifts in our customer base;

» Periodic health epidemic concerns;

« Political unrest, confiscation and expropriation of our assets by forelgn
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 protec‘uon and treatment of intellectual
property and patents;

« Complex tax regimes, tariffs, duties, trade duties and other trade barriers
including anti-dumping duties;

* Difficulty in collecting obligations owed ta us such as accounts receivable;
* Natural disasters such s floods, earthquakes and windstofms; and
* Potentiat power loss or disruption affecting manufacturing.

Our sales could be negatively impacted by the actions or circumstances of
one or more key customers Ieadmg to the substantial reductlon in orders
for our products

In 2012, Corning's ten largest customers acc‘ounted for 50% of our sales.
T P N FAREO Pl Mg hid .

In addition, a relatively small number of customers accounted fora
high percentage of net sales in our reportable segments. For 2012, three
customers of the Drsplay Technologles segment accounted for 63% of
total segment net sales when ombined. In the Telecommumcatrons
segment, one: clstorner accoun ed for 12% of segment net sales Inthe
Envrronmental Technologies segment three customeérs accounted for 86%
of total segment sales in aggregate Inthe Specralty Materials segment,
two customers accounted for 54% of segmént sales in 2012. In the Life
Sciences segment,.two customers accounted for 38% of segment sales
in 2012. As a result of mergers and consolidations between customers,
Corning'’s 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% oftotal Samsung Corning Precision Materials sales

Our Telecommumcatrons segment customers’ purchases of our products
are affected by their capital expansion plans, general market and economic
uncertainty and regulatory changes, ingluding broadband policy. Sales in

the Telecommunications segment are expected to be impacted by the

pace of fiber-to-the-premises deployments. Our sales will be dependent
on planned targets for homes passed and connected. Changes in our
customers’ deployment plans could adversely affect future sales in any
quarter or for the full year. - .

tn the Environmental Technologies segment, sales 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 ajso influence future sales. Sales in our
Environmental Technologies segment are mainly to three catalyzers and
emission system control manufacturers. Qur customers sell these systems
to automobile and diesel engine original equipment manufacturers.
Sales in this segment may be affected by adverse developments in the
glabal 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’ responses to those cycles. in additioh, 'any positive
trends in prior years in the sales of strengthenéd glass may not continue.
We may experience losses relating to our inability to supply contracted
quantities of this glass and processes platnined to produce new versions
of this glass may not be’ successful

Sales in our Life Sciences segment are concentrated with two large
distributors who are also competitors, and the balance is to a variety of
pharmaceutical and biotechnology tompanies; 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 segment’s
financial resuits.

Our operations and fi nancnal performance could be negatlvely impacted, if
the markets for our products do not develop and expand as we antrclpate

The markets for our products are charactenzed by rapldiy changing technologms
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.
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Risk Factors

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 strengthened glass,
to satisfy our customers technical requirements and our contractual
obligations; and

« our ability to develop new products in response to government regulatlons
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 a result of intense
competition, emerging technologies, or over-capacity. While we work
consistently toward reducing Qur cost$‘t'o" 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 of these items could cause our sales or profitability to be significantly
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 38% of Corning'’s sales in 2012, are primarily dehominated in
Japanese yen. Corning hedges significant transaction and balance sheet
currency exposures and uses-derivative 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 revenues and profits.

We have a program which primarily utilizes foreign currency forward
contracts to offset the risks associated with foreign currency exposures. As
a part of this program, we enter into foreign currency forward contracts so
that increases or decreases in the value of our foreign 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. A 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. Altof 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 a rigorous process to administer credit and beligve
our bad debt reserve is adequate, we have experienced, and in the fiiture
may experience, losses as a 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
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capitalized and/or unprofitable. In our Environmental Technologies
segment, the U.S. auto makers and certain of their suppliers have
encountered credit downgrades or have filed for bankruptcy protection.
In our Telecommunications segiment, certain large infrastructure projects
are subject to governmental funding, which, if terminated, could adversely
impact the financial strength of our customers. These factors may result
in an inability to collect receivables or a 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, OEMs and distributors. This is dependent
on a.number 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 continue 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 onour 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 a negative impact on our business,
results of operations and financial condition.

Our future financial performance depends on our ability to purchase a
suffi¢ient 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 a single
source or limited sources. We may not be able tofind alternate sourcesin a
timely manner. A reduction, interruption or delay of supply, or a significant
increase in the price for supplies, such as manufacturing equipment,
precious metals, raw materials or energy, could have a 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 $1,496 million. While we believe the 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
a 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 a customer expected. In some



cases, product redesigns or additional expense may be required-to
address such issues. A significant or systemic quality issue could resultin
customer relations problems, lost sales, reduced volumes, product recalls
and financial damages and penalties.

We operate in a highly competitive environment

We operate in a highly competitive environment, and our outlook depends
on the company’s share of industry sales based on our ability to 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
products at a 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, éngineering, 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 a significant amount of the Company’s profits and cash
flow, and any events that adversely affect the markets for LCD glass substrates
could have a material and negative impact on results our financial results

Corning's ability to generate profits and operating cash flow depends
largely upon the level of profitability of our LCD business. As a result, any
event that adversely affects our Display business could have a 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 of these events had a material adverse
effect on the sales of our LCD glass, such an event could result in material
charges and a 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 a 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 a cost or quality disadvantage. Our
own process technologies may be 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. A
scarcity of resources, limitations on technology, personnel or other factors
resulting in a 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:

Risk Factors

« 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 possible tax planning strategies, and the economic
énvironments 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 ab|I|ty 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. Aithough 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 a material effect on our financial statements in the period or
periods for which that determination is made.

We earn a 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 a material adverse
impact on our tax expense and cash flow.

Our business depends on our abiﬁty to attract and retain talented gmployegs

The loss of the services of any of our key research and development,
engineering or gperational personnel or senior management without
adequate replacement, or the inability to attract new qualified personnel,
could have a material adverse effect on our operations and financial
performance

We are subject to strict envuronmental 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 manufacturmg 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 in 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 resuiting from the regulation and impact of
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global warming and CO2 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. If we 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 coutd inhibit our ability to 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 10-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 substantia! legal
liabilities or regulatory actions could have a material adverse effect on
our business, results of operations, financial condition, cash flows and
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 a 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 a significant amount of resources to our
research and development efforts to maintain our competitive position.

Business disruptions could affect our operating results

A significant portion of our manufacturing, research and development
activities and certain other critical business operations are concentrated
in a few geographic areas. A major earthquake, 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
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operations and, as a result our future fmancnal results could be materially
and adversely affected.

Additionally, a significant amount of the specialized manufacturing
capacity for our Display Technologies segment is concentrated in three
overseas countries and it is reasonably possible that the operationsof one
or more such facilities could be disrupted. Due to the specnahzed 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, Accordingly, loss of these facilities could produce a near-
term severe impact on our Display business and the Company as a whole.

We face risks through equity affiliates that we do not control

Corning’s net income includes significant equity earnings from associated
companies. For the year ended December 31, 2012, we recognized
$810 million of equity earnings, of which g7% 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 pglitical
and geographic risks mentioned above, as well as 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 emerged from Chapter 11 bankruptcy in 2004 and has certain
obligations under its Plan of Reorganization to resolve and fund claims
of its creditors and personal injury claimants. Dow Corning may incur
further bankruptcy charges in the future, which may adversely affect its
operations or assets. Dow Corning also could be adversely impacted by
an unfavorable ruling by the Chinese Ministry of Commerce (MOFCOM)
and a 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
their failure to maintain effectiveness or comply with appllcable standards
may adversely affect us.

We may not have adequate insurance coverage for claims against us

We face the risk of loss resulting from product liability, asbestos, securities,
fiduciary liability, intellectual property, antitrust, contractual; warranty,
environmental, fraud and other lawsuits, whether or not such claims are
valid. In addition, our product liability, fiduciary, directors and officers,
property policies including business interruption, natural catastrophe and
comprehensive general liability insurance may not be adequate to cover
such claims or.may not be available to the extent we expect in the future.
A 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 if we 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 a
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 alleged or actual violations maysubject us to government scrutiny,
investigation and civil and criminal penalties, and may limit our ability to
import or export our products or td 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.



In addition, the U.S. Foreign Corrupt Practices Act and similar foreign 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. Recent yéars have
seen a substantial increase in the global enforcement of anti-corruption
laws. Our continued operation and expansion oitside 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 strive to select equity partners and
affiliates who share our values and understand our reporting requirements
as a U.S.-domiciled company and to ensure that an appropriate business
culture exists within these ventures to minimize and mitigate our risk, we
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
a satisfactory return on our investment, or that we experience difficulty
integrating new employees, business systems, and technology, or diversion
of management’s 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
events 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 of our employees
and, in some cases, our customers. At the same time, the 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 a crisis in the
financial markets could limit our access to capital

We utilize credit in both the capital markets and from banks to facilitate
company borrowings, hedging transactions, leases and other financial
transactions. We maintain a $1 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, a
financial markets crisis may limit our ability to utilize financial markets
to access liquidity. ‘

Risk Factors

Adverse economic conditions may adversely affect our cash investments

We maintain an investment’ portfollo 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. A significant part of our investment portfolio consists, either
directly or indirectly, 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. defauits 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
impdirment 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 a permanent loss.

Information technology dependency and secﬁrify 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
a 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
ouf implementation of security measures, our IT systems are vulnerable
to disruptions from computer viruses, natural disasters, unauthorized
access, cyber attack and other similar disruptions. A 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, and 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 a continuous source of power (electncal gas, etc.).

International trade pohcles may impact demand for our products and our
competltlve position

Government policies on international trade and investment such as
import quotas, capital controls or tariffs, whether adopted by individual
governmenits 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, results.of operations and
financial condition. For example, a government’s adoption of “buy national”
policies or retaliation by another government against such.policies could
have a negative impact on our results of operations. These policies also
affect our equity companies.

CORNING INCORPORATED - 2012 Annual Report

n



Legal Proceedings

Environmental 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 a potentially responsible party
for 17 active hazardous waste sites. Under the Superfund Act, all parties
who may have contributed any waste to a hazardous waste site, identified
by the Agency, are jointly and severally liable for the cost of cleanup
unless the Agency agrees otherwise. It is Corning’s policy to accrue for
its estimated hability 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 201, 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 a reasonable estimate of the Company’s liability and
that the risk of an additional loss in an amount materially 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 arising from many thousands of breast
implant product lawsuits. On June 1, 2004, Dow Corning emerged from
Chapter 11 with a Plan of Reorganization (the Plan) which provided far 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
a Settlement Trust and a Litigation Facility to provide a 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 a reserve for breast
implant litigation of $1.6 billion. As a separate matter arising from the
bankruptcy proceedings, Dow Corning is defending claims asserted by a
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 commerciat creditors to be within the range of $9o million to
$294 million. As Dow Corning management believes no single amount
within the range appears to be a 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, Corning’s equity
earnings would be reduced by its 50% share of the amount in excess of
$go million, net of applicable tax benefits. There are a number of other
claims in the bankruptcy proceedings against Dow Corning awaiting
resolution by the 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 défended by
the Litigation Facility.

On July 20, 2012, 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 a petition
filed by Chinese solar-grade polycrystalline silicon producers. The petition
alleges that producers within these countries, including a 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 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.
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Pittsburgh Corning Corporation. Corning and PPG Industries, inc. (PPG)
each own 50% of the capital stock of Pittsburgh Corning Corporation (PCC).
Over a 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
reorganization in the U.S. Bankruptcy Court for the Western District
of Pennsylvania. At the time PCC filed for bankruptcy protection, there
were approximately 11,800 claims pending against Corning in state court
lawsuits-alleging various theories of liability based on exposure to PCC's
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 PCC’s asbestos products.
Corning is also currently involved in approximately 9,800 ather cases
(approximately 37,500 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 3,
2012, Corning had received for these cases approximately $18.6 million in
insurance payments related to those claims. As described below, several of
Corning's insurance carriers have filed a legal proceeding concerning the
extent of any insurance caverage 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 of future outcomes.

Corning, with other relevant parties, has been involved in ongoing efforts
to develop a Plan of Reorganization that would resolve the concerns and
objections of the relevant courts and parties. In 2003, a 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 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 N.V. (PCE), a Belgian corporation, and to
contribute a 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 by dollar value and not the
number of shares. The Amended PCC Plan would, originally, have required
Corning to make (1) one payment of $100 million one year from the date the
Amended PCC Plan becomes effective and certain conditions are met and
(2) 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 Corning'’s 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 under the Amended PCC Plan from the insurance carriers
involved in the bankruptcy proceeding with certain exceptions.

On june 16, 20m, the Court entered an Order denying confirmation of the
Amended PCC Plan. The Court’s memorandum opinion accompanying
the order rejected some objections to the Amended PCC Plan and made
suggestions regarding modifications to the Amended PCC Planthat would
allow the Plan to be confirmed. Corning and other parties have filed a
motion for reconsideration, objecting to certain points of this Order. Certain
parties to the proceeding filed specific Plan modifications in response to
the Court’s 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. A
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.



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 9,800 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 Court’s June 16, 2011 opinion remains subject to a number of
contingencies. Payment of the amounts required to fund the Amended
PCC Ptan from insurance and other sources are subject to a 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’s 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
a material adverse impact to Corning’s financial statements is remote.

Several of Corning’s insurers have commenced litigation in state courts for
a declaration of the 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 a 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 SGl and Creditors in 'connection with the petition for court

receivership of Samsung Motors Inc. In the lawsuit, SGI and Creditors allege
a 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 a 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 2,334,045 shares of SLI
less 1,165,955 shares of St 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 by them;
and pay default interest of 6% per annum. The ruling was appealed. On
November 10, 2009, the Appellate Court directed the parties to attempt to
resolve this matter through mediation. On January 11, 2011, the Appellate
Court ordered the Samsung Affiliates to pay 600 biilion won in principal
and 20 billion won in delayed interest to SGI and Creditors. Samsung
promptly paid those amounts, which approximated $550 million when
translated to United States dollars, from a portion of an escrow account
established upon completion of SLIs initial public offering (IPO) on May 7,
2010. On February 7, 201, the Samsung Affiliates appealed the Appellate
Court’s ruling to the Supreme Court of Korea and the appeal is currently
in progress. Samsung Corning Precision Materials has not contributed

Legal Proceedings

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 18, 2011, Demodulation, Inc. filed suit in
the U.S. District Court for the District of New Jersey against Applied DNA
Sciences, Inc., Corning Incorporated, Alfred University, Alfred Technology
Resources, Inc., and John and Jane Does 1-10. Demodulation filed an
amended complaint on August 3, 201, alleging a conspiracy by the
defendants to steal Demodulation’s alleged trade secrets and other
intellectual property related to glass covered amorphous metal microwires
and seeks damages under various theories, including breach of contract,
defamation, conspiracy, antitrust, 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 a
second amended complaint. Corning does not believe Demodulation’s
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 a materially adverse impact
to Corning’s financial statements is remote.

Trade Secret Misappropriation Suits Concerning LCD Glass Technology. On
July 18, 201, in China, Corning Incorporated filed suit in the Beijing Second
Intermediate People’s 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 18, 20m, 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 technolagy that 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 ofﬂcer of
Dongxu. The Dongxu officer has appealed.

Grand Jury Subpoena. In March of 2012, Corning received a 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 to possible antitrust law violatidas
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 of Justice, with the
same scope, but extending the time frame for the documents to be
produced back to January 1,1988. Corning’s policy is to comply with
all laws and regulations, including all antitrust and competition laws.
Antitrust investigations can result in substantial liability for the 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 a particular period.
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Market for Registrant’s Common Equity, |
Related Stockholder Matters and Issuer Purchases
of Equity Securities

(a) 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. The ticker symbol for Corning Incorporated
is “GLW.” ‘

The following table sets forth the high and low sales price of Corning’s common stock as reported on the Composite Tape.

. First quarter Second quarter Third quarter Fourth quarter
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As of December 31, 2012, there were approximately 19,680 record holders of common stock and approximately 550,000 beneficial shareholders.

Between the third quarter of 2007 and the third quarter of 2011, Corning paid a quarterly cash dividend of $0.05 per share on the Company’s common
stock. On October 5, 201, Corning’s Board of Directors declared a 50% increase in the Company’s quarterly common stock dividend, increasing Corning’s
quarterly dividend from $0.05 per share to $0.075 per share of common stock. Qn October 3, 2012, Corning’s Board of Directors declared a 20% increase
in the Company’s quarterly common stock dividend. Corning’s 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 avaitable 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:

A B ' ‘ C
Number of securities
remaining available for future

Number of securities to be issued Weighted-average exercise price " issuance under equity compensation
upon exercise of outstanding = of outstanding options, warrants  plans (excluding securities reflected
Plan category . qptions, 4warfant_s anq i h_ts _ S and ri;‘hts in column A)
Equity compensation plans B et v e : T Py
approved by secusity holders):. - = vy v o Gronngnr 64061000 1 2 - 85,623i329
Equity compensation plans not
approved by security holders: -0 e 0 ‘ 0
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(1) Sharesindicated are total grants under the most recent shiareholder approved plans as well as any sharesiremaining outstanding from any prior
shareholder approved plans. '
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Market for Registrant’s 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 Corning’s common stock, the S&P 500 and the S&P
Communications Equipment Companies (in which Corning is currently included). The graph includes the capital weighted performance results of those
companies in the communjcations equipment company classificatign that are also included in the S&P so0. '

COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN
AMONG CORNING INCORPORATED, S&P 500 AND S&P COMMUNICATIONS EQUIPMENT
(Fiscal Years Ended December 31) v o
Indexed to 100

$120 -

$100 -

$80 -

$60

$40 -

$20 -

$0

T ’ t T I ’ 1
2007 2008 2009 2010 ., - . 201 2012

- Corning incorporated -@- S&P Communications Equipment -®- S&P 500

(b) Not applicablé. ,
() The foIIoWing table provides'informatjon 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
Number of shares  Average price paid part of publicly announced may yet be purchased under the plans

Period purchased® per share(” plans or programs® or programs®

October 1-31, 2012 4,725,164 S 13.31 4,673,797 $ 63,343,352
November 1-30, 2012 5,400,679 $ n74 5,393,700 S 0
December 1-31, 2012 16,843 S 12.40 0 S 0
Total at December 31, 2012 10,142,686 $ 12.47 10,067,497 $ 0

(1) This column reflects the following transactions during the fiscal fourth quarter of 2012: (i) the deemed surrender to us of 3,073 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 (i) the
surrender to us of 72,116 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 10,067,497 shares of common stock in conjunction with the repurchase program announced in the fourth
quarter of 2012.

(2} OnOctober 5,201, we publicly announced authorization to repurchase up to $1.5 biliion of our common stock by December 31,2013. The program
was finalized in the fourth quarter of 2012.
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Selected Financial Data (Unaudited)

Years ended December 31,

(In millions, except per share amounts and number

of employees) 2012 201 2010 2009 2008
Results of operations a2 g ok pRATRM AT SOOI aEREY :
Net sales Co%e 8O $ 17890 $ 6632 $ 5395 $ 5948
Research, development and engineering expenses 1 745 B g asign $ 603 $ - 563 Seicrn 627
Equity in earnings of affiliated companies $ 810 $ 1,47 $ 1,958 $ 1435 $ 1358
Net income attributable to Corning Incorporated $ 1728 $ . 2,805 $ 3558 .. 6 2008 5. 5257
Earnings per common share attributable to
Corning Incorporated: ) o

Basic N P s 180 $ 1% § 130

Diluted $ $ 177 $ 2.25 $ 1.28
Cash dividends declared per common share $ $. 023 & § 020 $ 020
Shares used in computing per share amounts: :

Basic earnings per common share 1,494 1562 @ 1,558 1,550 Tl L1560

Diluted earnings per common share 1,506 1,583 1,581 1,568 1,584
Financlal position R o E
Working capital $ 1739 $ 6,580 $ 6873 $ 3982 $ 2567
Total assets § 29375 $ 27,848 5 25833 $ 21,295 s 19,256
Long-term debt $ 3382 S 2,364 $ 2262 $ 1930 $ 1,527
Total Corning Incorporated shdreholders’ equi $ 21486 $ 2,078 i S 19375 K g 15543 $ 13,443
Selected data ) - o ) o ‘
Capital expenditures A s 1800 U8 A s o001 s TBeo” T s am
Depreciation and amortization $ 997 $ 957 $ 854 $ 792 $ 695
Numberofemployees : & 28700 78800 26200 1

Reference should be made to the Notes to the Consolidated Financial Statements and Management'é Discussion and Analysis of Financial Condition
and Resuits of Operations.
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Management’s Discussion and Analysis of Financial
Condition and Results of Operations

Organization of Information

Management’s Discussion and Analysis provides a historical and prospective narrative on the Company's 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 Corning’s net income decreased in 2012 when compared to 201,
we ended the year having made good progress towards our goals despite
some challenging economic conditions and changing market environments.
[n 2012, we set a 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 significant year-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
20m and continuing into the first quarter of 2012. The supply chain became
more balanced during the remainder of 2012, as we saw a 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 a 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 a 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 a result of
the acquisition of the Discovery Labware business and a small acquisition
completed in the fourth quarter of 201, segment results declined due to
an increase in acquisition—related 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 $1.7 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 segment’s
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 Corning’s corporate-wide restructuring plan announced
in the fourth quarter of 2012;

« A decline in equity earnings from Dow Corning due to a significant
decrease in earnings at Hemlock Semiconductor Group (Hemlock),
Dow Corning’s 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 to workforce
“reductions and asset write-offs;

- The absence of a 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 20m; ‘

« Lower royalty income from our equity affiliate Samsung 'Corr‘l_ing Precision
Materials due to the combination of lower sales and the reduction in
the royalty rate which took effect in December 20m; 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 3, 2013;

— 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, a $52 million translation gain
as a result of the liquidation of a foreign subsidiary, and the favorable
impact of movements in foreign exchange rates.

Corning remains committed to a 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 10% at December 31, 2011.

« Operating cash flow for the year was $3.2 billion, consistent with 20m.

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

. Corning’s Board of Directors declared a 20% increase in the Company's
quarterly common stock dividend.

« We completed a 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.

CORNING INCORPORATED - 2012 Annual Report
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

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
2012, we maintained a balanced innovation strategy focused on: growing our
existing businesses; developing opportunities adjacent or closely related to
our existing technical and manufacturing capabilities; and investing in fong
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 fiber to 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 increased
by $74 million in 2012 when compared to 2011, but remained relatively
constant as a 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 201m. 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 a 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 201, resulting in a significant decrease in capital spending
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in those segments. Slightly offsetting the decline was an increase in
“tapital 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 spending to be about $1.3 billion. Approximately
$500 million will be allocated to our Display 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. A rise in global demand
for Corning’s optical fiber and cable, combined with growth of enterprise
network solutions products and fiber-to-the-premises sales in Australia
should propel the sales improvement in our Telecommunications segment.
Our recent acquisition of the majority of the Discovery Labware business
of Becton, Dickinson and Company is expected to drive the Life Sciences
segment sales growth in 2013. We believe the overall LCD glass retail
market in 2013 will increase in the mid-to-high single digits from 3.5 billion
square feet in 2012, driven by the combination of an increase in retail sales
of LCD televisions and the demand for larger television screen sizes. Net
income may be negatively impacted by lower equity earnings from.our
equity affiliate Dow Corning and the impact of movements in‘foreign
exchange rates. We may take advantage of acquisition oppertunities that
support the long-term strategies of our businesses. We remain confident
that our strategy to grow through global innovation, while preserving our
financial stability, will enable our continued long-term success.
- 3



Management's Discussion and Analysis of Financial Condition and Results of Operations

Results of Operations
Selected highlights from.our continuing operations follow {dollars in millions):
' % change
2012 2011 ) 2010 . 12vs. 1 11 Vs, 10
Netsales s som S . 7890 S 6632 W2t 9
Gross margin S 3,397 $ 3,566 $ 3,049 (5) 17
{gross margin %) 4% D R e o a
Selling, generat and administrative
expense S 1165 - S 1,033 ) 1,015 - “13 ‘ 2
(as a % of net sales) N 15% T gReE B T T g v e T '
Research, development and engineering e - ‘ C ] -
expenses . s oms s oen s o3 oW1
(asa % of net sales) - v il C 9% 9% 9%
Restructuring, impairment and othe( R ,- ‘ .
charges (credits) qoe $ 33 - $ 129 g (329) 3 *
" (as'a % of net sales) i R f aon 5 2% 2% g i b (5)%. A ,
Asbestos litigation charge (credit) ! L s "% $ 24 $ (49) , - (42) - *
(as a % of net sales) V 280 0% e % 5. O ’"“(j)%' ! Horin gt B2
Equity in earnings of affiliated companies .8 810 ‘ $ 1,47 S 1958 (45) (25)
(asa%ofnetsales) . o .. L 0% 19% 30%
income before i income taxes C 8 2'1?7 $ 323 $ 3,845 (34) (16)
(asa%ofnet safes) : T 26% 41% 58% i
(Prows:on) beneﬂtformcometaxes 7 s ! 389) ‘ $ (408) ’ $ (287) (5) . L 42
(asa % of-net sales): b e  (5)% 110 B% o oim W% or e e B
Net income attributable to Cornmg K '
incorporated » S 1,728 $ 2,805 $ 3,558 . (38) (21)
(as a % of net sales) ‘I“"‘“‘f s ' 2% AR 1, SRl 4 ‘ '
*  The percentage change calculation is not meaningful. c
Net Sales Cost of Sales

Net sales in 2012 increased slightly when compared to the prior year, due
to sales growth in the Specialty Materials, Telecommunications and Life
Sciences segments, offset almost entirely by a 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 of the BD Discovery Labware business 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 201 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 77% of net sales.
For 2011 and 2010, net sales into international markets accounted for 78%
and 74%, respectively, of net sales.

The types of expenses included in the cost of sales Ime |tem are: raw
materials consumption, 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 a percentage of sales decreased
when compared to 201, 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 201, led
to a double-digit increase in gross margin.

For 20m, gross margin dollars increased when compared to 2010, but
declined slightly as a percentage of sales. Improvements in gross margin
were driven by the 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.

CORNING INCORPORATED - 2012 Annual Report
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Management's Discussion and Analysis of Financial Condition and Results of Operations

Selling, General, and Administrative Expenses

Selling, general, and administrative expenses for 2012 increased when
compared to 20m, due primarily to an increase in performance-based
compensation costs, expenses associated with the acquisition of the BD
Discovery Labware business, and the absence of a credit in the amount of

$27 million resulting from a reduction in a contingent liability associated .

with an acquisition recorded in 20m. As a percentage of net sales, selling,
general, and administrative expenses in 2012 increased when compared
to 20m, 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 a 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 a credit of $27 million resulting from a reduction in a contingent
liability associated with an acquisition recorded in the first quarter of 20m.
As a 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 1%
in 2012 when compared to 20m, but remained relatively constant as a
percentage of net sales. During 2012, Corning’s 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 a percentage of net sales. Corning’s research,
development and engineering expenses focused on our Specialty Materials
and Telecommunications segments as we strive to capitalize on growth
opportunities in those segments.
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Restructuring, Impairment, and Other Charges -
and Credits

Corning recorded restructuring, impairment, and other charges and credits in
2012, 2011 and 2010, which affect the comparability of our results for the periods
presented. Additional information on restructuring and asset impairment is
found in Note 2 (Restructuring, Impairment and Other Charges (Credits)),
Note g (Property, Net of Accumulated Depreciation) and Note 16 (Fair Value
Measurements) to the Consolidated Financial Statements. A 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
a 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,
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 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 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 a 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.

20m Activity

in the fourth quarter of 20m, 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 a cover sheet of
strengthened glass for frameless (bezel-less) LCD displays. The large cover
glass impairment charge represents a 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 equipment used in the ion exchange process and facilities
dedicated to the ion exchange process.



Management’s Discussion and 'Analysis of Financial Condition and Results of Operations

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 by a power disruption.

Asbestos Litigation

In 2012, we recorded an increase to our asbestos litigation fiability of
$14 million compared to an increase of $24 million in 20m. In 2010, we
recorded a net decrease to our asbestos litigation liability of $49 milion.

Equity in Earnings of Affiliated Companies -

The net decrease in 2010 was due primarily to a $54 million decrease to
our estimated liability for asbestos litigation that was recorded in the
first quarter of 2010, as a result of the change in terms 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 reflect the 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 a 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, and-a portion of the obligation
will be fulfilled through the direct contribution of Corning’s investment in
PCE (currently recorded as a non-current other equity method investment).

See Legal Proceedings for additional information about this matter.

The following provides a summary of equity earnings of affiliated companies (in millions):

. Years ended December 31, ..
2012 201 2010

Samsung Corning Precision Materials $ 699 S 1,031 - 1473
Dow Corning ' 90 g 404 444
Al ather i foni et ah e s e P e b O S e QY g e TR T e ok e
Total equity earnings $ 810 $ 1,47 ‘8 1,958

Equity earnings of affiliated compahies 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 Dlsplay
Technologies segment and in All Other.

Equity earnings from Dow Cormng decreased substantially in 2012 when
compared to 2011. Beginning in the latter half of 201, and continuing into
2012, Dow Corning began experiencing unfavorable industry conditions
at its consolidated subsidiary Hemlock Semiconductor Group (Hemlock),
a 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 201, and prices remained depressed
throughout 2012. Also potentially impacting this business is a 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 a result, Dow Corning determined that a 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 $57 million, before tax, for Corning’s 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 Corning’s
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,

2012. However, it is reasonably possible that the estimate of undiscounted
cash flows could change in the near terim, resulting in the need to write
down those assets to fair value. If a 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 Corning’s 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 a provision that the customers “take
or pay” the contracted volume of the polycrystalline silicon over the life
of the contract. Corning’s 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 following items:

* Corning’s share of the 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:

* A gain in the amount of $10 million, before tax, associated with the
resolution of a 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 $100 million;
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The decrease in equity earnings from Dow Corning was partially offset
by a gain in the amount of $89 million associated with the resolution of
a contract dispute by Hemlock against one of its customers relating to
enforcement of long-term supply agreements.

» Asales shift from higher priced, higher margin silicones to lower priced,
lower margin silicones; and

* Adecrease in advanced energy manufacturing tax credits.

Other Income (Expense), Net

“Other income (expense), net” in Corning’s consolidated statements of income includes the following (in millions):

Years ended December 31,

2012 201 2010
Royalty income from Samsung Carning Precision Materials. .. . ..+ .- $, 83 a% e T e nrae b 265
Foreign currency transaction and hedge gains (losses), net s o - 8 - (43) (22)
Loss on retirementof debt . R ey e R s e G £ L (3g)
Net loss attributable to noncontrolling mterests 5 3 2
Other, net 13 en (31)
Total § 10 gt $ ns - $ 184

Royalty income from Samsung Corning Precision Materials decreased significantly in 2012, when compared to 201, reflecting a decrease in the applicable
royalty rate, coupled with a decline in sales volume at Samsung Corning Precision Materials. In December 201, the applicable royalty rate was reduced

for a five-year periad by approximately 50% 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 (credlt) and

Other income, net, movements in foreign exchange rates also had a sllghtiy p05|t|ve |mpact 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):

Years ended December 31
2012 Jon 2010 -

Provisiori forindome ta)es -7 e s S
Effective tax rate

S 389 ; :,‘t$;; s 0i408: ',‘s"jj; s :% ‘MM ,1§m:p:.;
18.4% 12.7% “7.5%

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
onJanuary 3,2013;

« The impact of equity in earnings of nonconsolidated affiliates reported
in the financials net of tax; and

22 CORNING INCORPORATED - 2012 Annual Report

« The benefit of tax incentives in foreign jurisdictions, primarily Taiwan.

The effective income tax rate for 20m 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; and

« A $41 million tax benefit from amending our 2006 U.S. Federal return
to claim foreign tax credits.
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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 nonconsohdated affiliates reported
in the financials net of tax;

* The benefit of tax incentives in foreign jurisdictions, prlmanly 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 a 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 forwards and state
tax net operating loss carry forwards, as well as 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 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 and credit carry forwards.

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 of foreign subsidiaries
and affiliated companies to the extent these earnings are currently taxable
or not indefinitely reinvested. As of December 31, 2012, taxes have not
been provided on approximately $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 arrangements‘vary, and
the benefits of such arrangements phase out through 2015. The impact
of the tax holidays on our effective rate is a reduction in the rate of 1.6,
2.0 and 3.1 percentage points for 2012, 2011 and 2010, respectively.

While we expeét the amount of unrecognized tax benefits to change in
the next 12 months, we do not expect the change to have a significant
impact on the results of operations or our financial position.

Refer to Note 6 (Income Taxes) to the Consolidated Fmanctal Statements
for further details regarding i mcome tax matters.

As a result of the items discussed above, net income and per share data was as follows (in millions, except per share amounts): .

Years ended December 31,

2012 201 2010
Net income attributableto Corningincorporated ~— -© = v fivs oo S8 VI8 i 2805 -, L BB5R
Basic earnmgs per common share ’ paeidig 136 $ 180 $ 228
Diluted earnings per common share L EE &L S R St & SRR S )
Shares used in computing per share amounts . P S o )
Basiceamings pericommon share- - B AT Clee s LA s B562 <o 44,558
‘ 0 ] 506 1,583 ' 1,581

Diluted earnings per common share

Reportable Segfnents

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 reportabie 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

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.

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 pfOJeCtS and results for new product
lines. .

We prepared the financial results for our segments on a 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 segment’s 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.
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Display Technologies

% change
(dollars in millions) 2012 201 2010 12vs. 11 1vs. 10
Net sales . _ $ 2909 0§34 § 3,01 (8): v oy
Equity earnings of affiliated companies $ 692 $ 1027 $ 1452 (33) (29)
Net income R ‘ $ 1,602 “§ 2349 ¢ 2993 (32) T 2)

2012 vS. 201

The decrease in net sales in 2012, when compared to 201, reflects significant
price declines which occurred in the fourth quarter of 201 and the first
quarter of 2012, driven by customer and competitive pressures associated
with share shifts at several major customers in a period of excess glass
supply. Sequential price declines became much more moderate in the
second and third quarters of 2012, reflecting a 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 Corning’s
share at each of the customers and maintain a fixed relationship between
Corning’s 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 Corning’s prior pricing with the
requirements of these new agreements. Retail demand for larger-sized LCD
televisions drove a double-digit increase in volume in our wholly-owned
business in 2012, when compared to the prior year, 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 20m, reflected substantial price
declines, driven by the circumstances described above, relatively consistent
volume and share loss at a 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, a reduction in royalty income,
and the impact of restructuring actions, partially offset by a 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.

A number of Corning’s 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 201, reflecting a decrease
in the applicable royalty rate, coupled with a decline in sales volume at
Samsung Corning Precision Materials. In December 201, the applicable
royalty rate was reduced for a five-year period by approximately 50%
compared to the prior five years. Refer to Note 7 (Investments) to the
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,
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because Corning sells to panel makers and not to end market consumers,
supply chain expansion and contraction for this industry are key factors
in Corning’s 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 201 when compared to 2010, resulting in lower volume,and
excess capacity in the supply chain. As a result, Corning announced in the
fourth quarter of 20m that it would reduce capacity at our whaily-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 20m.

The slight increase in net sales in the Display Technologies segment in
20M, compared to 2010, was driven primarily by the favorable impact
of movements in foreign exchange rates. Net sales of this segment are
denominated in Japanese yen and, as a result, are susceptible to movements
in the U.S. dollar-Japanese yen exchange rate. Volume growth in 201 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 a Korean tax holiday and the absence of a $61 million credit
for our share of a revised tax holiday calculation agreed to by the 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 a 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
of a pre-tax credit recorded in 2010 in the amount of $324 million as
settiement of business interruption and property damage insurance claims.

Other Information

The Display Technologies segment has a 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 a combined 63% of total segment sales. For 20m,
four customers of the Display Technologies segment, which individually
accounted for more than 10% of segment net sales, accounted for 77% of
total segment sales. For 2010, three customers of the Display Technologies
segment, which individually accounted for more than 10% 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-
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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 a small number of its customers. In 2012, 2011 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, 201, and 2010, capital spending in
this segment was $853 million, $1.3 billion, and $497 million, respectively.
We expect capital spending for 2013 to be approximately $s00 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.

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
of 2013 to be more maderate 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 other things. We are
cautious about the potential negative impacts that economic conditions,
particularly a 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.

Telecommunications
% change

(dollars in millions) 2012 201 2010 12vs. 1 Mvs. 10

Net sales: Co . S ST | : b e il
Optical fiber and cable $ 1102 $ 1,051 S 878 5 20
Hardware and equipment : C 1028 . 1o s34 R D )
Total net sales ) $ 2130 $ 2072 S - 1712 3 21

Net income , ‘ L $.. 155 4 195 $ 98 RACL

2012 vS. 201

Net sales for the segment were up slightly when compared tonzon, 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 of a contingent liability reversal recorded in 2011 in the amount
of $27 million. Somewhat offsetting the decrease in net income was a
translation gain in the amount of $52 million for the liquidation of a
foreign subsidiary recorded in the fourth quarter of 2012 and the partial
reversal of a warranty reserve related to our fiber-to-the-premises and
fiber optic cable products in the pre-tax amount of $10 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
Company’s corporate-wide restructuring plan, which included headcount
reductions, asset write-offs and the write-off of a small equity affiliate in
Japan. Movements in foreign exchange rates did not significantly impact
net income of this segment.

The Telecommunications segment has a 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 201, net sales of the Telecommunications segment increased when
compared to 2010 due to higher sales in all of the segment’s product
lines, led by fiber-to-the-premises, optical fiber and cable, and enterprise
network products. Sales of fiber-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 a
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 a credit in the amount of $27 million for the decrease
in a contingent liability associated with a 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 a significant
impact on the comparability of net income for the periods presented.

Outlook:

We expect a strong year of sales growth in the Telecommunications
segment in 2013, driven by an increase in global demand for our optical
fiber and cable, a significant ramp-up of our fiber-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

% change
(dollars in millions) . 2012 201 2010 12vs. 1 11vs. 10 -
‘Net sales: o i DA G : : T .
Automotive § 486 $ 416 S 462 C2 3
Diesal . e _ : L .48 82y - 384 o’ 4
Total net sales : $+ 964 S 998 $ 816 3) ; 22
Netincome © =~ - § 1S ST e 8 i 430 SO R

2012 VS, 201

Net sales of this segment decreased in 2012 when compared to 20m, due
to.a decline in net sales of our diesel products and the negative impact
of movements in foreign exchange rates. Although sales of light duty
diesel products decreased due to a 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
diesel sales. During the latter half of 2012, however, the rate of growth of
heavy duty products declined, driven by a slowing of Class 8 truck orders
in North America. Sales of our automotive products increased in 2012,
when compared to 2011, on continued growth in worldwide automotive
production, led by growth in North America.

Net income in 2012 decreased slightly, driven by a decrease in sales of
light duty diesel products, offset somewhat by an increase in heavy duty
diesel volume, improved manufacturing performance and a decrease in
air freight costs, when compared to the same period last year. In 2012, net
income of this segment included approximately $3 million, before tax,
of restructuring charges associated with the Company’s corporate-wide
restructuring plan to reduce its global workforce. Movements in foreign
exchange rates did not have a significant impact on the comparability
of net income for the periods presented.

The Environmental Technologies segment sells to a concentrated customer
base of catalyzer and emission control systems manufacturers, who then
sell to automotive and diesel engine manufacturers. Although our sales are
to the emission control systems manufacturers, the use of our substrates
and filters is generally required by the specifications of the automotive
and diesel vehicle or engine manufacturers. For 2012, 201, and 2010, net
sales to three customers, which individually accounted for more than 10%
of segment sales, accounted for 86%, 85%, and 86%, respectively, of total
segment sales. While we are not aware of any significant customer credit

issues with our direct customers, our near-term sales and profitability
would be impacted if any individual customers were unable to continue
to purchase our products.

2011 Vs. 2010

When compared to 2010, net sales in the Environmental Technologies
segment increased in 20m, primarily due to higher sales of diesel products.
The increase was driven by an increase in truck production in the United
States, implementation of European governmental regulations on light
duty diesel vehicles, and the first stages of the implementation of off-
road vehicle regulations in the United States. Sales of our automotive
products also increased slightly in 2011, when compared to 2010, reflecting
the continuing growth of worldwide automotive production. Net sales
of this segment in 2011 were not materially impacted by movements in
foreign exchange rates when compared to 2010.

Net income in 201 increased 181%, when compared to 2010, due to higher
sales volume for our diesel products, combined with reduced air freight
expense and improved manufacturing performance in both diesel and
automotive product lines. The increase in net income was slightly offset
by higher depreciation and project costs on manufacturing capacity
expansion. Movements in foreign exchange rates in 201 did not materially
impact the results of this segment when compared to 2010.

Outlook:

in 2013, we anticipate that the worldwide auto and heavy-duty diesel
truck markets should grow when compared to 2012. We expect net sales
of this segment to decline in the first quarter of 2013, when com pared to
record quarterly sales in the same period last year. -

Specialty Materials

%change
(dollars in milions) 2012 201 00 12w "Nvs. 10
‘Netsales, . . . o L ' s 1346 % 1074 . $ 518 . . 25 . 86
Net income (loss) , S 42 $ (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 a 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 a protective cover glass that is
optimized for portable display devices and televisions.
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Net sales in 2012 increased in the Specialty Materials segment when
compared to the same period in 20m, driven by a significant increase in
sales volume of Corning Gorilla Glass. Sales of Corning Gorilta Glass have
continued to increase due to a 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 20m. 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 $10 million (pre-tax) of restructuring.

charges associated with the Company’s 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 20m.

For 2012, two customers of the Specialty Materials segment, which
individually accounted for more than 10% 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 10%
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 10% of segment sales, accounted for 43% of
total segment sales.

2011 Vs. 2010

Net sales in 20m increased significantly in the Speciaity Materials segment,
driven by sales of Corning Gorilla Glass, which more than doubled when
compared to 2010, and a 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 a 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 a 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 20m. 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 capacity for its Corning Gorilla Glass products, including
the impairment of large cover glass assets, in the fourth quarter of 2011
as part of Corning’s worldwide capacity reduction of approximately 25%.

The slight increase in net loss in 201 when compared to 2010 was driven
by the large cover glass asset impairment charge in the amount of
$130 million (pre-tax), offset by the considerable increase in sales volume
of our Corning Gorilla Glass used in handheld display devices, tabiets
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 a cover glass for smartphones and
tablets, and the emergence of touch technology on notebook computers.
In the first quarter of 2013, we éxpect net sales to decline sequentially
and compared to the same period in 2012.

% change
{dollars in millions) 2012 201 2010 12 vs. 11 11vs. 10
Net sales ' By $ $ 595 . % .508. 10T
Net income 5 $ 61 - $ 60 (49) 2

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 a small acquisition completed in the fourth
quarter of 201, as well as a slight increase in the segment’s existing product
lines. The acquisitions support the Company’s strategy to expand Corning’s
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 a 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 miilion of restructuring charges associated with the
Company'’s 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 201m.

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.

201 Vs, 2010

Net sales in 2011 increased when compared to 2010 due to a small acquisition
completed in the fourth quarter of 2010 and higher sales in the segment’s
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 of the Discovery
Labware business acquisition completed in the fourth quarter of 2012.
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All Other

% change
(dollars in millions) 2012 201 2010 12vs. 1 11vs. 10
Netsales K 6 G gt B § el 0 (14)
Research, development and engineering expenses s 24 $ 98 S 14 27 (14)
Equity earnings of affiliated companies s 1 § 15 $ 43 13 (67)
Net loss $ . (98) $ (78) $ (75) 26 4

All Other includes all other segments that do not meet the quantitative
threshold for separate reporting. This group is primarily comprised of
development projects that 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. This segment
also includes results for certain corporate investments such as Samsung
Corning Precision Materials’ non-LCD glass businesses, Eurokera and
Keraglass equity affiliates, which manufacture smooth cooktop glass/
ceramic products, and Corsam Technologies LLC (Corsam), an equity affiliate
established between Corning and Samsung Corning Precision Materials
to provide glass technology research. Refer to Note 7 (Investments) to
the Consolidated Financial Statements for additional information about
Samsung Corning Precision Materials and related party transactions.

Liquidity and Capital Resources

2012 vs. 20M

The results of this segment for the year ended 2012, when compared to
the same period last year, reflect an increase in research, development
and engineering expenses for development projects, offset by a gain
on the sale of assets in Samsung Corning Precision Materials’ non-LCD
glass business.

2011Vs. 2010

The increase in net loss in 2011 when compared to 2010 in this segment
was driven by lower equity earnings from Samsung Corning Precision
Materials’ non-LCD glass businesses, partially offset by lower research,
development and engineering expenses.

Financing and Capital Structure

The following items impacted Corning’s financing and capital structure
during 2012 and 2011%:

*In the first quarter of 2012, we issued $500 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, $11 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 $100 million of our 5.90% senior unsecured
notes due 2014 and $74 million of our 6.20% senior unsecured notes
due 2016. We recognized a pre-tax loss of $26 million upon the early
redemption of these notes.

* |n the fourth quarter of 2012, Corning’s Board of Directors declared
a 20% increase in the company’s quarterly common stock dividend.
Corning’s quarterly dividend increased from $0.075 per share to $0.09
per share of common stock.

» On October s, 201, Corning’s Board of Directors approved the repurchase of
up to $1.5 billion of common stock between the date of the announcement
and December 31, 2013. Corning finalized the repurchase program in
the fourth quarter of 2012, and repurchased a total of 111 million shares
for $1.5 billion during the program.
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*In the second quarter of 201, a wholly-owned subsidiary entered into
a 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, 201 (the “Availability
Period”). The time period for Corning to draw under the RMB facility
expired at the end of 2012. Our financing agreement requires us to repay
the aggregate principal amount and accrued interest outstanding at the
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 2012, we borrowed the equivalent of
approximately $377 million from this credit facility.

Capital Spending

Capital spending was $1.8 billion in 2012, a decrease of $631 million
when compared to 201m. 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 a
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 20m, resulting in
a 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 $500 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

Summary of cash flow data (in millions):

Years ended December 31,

2012 201 2010
Net cash provided by operating activities $ 3,206 $ 3,189 o080 503,838
Net cash used in investing activities $  {2,628) $  (2058) $ (1769)
Net.cash used in financing activities $ (s) . . % (980) n -$ D)

2012 vs. 201

Although 2012 net income declined when compared to 2011, operating cash
flow remained relatively consistent. The decrease in net income resulted
primarily from 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 a net
positive change in working capital also effected operating cash flow.

Net cash used in investing activities increased in 2012 when compared
to 20m, 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 a decrease in capital spending. .

Net cash used in financing activities decreased in 2012 when compared to
20m, primarily due to the proceeds received from the issuance of long-term
debt, coupled with a 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 a 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 a non-recurring special dividend of almost
$900 million received from Samsung Corning Precision Materials in 2010
and a decrease in cash from changes in working capital. Additionally,
in 20m, we received $66 million for the remainder of the settlement of
business interruption and property damage insurance claims, a decrease of
$193 million from the amount we received in 2010 as partial payment for
these claims. These negative events were partially offset by a $350 million
decrease in contributions to our defined benefit pension plans in 201.

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 $0.075 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 Corning’s U.S.
qualified plan. At December 31, 2012, this plan accounted for 80% 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 a result,
mandatory contributions are not expected to be required for this plan until
sometime after 2013. In 2012, we made voluntary cash contributions of
$75 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 up to $60 million
toour 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 Conselidated 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
a corporate-wide restructuring plan in the fourth quarter of 2012. We
recorded charges of $8g 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 miltion, with the majority of spending for employee-related costs
completed by 2013. Annualized savings from these actions are estimated
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 ‘miilion, $16 million,
and $66 million, respectively, related to employee severance and other exit
costs resulting from restructuring actions. Refer to Note 2 (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):

December 31,

2012 201
Working capital s 1139 cEhg o 55800
Current ratio 5.0:1 4.1:1
Trade accounts receivable, net of allowances . o %1302 e e 1,082
Days sales outstanding 55 52
Inventories E . . $ 1,051 $ 975
Inventory turns 4.6 47
‘Days payable outstanding® R A ‘ 42 ' oAy
Long-term debt ; $ 3 382 $ 2364
Tqtaldebttototal capital . NN W% i . 10%

(1) tncludes trade payables only.

Credit Ratings

As of February 13, 2013, our credit ratings were as follows:

gatlns Agency Rating long-term debt QOutlook last update

Fitch : A e -+ i Stable

: ~ May 17,201

Standard & Poor’s Ceeee UL positive
: February 14,2012

Moody’s A3 e v oStabler

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 a 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, 201, and 2010 were not significant.
Volatility in financial markets may limit Corning’s 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
a series of foreign exchange contracts over a two year period to hedge our
exposure to movements in the Japanese yen and its impact on our earnings.
The Company’s 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.
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During 2012 and 20m, we repurchased 56 million and 55 million shares of
common stock for $720 millien and $780 million, respectively, as part of
a share repurchase program announced on October s, 2011. There were
no repurchases in 2010.

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 a
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 a $1.0 billion unsecured committed revolving line
of credit. We also have amounts outstanding of $497 million under
a 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: a leverage ratio and an interest
coverage ratio. The required leverage ratio, which measures debt to total
capital, is a maximum of 50%. At December 31,2012 and 201, our leverage
using this measure was 14% and 10%, respectively. The required interest
coverage ratio, which is an adjusted earnings measure as defined by our
facility, compared to interest expense, is a ratio of at least 3.5 times. At
December 31,2012 and 20m, our interest coverage ratio using this measure
was 36.0 times and 41.7 times, respectively. At December 31, 2012 and 201,
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 al! obligations upon
the occurrence of certain events. In addition, the majority of our debt
instruments contain a cross default provision, whereby a default on one
debt obligation of the Company in excess of a specified amount, also would
be considered a default under the terms 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.

Corning's off balance sheet arrangements include the following:

« Guarantee contracts; and
« Variable interests held in certain unconsolidated entities.

At the time a guarantee is issued, the Company is required to recognize a
liability for the fair value or market value of the obligation it assumes. [n
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
each entity to-determine if we are the primary beneficiary: The primary
beneficiary of a variable interest entity is the party that absorbsa majority
of the entity’s expected losses, receives a-majority of its expected residual
returns; or both, as a result of holding variable interests, which are the
ownership, contractual, or other pecuniary interests in.an entity that
change with changes in the fair value of the entity’s 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 Corning’s
consolidated statements of position.

Corning does not have retained interests in assets transferred to an
unconsolidated entity that serve as credit, liquidity or market risk support
to that entity. .

Amount of commitment and contingency expiration per period

_ 5 years and

Total Less than 1 year 1 to 2 years 2 to 3 years 3 to 4 years thereafter
performance bonds and guaramtees- = 5§ 713500 0§ 2022 S 3 $. ., 5 T S
Credit facilities for equity companies 50 ’ 25 25 :
Stand-by letters of credit® A 1/ "
Subtotal of commitment expirations ]
per period S 142 $ 104 oS 28 $ 5 $ 5
Purchase obligations R T Tityy g B R | Coogemin ey
Capital expenditure obligations? 240 240 ) ’ ) _
Total debt® 5 & 3,214 R 29571 o o o136 R 154 vy 212,556
Interest on long-term debt® 2,853 160 165 151 144 2233
‘Minimum rental commitments - . - 834.. . 383 To2000 . we s A
Capital leases® 216 ‘ 3 2 3 3 205
Imputed intefest on capital leases - 135 R V) o2 12 N V! .81
Uncertain tax positions® 4 2 2
Subtotal of contractual obligation o e pt i s
paymepts-due by period " T 7,588 ot 910 697 462 : 350 5,166
Total commitments and contingencies $ 1,721 $ 1014 $ 725 $ 467 $ 350 $ 5,171

(1} At December 31,2012, $41 million of the-$57 million was included in other accrued liabilities on our consolidated balance sheets.
(2) Capital expenditure obligations primarily reflect amounts associated with our capital expansion activities.
(3) At December 31,2012, $3.4 billion was included on our balance sheet. Total debt above is stated at maturity value.

(4) 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.

(5) AtDecember 31,2012, $6 million was included on our balance sheet related to uncertain tax positions. Of this amount, we are unable to estimate
when $2 million of that amount wili become payable.
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We are required, at the time a guarantee is issued, to recognize a 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.

Environment

Additionally, we have agreed to provide a credit facility related to Dow
Corping. The funding of the Dow Corning credit facility will be required
onty if Dow Corning is not otherwise able to meet its scheduled funding
obligations in its confirmed Bankruptcy Plan. We believe a significant
majority of these guarantees and contingent liabilities will expire without
being funded.

Corning has been named by the Environmental Protection Agency (the
Agency) under the Superfund Act, or by state governments under similar
state laws, as a potentially responsible party for 17 active hazardous waste
sites. Under the Superfund Act, all parties who may have contributed any
waste to a hazardous waste site, identified by the Agency, are jointly and
severally liable for the cost of cleanup unless the Agency agrees otherwise.
It is Corning’s policy to accrue for its estimated liability related to Superfund
sites and other environmental liabilities related to property owned by

Critical Accounting Estimates

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 $25 million
(undiscounted), respectively, for its estimated liability for environmental
cleanup and related litigation. Based upon the information developed
to date, management believes that the accrued reserve is a reasonable
estimate of the Company’s liability and that the risk of an additional loss
in an amount materialiy higher than that accrued is remote.

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 long-lived assets in each quarter to 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 a 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 Company’s 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:

» A significant decrease in the market price of an asset;
+ A significant change in the extent or manner in which a long-lived asset
is being used or in its physical condition;

« A 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 a regulator;

* An accumulation of costs significantly in excess of the amount originally
expected for the acquisition or construction of an asset;

« A current-period operating or cash flow loss combined with a history of
operating or cash flow losses or a projection or forecast that demonstrates
continuing losses associated with the use of an asset; and
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« A 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, a
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 exercise judgment
in assessing the lowest level for which identifiable cash flows are largely
independent of the cash flows of other assets and liabilities. For the majority
of our repartable segments, we concluded that locations or businesses
which share production along the supply chain must be combined in
order to appropriately identify 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 assessmient requires
the exercise of judgment 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, a 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 recoverability described above, the
estimated fair value of long-lived assets is determined using an “income
approach”, “market approach”, “cost approach”, or a 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 valuatjon appraisals conducted by third parties. The
results of these valuations generally represent the fair market value of the
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 a 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, 201, 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, a significant
decrease in demand for products or a 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 a 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 2 (Restructuring, Impairment and Other Charges (Credits)),
Note g (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 the fair value
of our reporting units.

Corning'’s goodwill relates primarily to the Telecommunications, Specialty
Materials and Life Sciences operating segments. On a quarterly basis,
management performs a 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 if we conclude that it is more
likely than not that a reporting unit’s fair value is less than its carrying
amount. We perform a detailed, two-step process every three years if no
indicators suggest a 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 a reporting unit
is less than its carrying amount:

- Macroeconomic conditions, such as a 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 a 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 a decline in actual or forecasted revenue;

- Other relevant entity-specific events, such as material changes in
management or key personnel; and

— Events affecting a reporting unit, such as a 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 fair value
of a reporting unit in determining whether to perform the first step of
the goodwill impairment test.

Our two step goodwil! 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
a discounted cash flow model in which cash flows anticipated over
several periods, plus a 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.

Telecommunications

Goodwill for the Telecommunications segment is tested at the réporting
unit level which is also the operating segment level.

In addition to assessing qualitative factors each quarter, we performed a
quantitative goodwill recoverability test in 2012 for this reporting unit. The
results of our impairment test indicated that the fair value of the reporting
unit exceeded its book value by a significant amount. A discount rate of
9% was used in 2012. We determined a range of discount rates between
7% and 1% 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
a quantitative goodwill recoverability test in 2012 for this reporting unit.
The results of our impairment test indicated that the fair value of the
reporting unit exceeded its book value by a significant amount. A discount '
rate of 8% was used in 2012. We determined a range of discount rates
between 6% and 10% would not have affected our conclusion. Additionally,
the asset impairment which occurred in the fourth quarter of 2012 did
not cause a 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 a
quantitative goodwill recoverability test in 2012 for this reporting unit. The
results of our impairment test indicated that the fair value of the reporting
unit exceeded its book value by a significant amount. A discount rate of
7% was used in 2012. We determined a range of discount rates between
5% and 9% would not have affected our conclusion.

Restructuring charges and impairments
resulting from restructuring actions

We are required to assess whether and when a 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. The judgment involved can be difficult, subjective and
complex in a 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 of or abandon
certain assets or asset groups which, as a 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 our future resuits 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 201, the carrying value of our equity method
investments was $4.9 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 a 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 of judgment
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
future trends.

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
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inputs are based on the.Company’s 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 measurement. In addition, observable market data must be used
when available and the highest-and-best-use measure should be applied
to non-financial assets. Corning’s major categories of financial assets and
liabilities required to be measured at fair value are short-term and long-
term investments, certain pension asset investments and derivatives.
These categories use observable inputs only and are measured using a
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 at the fair value of Corning’s
derivative assets and liabilities, we have considered the appropriate
valuation and risk criteria, including such factors as credit risk of the relevant
party to the transaction. Amounts related to credit risk are not material.

The Level 3 assets measured with unobservable inputs relate to certain
pension asset investments and all long-lived assets fair valued on a
nonrecurring basis related to the ion exchange process for the production
of large cover glass, resulting in an impairment charge of $44 million.
Refer to Note 16 (Fair Value Measurements) of the Consolidated Financial
Statements for further detail.

Probability of litigation outcomes

We are required to make judgments about future events that are inherently
uncertain. In making determinations of likely outcomes of litigation
matters, we consider the evaluation of legal counsel knowledgeable about
each matter, case law, and other case-specific issues. See Part Il - ltem
3. Legal Proceedings for a discussion of the material litigation matters
we face. The most significant matter involving judgment is the liability
for asbestos litigation. There are a number of factors bearing upon our
potential liability, including the inherent complexity of a Chapter 1 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 resolution-(Amended PCC Plan) is subject to a 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, Corning’s 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
a material adverse impact to Corning’s 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 Corning'’s employge pension and
other postretirement obligatinsand future expense. .

As of December 31,2012, the Projected Benefit Obligation (PBO) for U.S.
pension plans was $3,198 million. :

The following information illustrates the sensitivity to a change in certain assumptions for U.S. pension plans:

Effect on 2013 Effect on
Change in assumption pre-tax pension expense December 31,2012 PBO
25 basis point.decrease in discount rate .. ' Vg llion 109 S o i olmilifion
25 basis point increase in discount rate -6 mil'li‘on‘ o :’ ; 7'91; million
25'basis point decrease In expected réturnion assets” - < o +6 million ) e
25 basis point increase in expected return on assets - 6 million

The above sensitivities reflect the impact of changing one assumption at
a time. Note that economic factors and conditions often affect multiple
assumptions simultaneously and the effects of changes in key assumptions
are not necessarily linear. These changes in assumptions would have no
effect on Corning’s funding requirements.

In addition, at December 31,2012, a 25 basis point decrease in the discount
rate would decrease stockholders’ equity by $122 million before tax, and a
25 basis point increase in the discount rate would increase stockholders’
equity by $119' million. In addition, the impact of greater than a 25 basis
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 a change in the discount rate assumption related to Corning’s U.S. OPEB plans:

Effect on 2013 Effect on
Change in assumption pre-tax OPEB expense December 31, 2012APBO*
25 basis point decrease in discount rate D “42 million T G e Rg 08 pltion
25 basis point increase in discount rate - 2’ 'million - 28 million

*  Accumulated Postretirement Benefit Obligation (APBO).

The above sensitivities reflect the impact of changing one assumption at a 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 Corning’s 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.
(n addition, judgment 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 1 (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 many foreign countries and as a 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 conveysion 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 including the 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 aiso 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 to foreign 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 a
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% of this amount in 2012. Equity earnings from Samsung
Corning Precision Materials totaled $699 million for 2012 and $1.0 biilion for

Interest Rate Risk Management

Itis our policy to conservatively manage our exposure to changes in interest
rates. At December 31, 2012, our consolidated debt portfolio contained less
than 1% 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
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20m. Exchange rate fluctuations and actions taken by management of these
entities can affect the earnings of these companies.

We use a sensitivity analysis to assess the market risk associated with our foreign
currency exchange risk. Market risk is defined as the potential change in fair
value of assets and liabilities resulting from an adverse movement in foreign
currency exchange rates. At December 31, 2012, with respect to-open forward
contracts, and foreign denominated debt with values exposed to exchange rate
movements, a 10% adverse movement in quoted foreign currency exchange
rates could result in a loss in fair value of these instruments of $236 million
compared to $275 million at December 31, 201. Specific to the Japanese yen,
a10% adverse movement in quoted yen exchange rates could result in a loss
in fair value of these instruments of $196 million compared to $241 million at
December 31, 2011. Specific to the Euro, a 10% adverse movement in quoted
euro exchange rates could result in a loss in fair value of these instruments
of $25 million compared to $23 million at December 31, 201.

As we derive approximately 73% of our net sales from outside the U.S,, our sales
and net income could be affected if the U.S. dollar significantly strengthens or
weakens against foreign currencies, most notably the Japanese yen 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 our financial results, we compare 2012 actual
sales in yen and Euro transaction currencies at an average currency exchange
rate during the year to a10% change in the currency exchange rate. A plus or
minus 10% movement in the U.S. dollar - Japanese yen exchange rate would
result in a change to 2012 net sales of approximately $460 million. A plus or
minus 10% movement in the U.S. dollar — euro exchange rate would result
in a change to 2012 net sales of approximately $93 million. Using 2012 net
income attributable to Corning Incorporated as a percentage of net sales
of 22%, we can estimate that a plus or minus 10% movement in the U.S.
dollar —Japanese yen exchange rate would result in a change to 2012 net
income attributable to Corning Incorporated of approximately $99 million.
A plus or minus 10% movement in the U.S. dollar - euro exchange rate would
result in a change to 2012 net income attributable to Corning Incorporated
of approximately $20 million.

economically exchange a 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 a floating rate that is indexed
to the one-month LIBOR rate.



Management’s Annual Report on Internal 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 SEC's rules and forms. Corning’s 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 Corning’s management, including Corning’s principal executive and pnnc:pal financial officers, or other persons performing
similar functions, as appropriate to allow timely decisions regarding required disclosure.

Corning's internal control over financial reporting is a process designed to provide reasonable assurance regardmg the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with accounting prlnClples generally accepted in the United States of
America. Corning’s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of Corning’s assets; (i) 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 Corning’s receipts and expenditures are being made only in accordance with authorizations of Corning’s management and
directors; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of Corning’s
assets that could have a material effect on the financial statements. Because of its inherent limitations, internal control over financial reporting may
not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies 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. Management’s 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
Corning's internal control over financial reporting was effective as of December 31, 2012. The effectiveness of Corning’s 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.

W Vs f.;;// =75

Wendell P. Weeks James B. Flaws ” o
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 20m, 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 Company’s management is responsible for these
financial statements and financial statement schedule, for maintaining effective internal control over financial reporting and'for its assessment of
the effectiveness of internal control over financial reporting, included in “Management’s Annual Report on Internal Control Over Financial Reporting,”
appearing under ttem gA. Our responsibility is to express opinions on these financial statements, on the financial statement schedule and on the
Company’s 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 reasonable
assurance about whether the financial statements are free of material misstatement and whether effective internal control over financial reporting
was maintained in all material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating
the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the circumstances.
We believe that our audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generatly accepted accounting principles. A company's
internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and {iii) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policles or procedures may deteriorate. )

R...Mp‘. w®

New York, New York
February 13,2013
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Consolidated Statements of Income

Corning Incorporated and Subsidiary Companies

Years ended December 31,

Research, development and engineering expenses

M(Iions, except per share amounts) 2010
Netsales 2 S $ o 6,632
Cost of sales 3,583
Gross margin ~-3,049
Operating expenses:

Selling, general and administrative expenses RPN 1165 - . 1,033, 1,015
745 67 603

- Amortization of purchased intangibles
Restructuring, impairment and other charges (credits) (Note 2)
Asbestos litigation charge (credit) (Note 7) sty

Operating income

anty;n ééfhihgs of affiliated compahi'esﬂ (the 7)'
Interest income

Interest expense

Other income, net

Income before income taxes
Provision for income taxes (Note 6)

Net income attributable to Corning incorporated

Earnings per common share attributable to Corning Incorporated:
_Basic (Note 18)

Diluted (Note 18)

Dividends declared per common share

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Comprehensive Income

Corning Incorporated and Subsidiary Companies

Years ended December 31,

(In millions, except per share amounts) ) 2012 ~o20m . 2010
Net income attributableto Corning Incorporated $ 1728 $ 2805 $ £ 3,558"
Other comprehensive income, before tax:

Foreign currency translation adjustments and other:

Adjustments arising during the period (439) 144 . 399
Less: reclassification adjustment for amounts included in net income (52) v vomE T B
Equity investee’s foreign currency translation adjustment 312 (168) 167
Net unrealized gains {losses) on investments: b e R B A RO R
Unrealized holding gain (loss) arising during the period ' i : (2) < 15
Less: reclassification adjustment for amounts included in net income (10) -8 el B g almi L deea
Equity investee’s unrealized gain (loss) on investments 9 6 " (6)
‘Unamortized losses and prior service costs for postretirement benefit plans: ; SR : et N
Adjustments arising during the period (280) (79) (176)
" Less: amortization of losses and prior service costs included in net income 89 97 EIRREE L - 2
Equity investee’s defined benefit plan adjustments 34 (131) (29)
Net unrealized gains {fosses) on designated hedges: SR T by e vt
Unrealized holding gain (loss) arising during the period ~ 100 (61) . (65)
Less: reclassification-adjustment for amounts included in net income . . (28) T S e
Equity investee’s unrealized gain (loss) on designated hedges 2 (2) 2
Other comprehensiveincome, before tax:. . (246) . (139) .. st A01
income tax benefit related to items of other. comprehensive income o 35 7 43
__Other comprehensive{loss).income, petoftax . . " . @N) oo noe (B o Rl A
Comprehensive income attributable to Corning Incorporated ) $ 1,517 S 2,673 S 4,00

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Balance Sheets

Corning Incorporated and Subsidiary Companies

December 31,

(In millions, except share and share amounts) 2012 201
Assets ¢ R L
Current assets:
Cash and cash equivalents » $ 4988 S 4,661
Short-term investments, at fair value (Note 3) 1,156 1,164
* Total cash, cash equivalents and short-term investments 16,144 5825
Trade accounts receivable, net of doubtful accounts and allowances - $26 and $19 1,302 1,082
‘Inventories (Note 5) 1,051 975
‘Deferred income taxes (Note 6) 579 448
Other current assets S Sl 619 347
Total current assets 9,695 8,677
Investments (Note 7) 4,915 4726
Property, net of accumulated depreciation - $7,652 and $7,204 (Note 9) 10,625 10,671
Goodwill and other intangible assets, net (Note 10) 1,496 926
Deferred income taxes (Note 6) 2,343 2,652
Other assets 301 196
Total Assets $ 29,375 $ 27,848
Liabilities and Equity AR
Current liabilities:
Current portion of long-term debt (Note 12} S 76 $ 27
Accounts payable 779 977
Other accrued liabilities (Note 11and 14) ©1101 L1093
Total current liabilities 1,956 2,097
Long-term debt (Note 12) 3,382 ° 2,364
Postretirement benefits other than pensions (Note 13) 930 897
Other liabilities (Note 11and 14) 1,574 1,361
Total liabilities 7,842 6,719
Commitments and contingencies (Note 14)' :
Shareholders’ equity (Note 17):
‘Common stock - Par value $0.50 per share; shares authorized: 3.8 billion S
- Shares issued: 1,649 ‘million and 1,636 million 825 g
Additional paid-in capital 13,46 13,041
Retained earnings 10,588 9,332
Treasury stock, at cost; shares held: 179 million and 121 million (2,773) (2,024)
Accumulated other comprehensive loss {300) (89)
Total Corning Incorporated shareholders’ equity 21,486 21,078
Noncontrolling interests 47 5]
Total equity 21,533 21,129
Total Liabilities and Equity $ 29375 $ 27,848

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows

Corning Incorporated and Subsidiary Companies

: ) Years ended December 31,
(In millions) 2012 201 - 2010

Cash Flows from Operating Activities: Efr

Net income $ 1,728 $ 2805 $ 3,558

Adjustments to reconeile net income to net cash provided by operating activities: e ¢re i
Depreciation o 978 942

Amortization of purchased intangibles e G
Restructuring, impairment and other charges (credits) . 133 129
Loss on retirement of debt 26 ;
Stock compensation charges 70
Undistributed earnings of affiliated companies less than (in excess of) dividends
received ' o : 280
Deferred tax provision 68 v
Restructuring payments, o o (15) e 8) L (66
Cash received from settlement of insurance claims ‘o 66 259
Employee benefit payments less than (in excess of) expense 36 . “_132,‘ o (ZQS)
Changes in certain working capital items: -
"Tradeaccountsreceivable ~ 7 T T (272) =TT (gL 06
inventories ' ' B ‘ {23) (201) . (16Q)
Other current assets (81) (20) ’ M 4;2
Accounts payable and other current liabilities 189 (27 - 192
Other, net 70 02) .. .. . (3
Net cash provided by operating activities 3,206 3,189 3,835
Cash Flows from Investing Activities: ) ) o : S
Capital expenditures (1,801) (2432) ~(1,007)
Acquisitions of businesses, net of cash received (723) L t215)( (;N, m (@3}
Net proceeds from sale or disposal of assets 2 ’ 1
Investment in affiliates o m) EE A & et o |
Short-term investments — acquisitions (2,270) {2,582) ~ (27e8)
Short-term investments — liquidations 2,269 3208
Other, net 8
Net.cash used in investing activities o (2,628) .. {2,056) .31
Cash Flows from Financing Activities:
Net repayments of short-term borrowings and current portion of long-term debt (26) (28) 2o g {T5)
Proceeds from issuance of long-term debt, net 1,362 120 689
Payment to settle interest rate swap agreements (18) RN S U R
Retirements of long-term debt, net ] (280) o (384)
Principal payments under capital lease obligations (1 (B2) nineA9)
Proceeds from issuance of common stock, net R S o
?Exnc,:eedssfrom the exercise of stock‘ohtions ’ i ) - 38
Repurchases of common stock for treasury (720) - (180) ;
Dividends paid C ' @an) B 17 (313)
Other, net 2
Net cash used in financing activities (115) (980) (2)
Effect of exchange rates on cash (136) (90) (7)
Net increase in cash and cash equivalents 327 © 63 2,057
Cash and cash equivalents at beginning of year 4,661 4,598 2,541
Cash and cash equivalents at end of year $ 4,988 $ 4,661 $ 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

Accumulated  Total Corning

Additional o other _ Incorporated Non-
Common paid-in Retained Treasury ~ comprehensive ' shareholders’  controlling
{In millions) stock capital earnings stock income (loss) equity interests Total
Balance, December 31,2009 $ 808 $ 12,707 $ 3,636 $ (1,207) $ (401) $ 15543 $ 52 $ 15595
Net income 3,558 3,558 2) " 3556
Fareign currency translation A , . e ?
adjustment and other ., 566 566 1.0 7. 567
Net unrealized gain
on investments 6 6 6
Net unrealized (loss) St gz o :
on'designated hedges * (24) ©(24) {28
Net change in unrecognized
postretirement benefit plans (104) (104) (104)
¢ PR Brogld o -
Total comprehensive income .. s 4,002 1) 4,001
Shares issued to benefit ptans
and for option exercises 5 141 146 146
Dividends on shares : ' (313) (313) (313)
Other, net 7 (20) 3) B
Balance, December 31,2010 - $ 813 $ 12865 - $ 6881 S (1227) $ 43 $ 19,375 I BRI 1 LR
Net income 2,805 2,805 - (3) . 2,802
Foreign currency translation b : L pesd L
adjustment and other . {21y () 3 318
Net unrealized gain »
on investments 4 4 4
Net unrealized (loss) ERE N B
on designated hedges HES ()AL (6) = (6)
Net change in unrecognized :
postretirement benefit plans (109) (109) (109)
Total comprehensive income 2,673 2673
Purchase of common stock
for treasury (779) (779) (779)
Shares issued to benefit plans , ' o e
and for option exercises 5 176 ‘ Y] 174 174
Dividends on shares (354) (354) (354)
Other, net vt i (11) ) t)
Balance, December 31, 2011 S 818 $ 13,041 $ 9,332 $ (2,024) $ (89) $ 21,078 S 51 $. 21129
Net income : 1,728 1,728 5 1,723
Foreign currency translation
adjustment and other (179) (179) - 1 (178)
Net unrealized gain
on investments 13 13 13
Net unrealized gain
on designated hedges 47 47 47
Net change in unrecognized e ' L
postretirement benefit plans (92) (92) (92)
Total comprehensive income 1,517 (4) 1,513
Purchase of common stock (
for treasury (N9) (19) (719)
Shares issued to benefit plans
and for option exercises 7 105 M m m
Dividends on shares (472) (472) (472)
Other, net (29) (29) (29)
Balance, December 31, 2012 $ 825 $ 13,146 $ 10,588 $ (2,773) '$  (300) $ 21,486 $ 47 $ 21,533

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to Consolidated Financial Statements

Corning Incorporated and Subsidiary Companies

1. Summary of Significant Accounting Policies

Organization

Corning Incorporated is a 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 prior year 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 consalidated 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 a 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 and 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 Corning’s consolidated statements of income includes the following (in millions):

Years ended December 31,

2012 201 2010
Royalty income from Samsung Corning Precision Materials $ 83 $ 9 8T 28s
Foreign currency transaction and hedge gains (losses), net 8 (43) ‘ (22)
Loss on retirement of debt (26) o ' (30)
Net loss attributable to noncontrolling interests 5 3 2
Other, net 13 () _(31)
Total % 83 $ 18 $ 184

Royalty income from Samsung Corning Precision Materials decreased
significantly in 2012, when compared to 20m, reflecting a decrease in the
applicable royalty rate, coupled with a decline in sales volume at Samsung
Corning Precision Materials. In December 2011, the applicable royalty rate
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was reduced for a five-year period by approximately 50% tompared to
the prior five years..



Research and Development Costs

Research and development costs are charged to expense as incurred.
Research and development costs totaled $635 million in 2012, $563 miltion
in 20m, and $491 million in 2010.

Foreign Currency Translation and Transactions

The determination of the functional currency for Corning’s 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. Corning’s most significant exception is
our Taiwanese subsidiary, which uses the Japanese yen as its functional
currency. For all transactions denominated in a currency other than a
subsidiary’s functional currency, exchange rate gains and losses are
included in income for the period in which the exchange rates changed.

Foreign subsidiary functional 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 a 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 a 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 of an investmentin a

Supplemental disclosure of cash flow information follows (in millions):
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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 a gain or loss for the period in which the
sale or liquidation occurs.

Stock-Based Compensation

Corning's stock-based compensation programs include employee stock
option grants, 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 earnéd over the vesting period. Corning estimates the fair
value of stock based awards using a multiple-point Black-Scholes option
valuation model, which incorporates assumptions including expected
volatility, dividend yield, risk-free rate, 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 - . 201 - 2010
Non-cash transactions: R o
Issued credit memoranda for settlement of customer receivables® $ 28 $ 83
Accruals for capital expenditures - ‘ $ 240 $  4n T 382
Cash paid for interest and income taxes: :
" Interest® o G4 T8 % MO s 125
Income taxes, net of refunds received S 355 $ 215 $ 170

(1) Amounts represent credits applied to customer receivable balances for customers that made advance cash deposits under long-term purchase

and supply agreements.

(2) 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 Corning'’s 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 a
specific identification basis and are reported as a separate component of
accumulated other comprehensive loss in shareholders’ equity until realized.
Realized gains and losses are recorded in other income (expense), net.

Allowance for Doubtful Accounts

The Company’s allowance for doubtful accounts is determined based
on a 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 a specific customer’s inability to
meet its financial obligations, a specific allowance is established. The
majority of accounts are individually evaluated on a regular basis and
appropriate reserves are established as deemed appropriate based on the
above criteria. The remainder of the reserve is based on management’s
estimates and takes into consideration the length of time receivables
are past due, historical trends, market conditions, and the composition
of the Company’s customer base.

Environmental Liabilities

The Company accrues for its environmental investigation, remediation,
operating, and maintenance costs when it is probable that a 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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its likely proportionate share of the anticipated remediation costs and
the ability of the other parties to fulfill their obligations in establishing a
provision for those costs. Where no amount within a 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 a 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 usefutlives of properties using
the straight-line method. Except as described in Note 3 (Restructuring,
Impairment and Other Charges (Credits)) to the Consolidated Financial
Statements related to accelerated depreciation arising from restructuring
programs and Note g (Property, Net of Accumulated Depreciation) of the
Consolidated Financial Statements related to the depletion of precious
metals, the estimated useful lives range from 10 to 40 years for buildings
and 2 to 20 years for equipment.

included in the subcategory of equipment are the following types of assets
{excluding precious metals):

Asset type Range of useful life
‘Compute? Rafdware and Software 3to7years
Manufacturing equipment 2to 15 years
Furniture and fixtures 5to 10 years
Transportation equipment 3 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 lossesand are repeatedly
reclaimed and reused in our manufacturing process over a very long useful
life. We treat the physical loss of precious metals in the manufacturing
and reclamation process as depletion and account for these losses as a
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 a business
combination. Goodwill relates to and is assigned directly to a specific
reporting unit. Reporting units are either operating segments or one level
below the operating segment. Impairment testing for goodwill is done at
a reporting unit level. Goodwill is reviewed for indicators of impairment
quarterly or if an event occurs or circumstances change that indicates that
the carrying amount may be impaired. Corning also performs a detailed,
two-step process every three years if no indicators suggest a test should be
performed in the interim. We use this calculation as quantitative 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. If we are required to perform the two-step impairment analysis,
our valuation method is an “income approach” using a discounted cash
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flow model in which cash flows anticipated over several periods, plus a
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, a 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
a definite life and are amortized on a straight-line basis over estimated
useful lives ranging from 4 to so 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 iong-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, a loss is recorded to reflect
the difference between the assets’ fair value and carrying value. Refer to
Note 2 (Restructuring, Impairment and Other Charges (Credits)) to the
Consolidated Financial Statements for more detail.

Treasury Stock

Shares of common stock repurchased by us are recorded at cost as treasury
stock and result in a 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 a 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.



Discrete events such as audit settlements or changes in tax laws are
recognized in the period in which they oceur. 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 a periodic
basis or if an event occurs or circumstances change that indicate the carrying
amount may be impaired. This assessment is based on a review of the
equity investments’ performance and a review of indicators of impairment
to determine if there is evidence of a loss in value of an 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
arecurring basis. Certain assets and liabilities including long-lived assets,
goodwill, asset retirement obligations, and cost and equity investments
are measured at fair value on a nonrecurring basis.

Fair value is the price that would be received from selling an asset or paid
to transfer a liability in an orderly transaction between market participants
at the 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.

Notes to Consolidated Financial Statements

Perivative Instruments

We participate in a 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 a 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 results 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, royalties, or
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
instruments 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 a hedge of the net investment in a foreign operation. The
effective portion of the changes in fair value of the debt is reflected as a
component of other comprehensive income (loss) as part of the foreign
currency translation adjustment.

New Accounting Standards

In July 2012, the FASB issued Accounting Standards 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 for fiscal
years beginning after September 15, 2012. Corning adopted this standard
as of 2012 and determined that the amendments do not have a material
impact on its consolidated results of operations and financial condition.

in June 20m, the FASB issued a 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 a requirement to present reclassification adjustments
out of accumulated other comprehensive income by component on the
face of the financial statements. In December 201, 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 a retrospective basis at the beginning
of its 2012 fiscal year.
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2. 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 a
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 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 a 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):

Net
Reserve at Charges / Non cash Reserve at
January 1, 2012 Reversals adjustments Cash payments December 31, 2012
Restructuring: . k o
Employee related costs s 2 $ 47 $ 7 S (4) $ 38
Other charges (credits) , 5 (5) ' (4) - 4
Total restructuring activity . S 10 5 52 $ (12) S (8) $ 42

Impairment charges and disposal of long-lived assets:
Assets to be held and used
Assets to be disposed of

Total restructuring, impairment .

M

’ 37

Total asset impairment charges and disposals S 81
% 133

and other charges

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.

The year-to-date cost of these plans for each of our reportable segments was as follows (in millions):

Employee-related

Operating segment and other charges
Display Technologies R A

Telecommunications 39

Environmental Technologies 3

Specialty Materials 54

Life Sciences . . 2
Corporate and All Other 14
Total restructuring, impairment and other charges $ B3

20M Activity

During the fourth quarter of 201, 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 201
when compared to 2010, gross margins continue to be weak and sales
volumes were significantly below our expectations in 2011 and both sales
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and margins are expected to be lower than forecasted in 2012. As a 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.
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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):

Net

Reserve atJanuary 1, charges/ ‘Reserve at
201 (reversals) Cash payments  December 31, 2011

Restructuring:
Employee related costs $ 15 ' $ () s 0 (12) $ 2
Other charges (credits) o - ’ T gy e e g

Total restructuring activity $ 27 $ (1) $ (16) $ 10
Impairment of long-lived asset: v ’ e T N M A T E
Assets to be held and used ‘ 5 130

“Total impairment charges : s Bo
Total restructuring, impairment and other charges (credits) S 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 at our facility in.Taichung, Taiwan was impacted by a power disruption.
events which impacted production at several of our LCD glass manufacturing In the fourth quarter of 2010, we recorded $324 million in other credits in
facilities. In August 2009, an earthquake halted production at our LCD our Display segment as settlement of business interruption and property
glass manufacturing facilities in Japan and in October 2009, production 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):

. Net Reserve at
Reserve at Non-cash’ charges/ December 31,
- January 1, 2010 adjustments © . (reversals) .. Cash payments 2010
Eé‘structuring: e B UL . L . i e B B e RN B
Employee felated costs o A $ 80 $ (2) S .5 . s .U{(s8) $ 15
Other charges {credits) 20 o R - 12
Total restructuring activity $ 100 S (2) $ (5) $ (66) $ 27
Other charges (credits): Bl iy DAIEIT : : SARELEEE R A
Settlement of business interruption and
property damage insurance claims $ (324)
Total impairment charges s 324
Total restructuring, impairment N .
and other charges $ (329)
3. Available-for-Sale Investments
The following is a summary of the fair value of available-for-sale securities (in millions):
Amortized cost December 31, Fair value December 31,
2012 201 2012 2011
Bonds, notes and other securities: o
U.S. government and agencies $ 1153 $ 1150 $ 1156 $ 1155
Other debt securities Sk 6 ) 9
Total short-term investments $ 1,153 $ 1,156 S ,1;156 S 1,64
Asset-backed securitiés < $ 51 S 57 $ 40 8 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 a 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 i $ 821
Due in 1-5years 335
Dus ity S0 years . < sl TE tlepavy e e e R oo e v rrns i e 55 A e et Ay 4

Due after 10 years" 40
Total ¢ ¢ R M- 3
(1) Included in the maturity table is $4o mllhon 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 a specific identification basis and are reported as a separate component of accumulated other
comprehensive loss in shareholders’ equity unti! realized.

The following table provides the fair value and gross unrealized losses of the Company'’s investments and unrealized losses that are not deemed to be other-
than-temporarily impaired, aggregated by investment category and length of time that |nd|V|duaI securmes have been in a continuous unrealized loss position
at December 31,2012 and 201 {in millions): : . .

December 31,2012

Number of 12 months or greater Total
securities in Unrealized Unrealized
a loss position Fair value losses!" Fair value : losses
Asgt.backeg secur !&;\j g g e mry $ . 40 N ) N ;

Total long-term investments 22 $ 40 $ {11) $
(1) Unrealized losses in securities less than 12 months were not significant.

December 31, 20m

Number of 12 months or greater Total
securities in ; ~Unrealized Unrealized
aloss posltlon _Fair value losses!! Fair value losses
RN SR PR — i S R S R MBSM. e

Total long-term investments 22 $ 35 $ (23) $ 35 $ . (23)
(1) Unrealized losses in securities less than 12 months were not significant.

As of December 31, 2012 and 20m, 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.

Proceeds from sales and maturities of short-term investments totaled $2.3 billion, $3.2 billion, and $2.1 billion in 2012, 201, and 2010, respectively. -

4. Significant Customers

For 2012, no customers met or exceeded 10% of Corning’s consolidated net sales. For 20m, Corning's sales to Sharp Electronics Corporation, a customer
of our Display Technologies segment, represented 10% of the Company’s consolidated net sales. For 2010, Corning’s sales to AU Optromcs Corporation,
a customer of our Display Technologies segment, represented 11% of the Company’s consolidated net sales. i

5. Inventories

Inventories comprise the following (in millions):

December 31,

2012 2011
Finishedgoods =~ 2 ' % 3920 wiang 3N
Work in process ) 368 199
Raw materials andatcessorles i : A L Lned gmabangt oo 268
Supplies and packing materials — ’ 220 196
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6. Income Taxes

Income before income taxes fallows (in millions):

- Years ended December 31,

2012 ~__2em . 2010
5. companies LR e g gg AR g i g i tRi e gy
Non-U.S. companies B " oqe19 o241 2,870

wriid

Income before income taxes sl

0 FnpEOs g g;zﬁ £ orgi i giged

The current and deferred amounts of the provision {benefit) for income taxes follow (in millions):

L

Years ended December 3,

2012 ~0m 2010
Current: e OO RS 28 B R G IR R R LR
‘Federal
"State and municipal.- SRR R DUTIT: - & v afsaaggatam ol
Foreign et 218
Deferred: !

Federal 185 167 (7
.:State and municipal . ...~ ST S TS SRR /-3 NESTEUS PP SR )
Foreign o ) (109) - (66) 53
Provision (benefit) for income taxes $ 389 U NGe iyt o vite . oagy

Amounts are reflected in the preceding tables based on the location of the taxing authorities. A

Reconciliation of the U.S. statutory income tax rate to our effective tax rate for continuing operations follows:

Years ended December 31,
2012 0m 12010

Statutory U.S. income'tax rate - , ARG LA ST e e 350% T ““”?35@%;: - *”3§6%
State income tax (benefit), net of federal effect 0.2 AT ' i O.]
Téiholidays“’ A ) ' . o ey e "(26’;‘“ T‘W',j::: (3;1)”
Investment and other tax credits® ) R { X¢) (O 7) L } (0.9)
Rate difference on foreigh earnings R 23 T q@:ﬁ Y
Equity earnings |mpact 4 B (73 ) (14.9) (16.6).
Dividend repatnatlon - I o ' : 'f"614 ) T o) T (5.7)‘45’f
Deferred tax adjustment® ' e 15
Valuation allowanges (0.1) 0.5 0.1
Other items, net ' 05 (0.3) 0.2
AEffective income tax @enefit) rate . REC 18.4% o BI% i 7'_5_&__

(1) Primarily related to a subsidiary in Taiwan operating under tax hollday arrangements. The nature and extent of such arrangements vary, and
the benefits of existing arrangements phase out in future years (through 201 ? The impact of tax holidays on net income per share on a diluted
basis was $0.02 in 2012, $0.04 in 201, and $0.08 in 2010.

) Primarily related to investment tax credits in Taiwan, employment credits in Mexico and prior year research and'development credits in U.S.
) Equity in earnings of nonconsolidated affiliates reported in the financials netoftax. = . . . ?
4) In 2010, we recorded a $56 million charge to write-off deferred tax associated with OPEB sub5|dy due toa Iaw change.

5) In 2010, we recorded a $265 million tax benefit for excess foreign tax credits that resulted from the repatriation of current year earnings of
certain foreign subsidiaries.

(6) $37 million tax expense recorded in 2012 will be reversed in the first quarter of 2013 as a result of the retroactive application of the American
Taxpayer Relief Act enacted on January 3,2013.

(7) 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 201 2010
Net unrealized gaips (osses)on.investments:
Unrealized holding gain (loss) arising during the period $ )
“Tless: reclassification adjustment for amounts included in netincome 3 B
Equity investee’s unrealized gain on investments ’ 1
namortized losses and prior service costs far postretirement benefit plans: D SRR Nt
Adjustments arising during the period ; (100) $ (30) (58)
Less: amortization of losses and prior service costs included in net income | 33 0 g T2
Equity investee’s defined benefit plan adjustments 2 (9) (1)
‘Net Uinrealized gains (losses}on designated hedges:
Unrealized holding gain (loss) arising during the period 20 18 ~(e)
Less: reclassification adjustment for ampunts included in net income 7 (21 LodB)
Income tax benefit related to items of other comprehensive income $ (35) $ (7) $ (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 31,

2012 201
Loss and tax credit capryforwards $ 1923 $ 2039
Capitalized research and development 33 .. 47
Asset impairments and restructuring reserves ’ 68 T Ther
Postretirement medical and life benefits 357 347
inventory 23 g e 44
Fixed assets ) ) 89
Other accrued fiabilities - 268
Other employee benefits . 486
Gross deferred tax assets T 3347
lg!ﬁ:_]{g'}cion allowance — _ (210)
Total deferred tax assets 3,137
Intangible and other assets _ (230)
Total deferred tax liabilities il @0~ e
Net deferred tax assets $ 2,907 $ 3,040
The net deferred tax assets are classified in our consolidated balance sheets, as follows (in millions):
December 31,
_ - 2012 201
Curréntdeferred taxasSels. . . ¥ § 579 ioteg ads
Non-current deferred tax assets 2,343 2,652
Current deferred tax liabilities @) o
Non-current deferred tax liabilities (1) (60)
Net deferred tax assets e et $_ 2907 ... $ 3,040
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 losses S 825 $ .97 % %3 .. .5 360 _ .$, 205
Capital losses 10 10
Tax credits 1,088 150 78 n4 46
Totals as of December 31, 2012 $ 1,923 $ 257 $ 941 $ 474 $ 251

The recognition of windfall tax benefits from stock-based compensation
deducted on the tax return is prohibited until realized through a 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.
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Deferred tax assets are to be reduced by a valuation allowance if, based on
the weight of available positive and negative evidence, it is more likely than
not (a likelihood of greater than 5o 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



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

Notes to Consolidated Financial Statements

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 201 was
$210 million and $219 million, respectively.

The following is a tabular reconciliation of the total amount of unrecognized tax benefits (in millions):

2012 201
Balance at January 1 $ 21 $ 23
Additions based on tax positions related to the current year 1 2
Additions for tax positions of prior years 2 1

Reductions for tax positions. of prior years
settlements and lapse of statute of limitations

®)

Balance at December 31

$ 16 ‘s 21

Included in the balance at December 31, 2012 and 201 are $11 million and
$15 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, 201, 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 a significant
impact on the results of operations or our financial position.

Corning Incorporated, as the common parent company, and all 80%-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 2006, 2007, and
2008 U.S. federal income tax expired in 2010, 20m, 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 a combined, unitary or stand-alone basis in multiple state and local
jurisdictions, which generally have statutes of limitations ranging from
3to 5 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 3 to 7 years. Years still open to examination by
foreign tax authorities in major jurisdictions include Japan (2008 onward)
and Taiwan (2011 onward).

Under U.S. GAAP, a deferred tax liability should be recorded for any
book basis greater than tax basis in a 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 I|m|tat|0ns on distributions; and

« The current and/or future tax costs assocnated with repatriation, mcludmg
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 a tax benefit of $265 million
related to an expected fourth quarter repatriation of $1.1 billion of 2010
foreign earnings. The repatriated earnings represented a 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 Corning’s decision to consider
repatriating these 2010 earnings. One was Corning’s decision, as announced
early in 2010, to pursue acquisitions that 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
the year ended December 31,2009 was not changed by these factors.

As of the year ended December 31, 2010, Corning had $8.9 billion of foreign
unremitted earnings that it intended to keep indefinitely reinvested.

Of this amount, nearly 70% 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 a joint determination with our partners to remove
any indefinitely reinvested representation.

Additionally, in the third quarter of 2010, Corning announced a 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 a
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, 201
and 2012, respectively. it is not practical to calculate the unrecognized
deferred tax liability on these earnings with reasonable accuracy.
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7. Investments

Investments comprise the following (in millions):

Ownership i December 31,

interest! 2012 20M

Affiliated companies accounted for under the equity method: Bl e 30 Praneng e - o Hhts
Samsung Corning Precision Materials Co., Ltd. 50% $ 3346 S 3,315
‘Dow-Corning Corporation e R - “50% - - 1391 - 1,160
All other . 20%-50% 375 248
S e 4723
Other investments Ty "3
Tota % a9 ¢ "ame

(1) Amounts reflect Corning’s direct ownership interests in the respective affiliated companies. Corning does not controf any of such entities.

Affiliated Companies at Equity

The results of operations and financial position ef the investments accounted for under the equity method follow (in millions):

Years ended December 31,

2012 201 2010
Statement of operations: : e A e
Net sales $ 10131 s M613 s nn7
Gross profit $ 3768 - -% 526 § 8107
Net income , $ . 1541 $ 2,925 $ 3,901
Corning’s equity in earnings of affiliated companies $ 810 $ 147N ' $ 1,958
Related party transactions: ) '
Corning sales to affiliated companies L $ b S 30 BRI
Corning purchases from affiliated companies $ - 167 $ 138 S 59
Corning transfers of assets;at cost, to affiliated companies®. -« e 5 77 B 113 CERE. Vi
Dividends received from affiliated companies $ 1,089 o S 820 $ 1,712
"Royalty income from affiliated compariies $ 84 $ 21 S, 268
Corning services to affiliates S 24 $ 50 $ 37
December 31,
2012 201
Balance sheet: ' -
Current assets $ 8,249 ‘ $ 9,088
Noncurrent assets $ 13418 $ 13,298%
Short-term borrowings, including current portion of long-term debt $ 209 $ 33
Other current fiabilities . . B ; © ¢ 1986 $ 2489
Long-term debt S 847 $ 1445
Other long-term liabilities ( , ‘ $ 7445 s 71610
Non-controlfing interest ) $ 708 $ 848
,Refé,tjéd party fransactions: , L o
* Balances due from affiliated companies $ 61 $ 77
- -Balances due toaffiliated companies : A, $ 37. - § 14

(1 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. :

(2) 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 a net basis. Those revisions had no impact on Corning’s investment in or equity in earnings of Dow
Corning for any of the periods presented.

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.
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A discussion and summarized results of Corning’s significant affiliates at December 31, 2012 follows:

Samsung Corning Precision Materials Co., Ltd. (Samsimg Corning Precision Materials)

Samsung Corning Precision Materials is a 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 foltow (in millions):

Years ended December 31,

2012 2011 2010
Statement of operations: o et adanln ek G it
Net sales $-,3139 S 41N ~$ 4856
" Gross profit $ 2,080 $ 2,942 s 373
Net income attributable to Samsung Corning Precision Materiats $' 1390 $ 20861 $ 2946
Corning’s equity.in earnings.of Samsung Corning Precision Materials $ 699 $ 1031 $ 1473
Related party transactions:
T*Corning purchases from Samsung Corning Precision Materials $ 126 BE-S Ts 7 ST O )

Cornin%transfer of machinery and equipment to Samsung Corning Precision Materials

_atcost” ‘ $ 77 $ 13 $ ) 121
_Dividends received from Samsung Corning Precision Materials S 919 $ 492 $ 1474
Royalty income from Samsung Corning Precision Materials $ 83 S 219 $ 265

December 31,

2012 . 20M
Béla“hce chget: i v g e s i L
Current assets $ 3282 $ 3,560
Noncurrentassets .. = .. oo e e % 3,856 . b 3,890
Other current liabilities $ 406 s 498
Other long-term liabilities $ 17 $ 24
Non-controlling interest S 12 $ 11

(1) 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.

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 $16 million at December 31, 2011.
Balances due to Samsung Corning Precision Materials were $11 million
at December 31,2011,

In 2010, Samsung Corning Precision Materials’ earnings were positively
impacted from a revised tax holiday calculation agreed to by the Korean
National Tax service. Corning’s share of this adjustment was $61 million.

Corning owns 50% of Samsung Corning Precision Materials. Samsung
Electronics Co., Ltd. owns 43% and other shareholders own the remaining 7%.

In April 201, Korean tax authorities completed a tax audit of Samsung
Corning Precision Materials. As a result, the tax authorities issued a pre-
assessment of approximately $46 million for an asserted underpayment
of withholding tax on dividends paid from Septembér 2006 through
March 2009. Our first level of appeal was denied on October 5, 2011 and
a formal assessment was issued: The assessment was paid in full in the
fourth quarter of 201, which will allow us to 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 Inspection’s {the BoAl)
review of tax exemptions previously granted to Samsung Corning Precision
Materials by the National Tax Service (NTS) was.closed 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 a 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 tnsurance Co,, Ltd. (SLt), which had
been transferred to SGI and Creditors in connection with the petition
for court receivership of Samsung Motors Inc. In the lawsuit, SGl and
Creditors allege a 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 a 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
2,334,045 shares of St less 1,165,955 shares of Stl 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 by them; and pay default interest of 6% per annum.
The ruling was appeaied. On November 10, 2009, the Appellate Court
directed the parties to attempt to resolve this matter through mediation.
On January 11, 201, the Appellate Court ordered the Samsung Affiliates
to pay 600 billion won in principal and 20 billion won in delayed interest
to SGI and Creditors. Samsung promptly paid those amounts, which
approximated $550 million when translated to United States Dollars,
from a portion of an escrow account established upon completion of
SUI's initial public offering (IPO) on May 7, 2010. On February 7, 2011, the
Samsung Affiliates appealed the Appellate Court’s ruling to the Supreme
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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 a corresponding value.
Corning and Samsung Corning Precision Materials each own 50% of the
common stock of Corsam, and Corning has agreed to provide research and
development services at arm’s 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 Corsam’s
research are shared only by those investors noted. As a result, Corsam is
accounted for under the equity method of accounting for investments.

Dow Corning is a U.S.-based manufacturer of silicone products. Corning and The Dow Chemical Company (Dow Chemical) each own half of Dow Corning.

Dow Corning’s financial position and results of operations follow (in millions):

Years ended December 31,

02 20m 2010

~ Net sales $ 619 $ 6,427
. Gross profit $ 1413 ©$ 1989
Net income attributable to Dow Corning $ 181 $ 806
* Coming's equity in earnings of Dow Corning # § 90T g a0e e

Related party transactions:

~Corning pirehases from Dow Corning $ 23 $ 2 $ 19
Dividends received from Dow Corning S 100 S 310 S . 222

December 31,

2012 20“—‘
Balance sheet: i e
Current assets S a7 $ 4873
¢Noncutrent assets S 9084 Lo, 92210
Short-term borrowings, including current portion of long-term debt $ 209 331
“Other current liabilities : ‘ $ 1304 g igeR
Long-term debt $ 844 $ 1440
i 'Othiet long-term liabilities § 737 g i osa
Non-controlling interest $ 687 $ 767

(1) 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 a net basis. Those revisions had no impact on Corning’s investment in or equity in earnings of Dow

Corning for any of the periods presented.

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), a producer of high
purity polycrystalline silicon for the semiconductor and solar industries,
driven by over-capacity at all tevels of the solar industry supply chain. This
over-capacity led to significant declines in polycrystalline spot prices in
the fourth quarter of 201, and prices remained depressed throughout
2012. Also potentially impacting this business is a 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 a result, Dow Corning determined that a 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 $57 million, before tax, for Corning’s share
of the write down in the value of these construction-in-progress assets.
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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 Corning'’s
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, 2012.
However, it is reasonably possible that the estimate of undiscounted cash
flows could change in the near term, resulting in the need to write down those
assets to fair value. If a 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 iong-term contracts,
Dow Corning’s 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 a provision that the customers “take or pay” the contracted volume of
the polycrystalline silicon over the life of the contract. Corning’s share of the
carrying value of this asset group is approximately $700 million, after tax.



At December 31,2012, Dow Corning’s marketable securities included
approximately $76 million of auction rate securities. Unrealized losses
related to temporary impairments wére not material.

in February 2011, Dow Corning amended and restated its revolving credit
agreement to provide $1 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.

InJanuary 2010, Dow Corning received approval for U.S. Federat 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 Corning’s 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 Corning’s
equity to be permanent.

Corning and 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 arising from many thousands of
breast implant product lawsuits. On June 1, 2004, Dow Corning emerged
from Chapter 11 with a 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
a Settlement Trust and a Litigation Facility to provide a 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 a reserve for breast implant
litigation of $1.6 billion. As a separate matter arising from the bankruptcy
proceedings, Dow Corning is defending claims asserted by a 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 33,2012, Dow Corning has estimated the liability to commercial
creditors to be within the range of $9o million to $294 million. As Dow
Corning management believes no single amount within the range appears to
be a 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, Corning’s equity earnings would be reduced by
its 50% share of the amount in excess of $9o million, net of applicable tax
benefits. There are a number of other claims in the bankruptcy proceedings
against Dow Corning awaiting resolution by the 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 20, 2012, 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 a petition filed by Chinese solar-grade polycrystalline silicon
producers. The petition alleges that producers within these countries,
including a 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 MOFCOM
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.
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Pittsburgh Corning Corporation (PCC)

Corning and PPG Industries, Inc. (PPG) each own 50% of the capital stock
of Pittsburgh Corning Corporation (PCC). Over a 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 Aprit 16, 2000, PCC filed for Chapter 11 reorganization in
the U.S. Bankruptcy Court for the Western District of Pennsylvania. At the
time PCC filed for bankruptcy protection, there were approximately 11,800
claims pending against Corning in state court lawsuits alleging various
theories of liability based on exposure to PCC’s 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 PCC’s asbestos products. Corning is also
currently involved in approximately 9,800 other cases (approximately 37,500
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 $18.6 million in insurance
payments related to those claims. As described below, several of Corning’s
insurance carriers have filed a 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 of future outcomes.

Corning, with other relevant parties, has been involved in ongoing efforts
to develop a Plan of Reorganization that would resolve the concerns
and objections of the relevant courts and parties. In 2003, a 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 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 N.V. (PCE), a Belgian corporation, and to
contribute a 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 by dollar value
and not the number of shares. The Amended PCC Plan would, originally,
have required Corning to make (1) one payment of $100 million one
year from the date the Amended PCC Plan becomes effective and certain
conditions are met and (2) 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
Corning’s 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 under the
Amended PCC Plan from the insurance carriers involved in the bankruptcy
proceeding with certain exceptions. '

On June 16, 2011, the Court entered an Order denying confirmation of the
Amended PCC Plan. The Court’s 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 a
motion for reconsideration, objecting to certain points of this Order. Certain
parties to the proceeding filed specific Plan modifications in response to
the Court’s 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. A
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 9,800 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 liability for the Amended PCC Plan and the non-PCC asbestos claims
was estimated to be $671 million at December 31, 2012, compared with
an estimate of liability of $657 miilion at December 31, 2011. For the years
ended December 31,2012 and 20m, Corning recorded asbestos litigation
expense of $14 million and $24 million, respectively. in the first quarter
of 2010, Corning recorded a credit of $54 million to reflect the change in
terms of Corning’s proposed payments under the Amended Plan. The entire
obligation is classified as a 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 Corning’s investment in PCE (currently recorded as a
non-current other equity method investment).

8. Acquisition

The Amended PCC Plan with the modifications addressing issues raised
by the Court’s June 16, 201 opinion remains subject to a number of
contingencies. Payment of the amounts required to fund the Amended
PCC Plan from insurance and other sources are subject to a number
of conditions that may not be achiéved. 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’é 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 develppments occur. Management continues to believe that
the likelihood of the uncertainties surrounding these proceedings causing
a material adverse impact to Corning’s financial statements is remote.

Several of Corning’s insurers have commenced litigation in state courts for
a declaration of the 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. '

At December 31,2012 and 201, 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 11
reorganization in the U.S. Bankruptcy Court on April 16, 2000. At that time,
Corning determined it lacked the ability to recover the carrying amount
of its investment in PCC and its investment was other than temporarily
impaired. As a 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 a business, therefore the acquisition

was accounted for as a 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 researchers,.and
laboratory professionals globally.

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):

e 00 AR et W

Inventory and other.current assets ERERSIL T

Fixed Assets vo8r
Other intangible assets 219
Current and non-current liabilities (21)
Net tangible and intangible assets Bl ) : e BRI - TN & T
Purchase price R ’ 7’2‘3
Goodwilll)__ . o _$ 30

(1) The goodwill recognized is deductible for U.S. income tax purposes. The goodwill was allocated to the Life Sciences segment.

Goodwill is primarily related to the value of the Discovery Labware product
portfolio and distribution network and its combination with Carning’s
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 a useful life of 20 years. Acquisition-related costs
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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
Corning’s consolidated financial statements.



9. Property, Net of Accumulated Depreciation

Notes to Consolidated Financial Statements

Property, net follows (in millions):

December 31,

2012 2011
Land ‘o) SAbRamE, el - TIN5 SRR S | P $ BE
Buildings 4,324 3,957
Equipment N 3 1257 111,886
Construchon in progress 1,270 1,919
”;k .- S 5 ;‘y ‘ o . &y B i ~ 7 ) 18,277/ » 17,8‘75"1
Accumulated deprecuatlon {7,652) (7,204)
Total e Lo EE it : $ 10,625 : " '10,6n

Approximately $74 million, $46 hillion, and $20 million of interest costs
were capitalized as part of property, net in 2012, 201, and 2010, respectively.

Manufacturing equipment includes certain components of production
equipment that are constructed of precious metals. At December 31,2012
and 20m, the recorded value of precious metals totaled $2.4 billion and
$2.5 billion, respectively. Depletion expense related to the years ended
December 31,2012, 20M, and 2010 totaled $20 million, $21 million, and
$22 million, respectively.

10. Goodwill and Other Intangible Assets

During the fourth quarters of 2012 and 201, the Specialty Materials
segment recorded impairment charges of $44 miltion and $130 million,
respectively, related to certain assets located in Japan used in the ion
exchange process for the production of large cover glass. The large cover
glass impairment charge represents a 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. As a result of the impairment,

--assets included in the category of equipment decreased by approximately

$44 million in 2012, and in the categories of equipment and buildings by
$55 million and $75 million in 2011, respectively.

Goodwill

Changes in the carrying amount of goodwill for the twelve months ended December 31, 2012 and 2011 are as follows (in millioné):

Display Specialty
Telecommunications Technologies Materials Life Sciences Total
‘Balance at December:31, 2010 - - $ ns $ 9 $- 150 - $ 260" 40837
Acquired goodwill® ) 91 36 127
Balance at December 31, 2011 $ 209 $ 9 $ 150 $ 296 $ 664
Acquired goodwill@ 310 - ..310
Balance at December 31, 2012 $ 209 _.§ 9 _$ 150 $. . 606 S . 974

(1) The Company recorded goodwill associated with two small acquisitions completed in 20m.

(2) The Company recorded the acquisition of the Discovery Labware business of Becton Dickinson and Company in the fourth quarter of 2012: Refer
to Note 8 (Acquisition) to the Consolidated Financial Statements for additional mformatlon

Corning's gross goodwill balance for the fiscal years ended December 31, 2012 and 2011 were $7.4 billion'and $7.1 billion, respectively. Accumulated
impairment losses were $6.5 billion for the fiscal years ended December 31,2012 and 201, 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 31,

2012 20M
Accumulated Accumulated
Gross amortization Net Gross amortization Net
Amortized intangible assets: Tl
Patents, trademarks & trade names $ 282 $ 128 $ 154 $ 228 $ 19 $ 109
Customer list and other® 394 26 368 169 AR
Jotal % 6% § 14 $ $ 397 8 w5 ¢ e

(1) The Company recorded the acquisition of the Discovery Labware business of Becton Dickinson and Company in the fourth quarter of 2012,
and two small acquisitions completed in 2010 and 20m. Refer to Note 8 (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, $15 million. and $8 million for the years ended December 31,2012, 20m. and 2010, respectively. Amortization expense
is estimated to be approximately $30 million for 2013 through 2015, and $2g9 million thereafter. ’

11. Other Liabilities

Other accrued liabilities follow (in millions):

December 31,

2012 201

Current liabilities: ' o o e

Wages and employee benefits $ 460 $ 373

Income taxes 282 ! 288

Other current liabilities 359 432
Other accrued liabilities $ o 08 03083
Non-current liabilities:

Asbestos litigation * 5 $ 67 $ 657

Other non-current liabilities .. 903 ) 704
Other iabilities $ 1574 $ 1361

Asbestos Litigation

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.V. {PCE), a Belgian corporation, and to
contribute a 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 by dollar value
and not the number of shares. The Amended PCC Plan would, originally,
have required Corning to make (1) one payment of $100 million one
year from the date the Amended PCC Plan becomes effective and certain
conditions are met and (2) 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
Corning’s initial payment by $30 million and reducing its second and
fourth payments by $15 million each. In return, Corning would relinquish
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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 $150 million
for the approximately 9,800 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 7 (Investments) to the Consolidated
Financial Statements for additional information on the asbestos litigation.
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12. Debt

December 31,

_Qr_r___ilhons) _ _ ‘ 2012 2011
: 5 Vi x : S 76 ; :
Long term debt :
“ Debentures, 675%, due2013 © s v s PREL = $ 4977 % a6
Debentures, 5.90%, due 2014
Debentures, 6.20%, due 2016
Debentures, 8.875%, due 2016 68
Debentures, 145%, due 2017 = , ' ‘ srmltc e 2490
Debentures, 6.625%, due 2019 ’ 7250 250
Debentures, 4.25%, due 2020 o297 298
Debentures, 8.875%, due 2021 n
Medium-term notes, average rate 7.66%, due through 2023 ‘ 45
Debentures, 7.00%, due 2024 ' - - " 99 9
' Debentures, 6.85%,due 2029 . . ..o L e 350k oS
Debentures, callable, 7.25%, due 2036 Foe 249 249
W}ﬁbému‘reswo% due 1037 AL e G i "'"‘7.\ v i A ok 95 i
_ Debentures, 5.75%, due 2040 - ‘ - ‘ 398
Debentures, 475%,due 2042 . - . ' R 500
Other, average rate 6.00%, due through 2037 : ’ ] 760 _
Totallongtermdebt =~ - - NGl aas T e e el Al 3458 . -
Less current portion oflong term debt ; ‘ : 76 S
!g&tﬁgﬂdﬁb& Al s e e SRR FELED $ 3382° 0 i

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 $3.7 billion at
December 31,2012 and $2.6 billion at December 31, 20m1.

The following table shows debt maturities by year at December 31, 2012 (in millions):

2013 2014 2015 2016 2017 _Thereafter
$ 76 $ 297 $ 138 $ 156 $ 252 $ . asu

In the fourth quarter of 2010, we amended and restated our existing revolving credit facility. The amended facility provides a $1.0 billion unsecured
multi-currency line of credit and expires in December 2015. The facility includes two financial covenants, including a 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 2012, we borrowed the equivalent of approximately $377 million
from a credit facility that a wholly-owned subsidiary entered into in
s In the first quarter of 2012, we issued $500 million of 4.75% senior the second quarter of 2011, )

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. 201
+ In the fourth quarter of 2012, we completed the following debt-related * In the second quarter of 2011, a wholly-owned subsidiary entered into
transactions: a 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

— Weissued $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 expired at the end of 2012. Our financing agreement requires us to repay
due 2021, $11 million of our 8.875% senior unsecured notes due the aggregate principal amount and accrued interest outstanding at the
2016, and $51 million of our 6.75% senior unsecured notes due 2013. end of the Availability Period in six installments, with the final payment
Additionally, we redeemed $100 million of our 5.90% senior unsecured due in August, 2016, five years from the date of the first advance. Corning
notes due 2014 and $74 million of our 6.20% senior unsecured notes also has the right to repay this loan in full at pre-determined dates with
due 2016. We recognized a pre-tax loss of $26 million upon the early no pre-payment penalty. In 2011, Corning borrowed approximately
redemption of these notes. $120 mitlion 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 15, 2015 at par.
The net carrying amount of the debt repurchased was $100 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 $2g95 million,
respectively. The 5.75% notes mature on August 15, 2040 and the 4.25%
notes mature on August 15, 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 $100 million of 5.9% senior
unsecured notes due March 15, 2014. The net carrying amount of the
debt repurchased was $234 million. We recognized a pre-tax loss of
$30 million upon early redemption of these notes.

* Corning redeemed $48 million principal amount of our 625% notes
due February 18, 2010. There were no other significant debt reductions
during 2010.

D_efined 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 Company’s long-term funding targets. In 2012, we made
voluntary contributions of $105 million to our domestic and international
pension plans. In 201, we made no voluntary cash contributions to our
domestic defined benefit pension plan and $5 million to our international
pension plans.

Corning offers postretirement plans that provide health care and fife
insurance benefits for retirees and eligible dependents. Certain employees
may become eligible for such postretirement benefits upon reaching
retirement age. Prior to January 1, 2003, our principal retiree medical
plans required retiree contributions each year equal to the excess of
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medical cost increases over general inflation rates. For current retirees
(including surviving spouses) and active employees eligible for the salaried
retiree medical program, we have placed a “cap” on the amount we will
contribute toward retiree medical coverage in the future. The cap is equal
10 120% 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 2010, which
impacted their contribution rate in 2011 and going forward. Furthermore,
employees hired or rehired on or after January 1, 2007 will be eligible
for Corning retiree medical benefits upon retirement; however, these
employees will pay 100% 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 i Pl i
Benefit obligation at beginning of year $ 3,224 $ 3,008 $ 1957 $ 976
Service cost : 62 ' 53 13 R
Interest cost 154 153 , L AR : 49
Plan participants’ contributions 1 B . . S VI I B2
Amendments - : 3 3. .
Attuarial loss (gain) C , S 409 CATS e 'f’ '(§:!)'3
Other 5 3 ) -
Benefits paid (239) an) PN LS “tsj‘
Medicare subsidy received ’ -
Foreign currency translatipn . N 11 . {1) YR ‘
Benefit obligation at end of year $ 3,630 $ 3,224 $ 981 $ 957
Change in plan assets ) - L h !
Fair value of plan assets at beginning ofyear $ 2,770 S 2,690 '
Actual gain on plan assets ’ - 3090 o3 " e
Employer contributions . . 122 18 ' )
Planbar‘cicipants' contributions - ' T 1 e aE , *
Benefits paid o (239) (an) o hit
Foreign currency translation L 12 - L
Fair value of plan assets at end of year $ 2,975 $ 2,770
Funded status at end of year I ‘ o P i : A
Fair value of plan assets . Lo S ' 2,975 $ 2,770 o
Benefit obligations s ‘ : (3,630) 5 L A(3,224) : $ - (987): ! Logom (gsT)
Funded status of plans s {655) $ (454) C§ Yosn) $ (957)
Amounts recognized in the consolidated ° R : : Lo e T :
balance sheets consist of: o P dpmn o e ST

Noncurrent asset | '$ 14 - R

Current liability ‘ : N € 1) R a s BT 7/ R S ()|

Noncurrent liability (638) (443) . '(930) (897) .
Recognized liability $ (655) $ (454) $ (987) $. . (957),
Amounts recognized in accumulated other ) S
comprehensive income consist of
* Netactuarial logs™ R SR [+ S 100977 T8 T 24 $ 269

Prior service cost (credit) © 25 29 ) Lo (29) (35)
Amoltint recognized at end of year . ' 31,230 s 1088 L $. T 248 TS a4

The accumulated benefit obligation for defined benefit pension plans was $3.5 billion and $3.1 billion at December 31, 2012 and 201, respectively

The following information is presented for pension plans where the projected benefit obligation and the accumulated benefit obllgahon as of Uecemb“er 31,
2012 and 201 exceeded the fair value of plan assets {in millions):

December 31,

2012 2011
Projected benefit obligation . : £ T ; e $- 0 337 $ . 388
Accumulated benefit obligation $ ' 3,196 $ - 360
Fair value of plan assets S 2,702 oo b o M

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):

Pension benefits Postretirement benefits
_ 2012 0 2010 2012 20m 2010
Service cost $ 62 8 53 L& 46 $ 13 $ 13 S 12
Interest cost 154 153 157 ‘ 45 49 50
Expected return on plan assets (157) (161} (168) . - TR S
Amortization of net loss 72 79 50 15 18 15
Amportization of prior service cost (credit) 8 49 9 (6) (6) _(6)
Total periodic benefit expense S 139 $ 133 $ 94 $ 67 $ 74 $ 7
Curtailment charge {0 o
Total expense $ 139 $ 133 $ 93 $ 67 $ 74 $ n
Other changes in plan assets and benefit
ligations recognized in other comprehensive
Curtailment effects $ 1
Current year actuarial loss (gain) $ 257 $ 167 e 106 $ 20 - $oUEn s
Amortization of actuarial loss (72) (79) (50) (16) (18) (15)
Current year prior service (credit)/loss . 3 3 23 R AR
Amortization of prior service (cost) credit (8) (9) (9) 6 6 6
Total recognized in other comprehensive B . Ea i s
_income (loss) $ 180 S 22 5 7 $ 10 5 < {43): G 3
Total recognized in net periodic benefit cost
and other comprehensive income $ 319 S 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
of net prior service cost as components of net periodic pension cost
in 2013 for its defined benefit pension plans. The Company expects to
recognize $16 million of net loss and $6 million of net prior service credit
as components of net periodic postretirement benefit cost in 2013.

Corning uses a hypothetical yield curve and associated spot rate curve to
discount the plan’s projected benefit payments. Once the present value
of projected benefit payments is calculated, the suggested discount rate
is equal to the level rate that results in the same present value. The yield
curve is based on actual high-quality corporate bonds across the full

Eurobonds that are denominated in U.S. currency. The curve is developed
from yields on approximately 350-375 bonds from four grading sources,
Moody'’s, S&P, Fitch and the Dominion Bond Rating Service. A bond will
be included if at least half of the grades from these sources are Aa, non-
callable bonds. The very highest 10t percentile yields and the lowest 40™"
percentile yields are excluded from the curve to eliminate outliers in the
bond population.

Measurement of postretirement benefit expense is based on assumptions
used to value the postretirement benefit obligation at the beginning of
the year.

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 2910 2012 VZO;I‘ 2010 2012 - 2011 2010 i
Discount rate- - - 3.75% AT5% o 525% 448% i 4AO%- i 4T5% 400% " UATR% U US8%
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 201 2010 2012 201 2010 2012 201 2010
Discount rate 4.75% 5.25% 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 o B R
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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Assumed health care trend rates at December 31 - 2012 - 20M

Health care cost trend rate assumed for next year 75% 8.0%
Rate that the cost trend rate gradually declinesto 5% 5%
Year that the rate reaches the ultimate trend rate = 2018 2018

Assumed health care cost trend rates have a 5|gn|f|cant effect on the amounts reported for the health care plans. A one-percentage-point change in assumed

health care cost trend rates would have the following effects (m millions):

One-percentage- One-percentage-

point inqease point decrease
Effect on annual total of service and interest cost $ 5 S A8y
Effect on postretirement benefit obligation $ 57 S (46)

Plan Assets

The'Company’s 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 10.0%-12.5% which includes large, mid and small cap companies. The
target allocation range of international equities is 10.0%-12.5%, 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 0%-5%, which provides some inflation
protection to the portfolio.
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The following tables provide fair value measurement information for the Company’s major categories of defined benefit plan assets (in millions):

Fair value measurements at reporting date using

Quoted prices in

. active markets  Significant other Significant
for identical observable unobservable
December 3,202 as;et; (Level ‘1) ir}putsw(lieve] 2) _ input; (Lgvgl 4)__

Equity securities:

U.S. companies - . $ 313 $ 185 $ 128

Intefratignaléompantes 0w e BM 96 D8
Fixed income: )

US. corporate bonds . e 102 ASKE S 4T

International fixed income 245 182 63

Other fixed income B TN L
Private equity” . 221 4 5
Realestate®:. .- .. . on S [s; EENE rotis A i 0
Insurance contracts 6 6
Cashequivalents iy T ( v
Commodities® , 92 92
Tobml' <5 ¢ esbivang o i Wl B Bt s s BTl 2078 e $‘ DALY L i $>* B 1L Rt 1 w:sm

(1) This category includes venture capital, leverage buyouts and distressed debt limited partnersh|ps invested pnmanly in U.S. companies. The
inputs are valued by internally generated Discounted Cash Flow Analysis and comparable sale analysis.

(2) This category includes industrial, office, apartments, hotels, infrastructure, and retail investments which are limited partnerships predominately
inthe U.S. The inputs are valued by internally generated Discounted Cash Flow Analysis; compare sale analysis and periodic external appraisals.

(3) This category includes investments in energy, industrial metals, precious metals, agricultural and tivestock primarily through futures, options,

swaps, and exchange traded funds.

December 31, 20m

Fair value measurements at reporting date using

Quoted prices in
active markets
for identical
assets (Level 1)

Significant other
observable
inputs (Level 2)

Significant
unobservable

input; (Level 3)

Equity securities:

U.S. companies S 315 S 215 $ 100

International companies 312 80 232
Fixed income:

U.S. corporate bonds 1,446 1,446

International fixed income 173 173

Other fixed income
Private equity!” 241 $ 241
Real estate® 91 91
Insurance contracts 5 5
Cash equivatents 97 97
Commaodities® 90 90
Total $ 2710 $ 392 $ 2,041 $ 337

(1) 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.

(2) This category includes industrial, office, apartments, hotels, infrastructure, and retail investments which are limited partnerships predominately
in the US. The inputs are valued by internally generated Discounted Cash Flow Analysis; comparable sale analysis and periodic external

appraisals.

(3) This category includes investments in energy, industrial metals, precious metals, agricultural and livestock primarily through futures, options,

swaps, and exchange traded funds.
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The tables below set forth a summary of changes in the fair value of the defined benefit plans Level 3 assets for the years ended Decembey 31, 2012 and 2011

(in millions):

Level 3 assets
Year ended December 2012

i Insurance
Prlvate eqmty Real estate contracts
‘Beginmng balance at December31,2011 =~ = iy R L Tt Y BRI -
Actual return on plan assets relating to assets still held at the reporting date 26 N '
Purchases, sales, and settlements e PV
Transfers in and/or out of level 3 (46) 1 1
Ending balance at December 31, 2012 ) 221 S 103 . S, 6
Level 3 assets ]
- Year ended December 2011
Insurance
Private equity Real estate contracts
Beginning balance at December 31, 2010 508 234 $ 4. 0 S a5
Actual return on plan assets relating to assets still held at the reporting date 27 . 6
Purchases sales, and settlements s "
Transfers in and/or out of level 3 (20) n
Ending balance at December 31, 2011 I 241 S " 91 T
Credit Risk Liquidity Risk

61% of plan assets are invested in long duration bonds. The average rating
for these bonds is A. These bonds are subjcct to credit risk, such that a
decline in credit ratings for the underlying companies, countries or assets
(for asset-backed securities) would result in a decline in the value of the
bonds. These bonds are also subject to default risk.

Currency Risk

11% of assets are valued in non-U.S. dollar denominated investments
that are subject to currency fluctuations. The value of these securities
will decline if the U.S. doltar increases in value relative to the value of the
currencies in which these investments are denominated.

12% of the securities are invested in Level 3 securities. These are Io'ng-term
investments in private 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 201, the amount of Corning common stock
included in equity securities was not significant.

Cash Flow Data

We anticipate making vbluntary cash contributions of approximately
$65 million to our domestic and international plans in 2013.

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 D federal subsidy expected to be received (in millions):

Expected federal

Expected benefit payments subsidy payments

Pension Postretirement  postretirement

benefits benefits benefits
2013 $ 208 $ 3 $ 6
2014 $ 188 $ 7 $ 6
ORE . %196 $ 80 s 7
2016 -$ 198 $ 83 . $ 7
2017 $ 201 $ = 85 $ 7
2018-2022 $ 1,101 $ 456 $ 42
Other Benefit Plans

We offer defined contribution plans covering employees meeting certain eligibility requirements. Total consolidated defined contribution plan expense
was $50 million, $44 million, and $46 million for the years ended December 31, 2012, 201, and 2010, respectively.
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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

5 years and

Total Less than1 year - - 1 to 2years 2 to 3 years 3 tq 4 years : thereafter
performance honds and ‘ R - 7 T TR R
guarantees $ 35 $ 2R PRI ARG LR B ARy R R
Credit facilities for equity
companies 50 25 25
Stand-by letters of credit™ 57 57 L - :
Subtotal of commitment
expirations per period S 142 $ 104 $ 28 $ 5 $ 5
Purchase obligations 8 89T 37 21 $ 1 $ 9 $ n
Capital expenditure obligations® 240 240
Total debt® S 23204 73 ... 295 136 [ T SR . 1 -}
Interest on long-term debt® 2,853 160 165 151 144 2,233
Minimum rental commitments 834 3831 P00 IR LI909ag B T2 itk
Capital leases® 216 3 2 3 3 205
Imputed interest on capital leases B35, . 12 2. 12 ' g DGR D 1)
Uncertain tax positions® 4 2 2
Subtotal of contractual obligation '
payments due by period 7,585 910 697 462 350
Total commitments and
contingencies $ 1,721 $ 1,014 $ 725 $ 467 $ 350 $ 5m
(1} At December 31,2012, $41 million of the $57 million was included in other accrued liabilities on our consolidated balance sheets.

(2
€
(4) : _ ,
rates in the respective debt instruments.

(s)

when $2 million of that amount will become payable.

We are required, at the time a guarantee is issued, to recognize a 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.

) 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

At December 31,2012, $6 million was included on our balance sheet related to uncertain tax positions. Of this amount, we are unable to estimate

We have agreed to provide up to a $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-pay contracts.
We believe a 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
2013 2014 ‘ 2015 2016 2017 thereafter
$ 383 $ 200 $ 149 $ 28 $ 20 $ 54
Total rental expense was $80 million for 2012, $84 million for 201, and $70 million for 2010.
A reconciliation of the changes in the product warranty liability for the year ended December 31foliows (in millions): -
2012 2011
Balance at January 1 $ 23 77T g
Adjustments for warranties issued for current year sales $ 3 $ 4
Adjustments for warranties related to prior year sales. ¢ g $ (20) = e 3y
Settlements made during the current year $ (2)
Balance at December 31 $ 6 $ 23
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Corning is a defendant in various lawsuits, including environmental,
product-related suits, the Dow Corning and PCC matters discussed in Note
7 (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 a material adverse effect on Corning’s consofidated 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 a potentially responsible party for 17 active hazardous waste
sites. Under the Superfund Act, all parties who may have contributed
any waste to a hazardous waste site, identified by the Agency, are jointly
and severally liable for the cost of cleanup unless the Agency agrees
otherwise. It is Corning’s policy to accrue for its estimated liability related
to Superfund sites and other environmental liabilities related to property

15. Hedging Activities

Notes to Consolidated Financial Statements

owned by Corning based on expert analysis and continual monitoring
by both internal and external consultants. At December 31, 2012 and
December 31, 201, 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 a reasonable estimate of the Company’s 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 a 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 a 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 a result of counterparty default.
Neither we nor our counterparties are required to post collateral for these
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 a benchmark interest rate from the probable forecasted issuance
of debt. Corning uses a 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 unti

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 a 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 a 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 Company’s 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 20m.

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 for the 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 Corning’s derivative financial instruments (in millions):

Asset derivatives Liability derivatives

Notional amount Balance sheet Fair value Balance sheet Fair value
2012 201 location ’ 2012 201 location 2012 201
Derivatives designated as hedging o ' R, L
instruments . P
Other current Other accrued
Foreign exchange contracts S 79 $ 402 assets $ 57 $ 6 liabilities S (3) S (8)
Benchmark interest rate $ . 500 " ' ' S (33)
Interest rate swap $ 550
Derivatives not designated as v
hedging instruments S I
Other current Other accrued
Foreign exchange contracts $ 1939 $ 3,094 assets $109 $ 6 liabilities $ (10) $ (122)
' S Other ’ S
liabilities s (6
Total derivatives $ 3,208 $ 3,996 $ 166 $ 1 $  (13) $ (169)

The following tables summarize the effect on the consolidated financial statements relating to Corning’s derivative financial instruments (in mittions):

Effect of derivative instruments on the consolidated financial statements for the years ended December 31

Gain/(loss) recognized in other

Gain/(loss) reclassified

Location of gain/
from accumulated OCI

(loss) reclassified from

comprehensive income (OCI)? accumulated OC! into into income (effective)”
Derivatives in_hedging relationships 2012 20M 2010 income (effective) 2012 201 2010
Cash flow hedges S . f e
Sales $ $ W]
interest rate hedge $ 15 $ (33) $ 30 i Costofsates $ 16 $ (12w 8 ()
Foreign exchange contracts $ 85 S (28) S (68) Royalties SR L S (42) S (14)
Total cash flow hedges $ 100 $ (61) $ (63 . o ¢ 28 . $ . (54 . $ (29
Net investment hedges
Foreign denominated debt $ 2 ¢
Other $  (3) .
Total net investment hedges - s () )
Gain/(loss) recognized in inéome
Undesignated derivatives Location 2012 2011 2010
Foreign exchange contracts . ., ther‘ ii{;@;ne/(exﬁanse),"ﬁetf - $ 175 3 127 gl 9Ny
Total undesignated 8 175 $ 127 $ (291)

(1) The amount of hedge ineffectiveness at December 31, 2012, 2011, and 2010 was insignificant.
(2) Certain amounts for prior periods were reclassified to conform to the 2012 presentation.

16. Fair Value Measurements

Fair value standards under U.S. GAAP define fair value, establish a 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 Company’s 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.
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The following tables provide fair value measurement information for the Company’s maJor categories of financial assets and liabilities measured on a recurring
basis {in m:lllons)

b
Fair value measurements at reporting date using
Quoted prices in
active markets for Significant other observable Significant unobservable
December 31,2012 identical assets (Level 1) inputs (Level 2) inputs (Level 3)
Cufrent assets: : . - AN FERTEYO. PSR il IR
Short-term investments $ 1,156 $ 1,156 o
Other current assets” $ 166 / T 186
Non-current assets:
-Other assets? S § 80 e e S A0
Current liabilities: L
Other current liabilities® $ 13 R I I R AR st A e
(1) Pet;{\l{iﬁive assets and liabilities include foreign exchange contracts which are measured using observable quoted prices for similar assets and
iabilities.

(2) Other assets include asset-backed securities which are measured using observable quoted prices for similar assets.

Falr value measurements at reporting date using
Quoted prices in

active markets for Significant other observable Significant unobservable
‘ December 31,201 identical assets {Level 1) inputs (Level 2) ‘ : !ﬂpt\lﬁ;{_@g\{el 3)1 ,

Current assets: e LA

Short-term investments $ 1164 $ 1,158 .S o o

 Othércurrent assets?® - T R o s e e RS R
Non-current assets:

Other assets® $ 35 HEDR T et
Current liabilities:

Other accrued liabilities® $ 163 $ 168
Non-current liabilities: )

Other liabilities®? $ 6 DR $ 6

(1) Short-term investments are measured using observable quoted prices for similar assets.

(2) - Derivative assets and liabilities mclude foreign exchange contracts which are measured using observable quoted prices for similar assets and
liabilities.

(3) Other assets include asset-backed securities which are measured using observable quoted prices for similar assets.

As of December 31, 2012 and 201, the Company did not have anyflnanaal assets or liabilities that were measured on a recurring basis usmg unobservable
(or Level 3) inputs.

The following table provides fair value measurement information for the Company’s major categories of financial assets and liabilities measured on a
nonrecurring basis during the period (in millions):

Fair value measurements at reporting date using -

Quoted prices in o
Significant other.

active markets for Significant -
identical assets observable inputs unobservable inputs Total Gains .
December 31,2012 {Level 1) {Level 2) {Level 3) (Losses)
Long-lived assets held and used $ 38 2§ B s L8 0T (44)
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 31,201 {Level 1) (Level 2) (Level 3) (Losses)
Long-lived assets held and used $ 107 § o407 e §s s (130)

Long-lived assets held and used related to certain assets used in the ion
exchange process for the production of large cover glass, with a carrying
amount of $82 million at December 31, 2012 and were written down to their
fair value of $38 million, resulting in an impairment charge of $44 million
in 2012, which was included in earnings for the period. At December 31,
201, the assets had a 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 201, which was included in earnings for the period. The
impairment charge was determined using a market value approach to
fair value the asset base after indicators of impairment were identifiéd.
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
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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 a risk
adjusted discount rate. The key assumptions used in these approaches,

17. Shareholders’ Equity

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.

The following table presents changes in capital stock for the period from January 1, 2010 to December 31, 2012 (in millions):

Common stock Treasury stock

Shares Par value Shares Cost
Balance at December 31,2009 1,616 $ - 808 (64) 5
Shares |ssugd to beneft plans and for option exercises 10 5 :
_Other,net L o u W ey
Balance at December 31, 2010 1,626 $ 813 (65) $ 1_2_2_])_
Shares issued to benefit plans and for option exercises ' 100 pe FUR R RS
Shares purchased for treasury (55) (779)
Othernet 05 e e T e iz X . U] o m
Balance at December 31, 2011 1, 636 $ 818 (121) S (2,024)
" Shared issusdt6 beneft plans afd for. optlon ) exertlses B E 7 )
Shares purchased for treasury (56) (n9)
Other, net (2 e
Balance at December 31, 2012 1,649 $ 825 (179) - s (2,113)

Accumulated Other Comprehensive Income (Loss)

A summary of the components of other comprehensive income (loss), including our proportionate share of equity method investee’s other comprehensive
income (loss), is as follows (in milfions):

Unamortized
losses and

Foreign currency prior service

translation costs for post- Net unrealized Net unrealized  Accumulated other
adjustment retirement gains (losses) on  gains (losses) on comprehensive
and other benefit plans investments designated hedges income (loss)
Balance at December 31,2009 $ 808 $ . () $ .39 $ 1 $ a0,
Foreign currency translation adjustment
and other 566 566
¢ Net unrealized gaityon investments ' N AR s Rl
Net unrealized loss on designated hedges (24) (24)
Netchange inunrecagnized . o s s o s ‘
mns A 53 - S A i v (1.04) (*04)
Balance at December 31,2010 . $ 1,374 S (1,275) $ (33) S (23) S 43
Foreagacwmsxytranslmﬁusmm e WM st :
and other . i b Bres 5 ”*(21) - ¢ : (2‘)
Net unreahzed galn on investments \ e 4 o = ; ‘4“
Net unrealized loss on de5|gnated hedges (6) {6)
Net change in unrecognized
postretirement benefit plans (109) (109)
Balance at December 31,2011 .. 0. L5 1383 $ 41384). $ (29) $ (29) $ (89)
Foreign currency translation adjustment
and other ) (179)
Net unrealized gainon investments 13 . Cl
Net unrealized gain on designated hedges ’ o 47 47
Net change in unrecognized . vl i sl | et A ‘
mgirement benefit plans o e it 6 ’f i (92) o , , | _Q_
: t De L S oA 0 8 1476) o8 _{16) -, $: . -18 8 . (300}

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 6 (Income Taxes) to the Consolidated Financial Statements.

72 CORNING INCORPORATED - 2012 Annual Report



18. Earnings Per Common Share
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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 of the 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 201 2010

Net income ‘ Net income . : Net income

attributable Weighted- attributable Weighted- attributable Weighted-

to Corning average Per share to Corning  average Per share to Corning  average Per share

Incorporated  shares amount Incorporated  shares amount Iincorporated  shares amount
Basic earnings per 4 : e
tommon share $ 1728 1,494 $ 116 % 2,805 1562 6 180 403,558 L 0 1,558 $ 228
Effect of dilutive o ‘

B i e B . Hiwd b4
ards Ay 2 R -Lfiws;-mﬁfg;'; L gE 73 -

Diluted earnings per ' '
common share $ 1,728 1,506 $ 1LI5 _$ 2,805 1,583 $ 1 $ 3,558 1,581 $ 225

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):

. .Years ended December 31,

; 2012 201 2010
Potential common shares excluded from the calculation of diluted earnings per share:™ TR R e
Employee stock options and awards ‘ - 43 N 29 43
Total Getsiay oo 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 a 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 1, 2010
were estimated using a lattice-based binomial valuation model. in 2010,
Corning began estimating fair values for stock options granted using a
multiple-point Black-Scholes vatuation model. Both models incorporate
the required assumptions and meet the fair value measurement objective.

The fair value of awards granted subsequent to January 1, 2006 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 a 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
$g92 million was disclosed in operating activities on the Company’s
Consolidated Statements of Cash Flows for the years ended December 31,
2012, 201, and 2010, respectively.
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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 10 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:

Number of shares

(in 'thousapds)

Weighted-average
remaining Aggregate
Weighted-average contractual intrinsic value

exercise price term in years {(in thousands)

Options outstanding asef December-31, 201 st a&ﬁmﬁ%ﬁﬂ $ 1B8hisy  aloiian
Granted : 7,734 12.98
Exercised - . . Efeta . e o ,,»5 e m’].) e S Bl S S
Forfeited and expired 1,813) 17.20
Options outstanding as of December 31, 2012 64061 16.63 e 4.:83 85,024
Options expected to vest as of December 31, 2012 63,873 16.64 4.83 65,018
_Options exercisable as of December 31,2012 _ sigey _16.79 : : 138

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 Company’s 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, 20m, 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,
$57 million, and $63 million, respectively. Compensation cost related to
stock options for the years ended December 31, 2012,-20m, and 2010, was
approximately $37 million, $48 million, and $53 million, 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 a weighted-average
period of 2 years.

Proceeds received from the exercise of stock options were $38 million
for the year ended December 31,2012, which were included in financing
activities on the Company’s 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 purposes.
However, these tax benefits were not fully recognized due to net operating
loss carryforwards available to the Company. Refer to Note 6 (income
Taxes) to the Consolidated Financial Statements.

An award is considered vested when the employee’s 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 month that the employee provides
service over the twelve months following the grant date, and the related
compensation expense is recognized over this twelve month service
period or over the period from the grant date to the date of retirement
eligibility for employees that become age 55 during the vesting period.

Corning uses a multiple point Black-Scholes model to estimate the fair value
of stock option grants. Corning utilizes a 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 a combination of historical exercise experience adjusted
to reflect the current vesting period of options being valued, and-partial
life cycles of outstanding options. The risk-free rates used in the multiple-
point Black-Scholes model are the implied rates for a zero-coupon U.S.
Treasury bond with a term equal to the option’s expected term. The
ranges given below result from separate groups of employees exhibiting
different exercise behavior.

The following inputs were used for the valuation of option grants under our Stock Option Plans:

2012 201 2010

Expected volatility PR LR Vb A8-4G% i D ATH9% “48-49%
Weighted-average volatility 48-49% 47-49% 48-49%
Dividendyield ‘ AR ' 228-331% 105110%, . .. 113-1.40%.
Risk-free rate 0.8-13% 1.0-2.7% 1.5-3.2%
Average risk-free rate 1.0-13% 13-2.6% 2-3.2%
Expected term (in years) 5.7-71 5.1-6.7 51-6.5

Pre-vesting departure rate 0.4-4.2% 0.4-3.9% 1.4-3.6%
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Incentive Stock Plans

The Corning Incentive Stock Plan permits restricted stock and stock unit
grants, ejther 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 a period of
generally 1to 10 years, and generally have contractual lives of 1to 10 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 1to 10 years.

Time-Based Restricted Stock and Restricted Stock Units:

Time-based restricted stock and restricted stock units are issued by
the Company on a discretionary basis, and are payable in shares of the
Company’s common stock upon vesting. The fair value is based on the
market price of the Company’s stock on the grant date. Compensation
cost is recognized over the requisite vesting period and adjusted for actual
forfeitures before vesting.

The following table represents a summary of the status of the Company’s
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

{o0o’s) __grant-date fair value
Norivested shares at ) i -
December 31,201 =404 T8 1816
Granted 2,299 13.00
Vested (951) 18.19
Forfeited (89) 16.25
Nonvested shares.and-share Craa
units at December 31,2012 - 5,363 3 $ !SEZ_

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 a
weighted-average period of 2 years. The total fair value of time-based
restricted stock that vested during the years ended December 31, 2012,
20m, and 2010 was approximately $13 million, $15 million, and $11 million,
respectively. 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
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Performance-Based Restricfed Stock and Restricted Sfock
Units:

Performance-based restricted stock and restricted stock units are earned
upon the achievement of certain targets, and are payable in shares of the
Company’s common stock upon vesting typically over a three-year period.
The fair value is based on the market price of the Company’s 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 for actual forféitures 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 a summary of the status of the Company’s
nonvested performance-based restricted stock and restricted stock units as
of December 31, 2011, and changes during the year ended December 31, 2012:

Shares
{o00’s)

Weighted-average
grant-date fair value

Nonvested restricted stock at - : _ .
December 31,2000 P 5134 $ o867
G(anted )
Vested
Forfeited

(5134) - i 8.67

‘and restricted stock unitsat T R
December 31,2012 - ..~ 0 _$ 0
The performance-based restricted stock and restricted stock unit

compensation program was terminated in 2010. All performance-based
restricted stock 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, 20m, and 2010, was approximately
$45 million, $10 milfion, and $44 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
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.

All other reportable segments that do not meet the quantitative threshold for
separate reporting have been grouped as “Alf Other.” This group is primarily
comprised of development projects and results for new product lines.
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We prepared the financial results for our reportable segments on a 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 segment’s net income. We have allocated certain common expenses among 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.

The following provides historical segment information as described above:

SEGMENT INFORMATION (in millions)

Display Telecom- Environmental Specialty
Technologies _municatigns __ Technologies i Materials Life Sciences AH Other Total
For the yearended g Uk ot T SR 5 ; R S
December 31, 2012 - - &
Net sales $ 2,909 $ 2130 S 964 $ 1346 $ 657 S
Depreciation® 28514 0§ 1800 ) nye g 53 § a0
Amortization of purchased
intangibles S 9 S 10 S 19
Research, dévelopment and” B ey 3R T S B B T
engineering expenses? . $...103 . $oo 138 s 0 MO0 G L 144 LIS 22 ST gL e
Restructuring, impairment
and other charges® S 21 $ 39 $ 3 $ 54 $ 2 $ 19
Equity in earnings of e P . o
affiliated companies® - > $ 692 Glothi § 1 g i DS saal o R T
Income tax (provision) benefit S (367) S (58) S (57) $  (69) $ (14) $ 52 S (513)
Net income (loss)® $ 1682 b MEwa i S 1S S . 142 $ 31 {98) $ 1947
Investment in affiliated
companies, at equity $ 3,262 $ 17 $ 30 $ 4 $ 262
Segment assets'® $.9953 - % 1435 . . $ 1103 $ 1707 $ 552 $ 3/
Capital expenditures -5 845 $ 3N S 154 $ 93 S 47 S 52
Forthe yearended / o B SRE e é i
December 31, 201 iy ; ‘
Net sales § 3,145 $ 2,012 998 $ 1074 $ 595 $ 6
Depreciation® B 3 §UUE Y g a7 $ 156 =% 34 - fine
Amortization of purchased
intangibles S 7 S 1 S 7
Research, development and : PO P A T T M
engineering expenses® $ 91 $.. 125 $ 9% S 137 $ 19 5 98
Restructuring, impairment
and other credits® $ 0] $ 130 )
Equity in earnings of TP ; i
affiliated companies $ 1,027 $ 3 $ S b RSV IR Y-
Income tax (provision) benefit S (501) 5 (82) S (58) $ 24 S (29) $
Net income (loss)® $ 2,349 $ 195 121" $" (36) § e
Investment in affiliated
companies, at equity S 3,132 $ 19 S 31 $ 4 S 243 $ 3,429
Segment assets® $ 10,387 $ 1,201 $ 1,089 $ 1455 $ 363 .. %- 396 . . S489
Capital expenditures $ 1,304 $ 195 S 174 $ 348 S 57 S 16 $° 2,194
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Display Telecom- Environmental Specialty
‘ Technolo, : ies’ munications __Technologies Materials Life Sciences All Other Total
e TEEE T
Net sales $ 30m S 172 $ 816 $ 578 $ 508 $ 7 $ 6,632
“ Depreciation® S m3 $ 18 § 105 $ N $ 3 $ . R gegsy”
Amortization of purchased
_intangibles $ 1 $ 7 $ 8
Research, development and S fot
_engineering expenses® $ g0 $ s $ 96 $ 8 - % 6 $ M4 558
Restructuring, impairment
_and other charges® $  (324) $ (3) $ (2) $ (329)
‘Equity in earnings (loss) of : RGO SHRER T B geiq,
‘affiliated companies®t $ 1,452 $ 3 § 5 . : § 45871508
__Income tax (provision) benefit _ $ {618) S (46) $ (20 $ 13 $  (30) $ 50 5 (65])_”
Netincome(loss)® ¢ 2993 ¢ & o8 $ 43 s 3y s 60 & (15 63087
Investment in affiliated : .
companies, at equity $ 2,766 $ 19 $ 34 ‘ $ 238 $ 3,057
Segment assets'® $ 9,138 $ 988 $ 915 $ 869 $° 302 $ 240 $ 12452
Capital expenditures S 497 $ 69 S 65 S 143 S 31 $ 43 $ 848

(1) Depreciation expense for Corning’s reportable segments includes an allocation of depreciation of corporate property not specifically identifiable
to a segment.

(2) Research, development and engineering expenées include direct project spending that is identifiable to a segment.

(3) In 2012, Corning recorded a $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 20m, Corning recorded a $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 a power disruption at the Taichung, Taiwan facility irl 2009.

(4) In 2012, equity in earnings of affiliated companies in the Display Technologies segment included a $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 a $61 million credit for our share of a revised Samsung Corning Precision Materials tax holiday calculation agreed to by the Korean
National Tax service.

{5) Many of Corning’s administrative and staff functions are performed on a centralized basis. Where practicable, Corning charges these expenses
to segments based upon the extent to which each business uses a centralized function. Other staff functions, such as corporate finance, human
resources and legal are allocated to segments, primarily as a percentage of sales.

(6) Segment assets include inventory, accounts receivable, property and associated equity companies and cost investments.

For the year ended December 31,2012, the following number of customers, which individually accounted for 10% or more of each segment’s 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 custorﬁers 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.

A 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 a facility located outside of an entity’s 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 a near-term severe impact to our display business
and the Company as a whole.
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A reconciliation of reportable segment net income (loss) to consolidated net income (loss) follows {in millions):

Years ended December 31,

2012 2011 2010

Net income of reportable segments o - ' § n$ 2,045 - - S 2,690 $ 3,162
Net loss of All Other (98) (78) ) (75)
Unallocated amounts: ' . ;

Net financing costs” (196) (190)

Stock-based compensation expense - {70) (86)

Exploratory research ; B (89) (79)

Corporate contributions (44) (48)

Equity in earnings of affiliated com pames net of impairments®@ 82 a

Asbestes litigation® (1) (24)

Other corporate items® : - N2 199
Netlncome £ ; S : i ! s 1728 s 0§ 2,805

(1) Netfinancing costs include interest expense, mterest income, and interest costs and investment gains and losses associated with benefit plans.

(2) Equity in earnings of affiliated companies, net of impairments, is primarily equity in earnings of Dow Cormng, which includes the following
items:
- In 2012, restructuring and impairment charges in the amount of $87 million ($81 million after tax) for our share of a charge related to workforce
reductions and asset write-offs at Dow Corning, and a $10 million (59 million after tax) credit for Corning’s share of Dow Corning's settlement
of a dispute related to long term supply agreements.

+ In 20m, a $89 million credit for our share of Dow Corning’s settlement of a dispute related to long term supply agreements; and

+ In 2010, a $21 million credit for our share of U.S. advanced energy manufacturing tax credits and a $26 million credit for our share of a release
of valuation allowances on foreign deferred tax assets. Corning also recorded a $16 million credit for our share of excess foreign tax credits
from foreign dividends.

(3) 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 20m, 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 a net credit of $49 million primarily reflecting the change in the terms of the proposed asbestos settlement.

(4) Other corporate items include the tax impact of the unallocated amounts and the following significant items:

» In 2012, Corning recorded a $52 million translation gain on the liquidation of a foreign subsidiary; a loss of $26 million {$17 milion 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 $51 million principal amount of our 6.75% senior unsecured notes due 2013; and a $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 a $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 a 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 $100 million principal amount of our 5.9% senior unsecured notes due March 15, 2014.

A reconciliation of reportable segment net assets to consolidated net assets follows (in millions):

Years ended December 31,

2012 201 2010
Total assets of reportable segments ; e SR e oS 14750 ¢ $ 14,495 . - oo o8 o R212
Non-reportable segments L ooy 381 396 240
Unallocated amounts: . ) ) o o
Current assets® » ; ‘ 7300 6,602 VALY
nvestments® .. . A A . 1340 . < 1,298 B €11
Property, net® ~ 21,494 1,283 ‘ 1,255
Other non-current assets® ) 4,140 3,774 © 5659
Total assets $ 29,375 $ 27,848 $ 25,833

(1) Includes current corporate assets, primarily cash, short-term investments and deferred taxes.

(2) Represents corporate investments in affiliated companies, at both cost and equity (primarily Dow Corning Corporation).
(3) Represents corporate property not specifically identifiable to an operating segment.

(4) Includes non-current corporate assets, pension assets and deferred taxes.
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information concerning principal geographic areas was as follows (in millions):
L}

2012 2011 2010
Long-lived Long-lived Long-lived
Net sales assets') Net sales assetst? Net sales assets!"
North America ke il i
United States - $ 18590 S . 6N $ 1676 % 6,087 S 1564 $ 4,969
<Canada : 246 ¢ 229 EEGs 199 e
Mexico 24 - 87 26 78 - 42 95
Total North America 2,129 .- 6,858 1,938 e 668 - 11,805 - < 5,064
Asia Pacific o L B ’
Japan ' 751 1,949 1,252 2,210 1,068 2,368
Taiwan 1,708 2,836 1,850 3,341 1,891 2,850
China | 2,103 1250 1550 o 164 T56 314
Korea B 94 3,342 101 3,357 - 72 2,946
QOther 243 84 145 M. ... . 127 1
Total Asia Pacific 4,899 9,426 4,898 9,683 3,914 8,489
Europe : . , M Lo .
Germany 264 ' 139 318 134 270 121
France 57 267 . 65 197 54 195
United Kingdom B4 e W 124 ; 18 4
Shber - o T g e e e PR e g e -
Total Europe 729 ;970 770 604 681 561
Latin America B T I TEN L
Brazil 29 1 29 1 28
Other . 33 6 3 6 25
Total Latin America 62 7 54 7 53
All Other 193 35 237 25 179 25
Total ) $ 8,012 $ 17,296 $ 17,890 $ 16,484 $ 6,632 $ 14,139

(1} 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 a series of foreign exchange contracts over a two year
period to hedge our exposure to movements in the Japanese yen and its impact on our earnings. The Company’s 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)
Balance at Net deductions Balance atend
Year ended December 31, 2012 beginning of period Additions and other of period
Doubtful accounts:and allowances $ 19 $ 7 $ . 26
Deferred tax assets valuation allowance $ 219 $ 9 $ 210
secumulated amortization of purchasedintangible assets $ w135 $ 19 $ 154
Reserves for accrued costs of business restructuring $ 10 - $ 52 S 20 $ 42
Balance at Net deductions Balance atend
Year ended December 31, 2011 beginning of period Additions and other of period
Doubtful accounts and allowances s 20 ‘ $ 1 $ g
Deferred tax assets valuation allowance $ 214 $ 15 S 10 $ 219
Accumulated amortization of purchaséd intangible assets” W Y| g 15 S 101 - T8 R £ 1
Reserves for accrued costs of business restructuring $ 27 S 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 ; $. 720
Deferred tax assets valuation allowance $ 245 $ 31 $ 214
Accumulated amortization of purchased intangible assets $ 217 $ 4 S8 ~221
Reserves for accrued costs of business restructuring $ 100 S 73 $ 27
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(Unaudited) In millions, except per share amounts

2012 First quarter Second quarter Third quarter Fourth quarter Total year
Net sales S5 gk $ 1920 $ 1908 ¢ 2038 $ 2146 $ 801
Gross margin $ 814 s 197 $ 879 $ 907 $ 3397
Restructuring, impairmentand other credits’ S 133 $ 133
Asbestos litigation charges $ 1 $ 5 $ 3 $ 5 $ 14
Equity in earnings of affiliated companies s 8 $ 259 $ 240 $ 93 s 810
Provision for income taxes $ (1) $ (93) 5 (87) $ (98) $  (389)
Net income attributable to Corning ;
Incorporated. U $ 462 $ 462 S 521 $ 283 $ 1728
Basic earnings per common share $ 0.30 $ 0.31 S 035 £ 019 $ 116
Diluted earnings per common share $ 030 $ 030 $ 035 $ 019 $ 115

201 First quarter Second quarter Third quarter Fourth quarter Total year
Net sales et L1923 $ . 2,005 $ 2,075 .8 1,887 $ 7890
Gross margin $ 874 $ 839 $ 978 $ 825 $ 3,566
Restructuring, impairment and other charges KR R - . 5 129 S 129
Asbestos litigation charges $ 5 $ 5 8 5 $ 9 $ 24
Equi’ty"in earnings of affiliated companies’ S 308 § A S 324 S 321 $ 1,471
Provision for income taxes $ (14) 5 (123) $ {110) $ (61) $ (408)
Net income attributable to Corning = .= . B ~
Incorporated ' $ 748 $ 755 $ 8N $ 491 $ .. 2,805
Basic earnings per common share $ 048 $ 048 $ 0.52 $ 032 $ 1.80
Diluted earnings per common share. . S8 g_ﬂ , $ .. 047 § 051 L8 o_L,sn 5 1.77
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Annual Meeting

The annual meeting of shareholders will be held on Thursday,
April 25, 2013, In Corning, NY. A formal notice of the meeting
and a proxy statement will be mailed to shareholders on or
about March 11, 2013. The proxy statement can also be ac-
cessed electronically through the Investor Relations page of the
Corning website at www.corning.com and at www.corning.
com/2013_proxy. A summary report of the proceedings at the
annual meeting will be available without charge upon written
request to Linda E. Jolly, Corporate Secretary, Corning Incorpo-
rated, HQ-E2-10, Corning, NY 14831,

Additional information

A copy of Corning’s 2012 Annual Report on Form 10-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-E2-10, Corning,
NY 14831. The annual report, proxy statement, Form 10-K

and other information can also be accessed electronically
through the Investor Relations page of the Corning website

at www.corning.com. X

investor Information

Investment analysts and investors who need additional
information may contact Ann Nicholson, Director, Investor
Relations, Corning Incorporated, HO-E2-25, Corning, NY 14831.
felephone: 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,
Pacific and Philadelphia stock exchanges. Common stock
options are traded on the Chicago Board Optzons Exchange
The ticker symbol for Corning Incorporated is “GLW.”

Transfer Agent & Registrar

Computershare Trust Company

250 Royall Street, Mail Stop 1A

Canton, MA 02021

Telephone: 800.255.0461

Website: www.computershare.com/contactus

Independent Auditors

PricewaterhouseCoopers LLP
300 Madison Ave.
New York, NY 10017

Executive Certifications

Corning submitted its 2012 Annual CEO Certification to NYSE
on compliance with 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.

Printed in the USA

“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 capacity,

— competition and pricing,

— sufficiency of manufacturing capacity and efficiencies,

— availability and costs of critical components and materials,

— new product development and commiercialization,

— 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 Corning’s SEC filings.

Neither this report nor any statement contained herein is fur-
nished in connection with any offering of securities or for the
purpose of promoting or influencing the sale of securities.

Trademarks

A number of Corning trademarks appear throughout this
annual report. For a complete listing of Corning’s registered
trademarks, visit: www.corning.com/legal/legal notices.aspx

Corning is an equal opportunity employer.
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Dear Fellow Sharehoider

I hope you will )05!’) C@mmg lncarporated s Board of Directors, seniot leadership, employee*: al umm and other stakeholders
at our 2013 Annual Meeting in Corning, New York, on April 25. o

No question, 2012 was a difficult year as LCD price declines placed pressure on Corning’s net income, and the weak global
economy negatively impacted most of our businesses. But Corning is navigating the current business environment the
same way it has survived numerous challenges during its 161-year hzstmy through disciplined financial management,
an-unwavering commitment to innovation, and va g it all, we have done our best
to communicate with shareholders quickly and candidly. . cuted well in an extremely difficult
environment and hope you agree.

The Annual Meeting is your opportunity to hear first-hand about Corning's priorities, chaltenges am:l opportunities,
along with my personal perspective on the company’s performance. More importantly, it is your opportumty tohave a
say. | encourage you to sign and return your proxy card or vote by telep 1one or Internet prtor tct émee‘r ngtoensure
that your voice is heard. You can find voting instructions'on page -

We strive for continuous smprovemen’c andtake the opm ions of ourshareholders \/ery serious ly. Far exampie lastyear’s
95 percent approval on the advisory vote on executive compensation (“Say-on-Pay’) indicated your strong support forour
strategy of linking pay to performance. We have also instituted changes based on s 1arehcz der votes. In 2009, you voted
to declassify the Board of Directors, and we responded to that guidance by moving to annual elections. This year marks
the first year where all directors are up for re-election at the same time. As you review the quahﬁcat;en% of our board
members beginning on page 1, you will see that your company remains in extremely capable hands.

We are honored to welcome Richard Clark as Corning’s new lead director, following a vote by our independent board
members. And we are grateful for the wisdom; experience, and friendship of retiring directors Gordon Gund and Onno

Ruding. Mr. Gund served with distinction for more than 22 years and held the pasutson of lead director for the past year.

Dr. Ruding provided exemplary service for 17 years, includi gl ding Corning’s Fina

Committees. They have both left an indelible mark on Cor d '

success.

As we look ahead, we are excited by Corning’s tremendous set of growth opportunities. We know the company will
continue to face uncertainty, but we are confident in our ability to manage the challenges ahead. We remain committed
to our mission of another160 years of innovation and independence, and are grateful to have you on this journey with us.

Thank youfor your investment in Corning and your participation in our governance process.

Sincerely,

Wendell P. Weeks
Chairman of the Board, Chief Executive Officerand President
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Thursday, Apiil 25, 2013

~ 1:00a.m,, Eastern Time |

Hems uf Bmsmss

orning Museum of W”]'Cwmng,

£l

ion to our Board of Directors of the 12 director nominees who are ndméd in the attzam d Proxy

- Statement for oné-year terms;
An §§‘f{§0f}f vote to approve executive cor mpensation (say-on-pay);

Ratification of the appointment of Pri icewaterhouseC oopers LLP as our mdepe*’sdeni reg 5@5% pu ihlic

“accounti ugﬁrm forour 207 g“h calvear:
Transaction of st
/ /Si’mrehzﬁéf:rs @ﬁr‘ma s’\/%f*e* w}

hoother business as may properly come beforé our 2013 ﬁﬂ'ﬁi;’é’{'@éé‘%iﬁg of

%%ﬁtme'é i:tate

The record date for the determination of the shareholders entitled tovote at our Annual Meeting, or any

Yourvot . s;mp@ﬂam tols HM&:@ @XOM‘%@ youmharﬁ*ho il Q‘n‘ fuote:

4 w:inma: tant Notice %gam ng tha Avmiability M P‘mxy Mamrmm fwr tthe: Anmai Meetmg wm Meﬁ i

* April 25, 2013, Our Proxy Statement, 2012 Annual Report to Shareholders and other materials are fawml:ab!es e
on our website at www.corning.com/2013. proxy. :

adigurments 01 pos stponements thereof, was the close o; business on February 25 2013,

By order of the Board of Directors,

tinda £ Jolly
Corporgte Secretary
e, ' March 11,2013
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Welcome to the Corning Incorporated 2013
Annual Shareholder Meeting

Proposals Which Require Your Vote

More
Information aﬁard recammﬁﬁéat
Proposaly - Election of directors Page i k
Proposal 2 Advisory voteto approve the Company's executive compensation Page 22 /
Proposals Ratification of independent registered publicaccounting fiym for 2013 Page a8 m

Vote Right Away

Your vote is very important. Whether or notyou plan to'attend the annual rvleet'ing, please promptly submit your proxy or voting instrictions
telephoneormail in order to ensure the presence of a quorum You may alsovote in. pers I Aeeting: you are a sharehol
your admission ticket is attached to your proxy card.[f your shares are-held in‘the namu of a broker, nominee or other ntafmmzary you must bring
proof of ownership with you to the meeting.

By telephone By internet Using a sthartphone or tablet By mail oo Bylnternet usi camputér

Dial toll-free 24/7 Scanthis QR code 24/7 Castyourbailot, sigh yéﬁr i
1+B00:652-8683 to vote with your mobile device proxy card and send by mail www.investorvole.com/giw
(may require free software) :

Visit Our Annual Meeting Website. ... ... ..

 Review and download interactive versions of this Proxy Statement and our Annuial Report.
> Sign up for electronic delivery of future Annual Meeting materials to reduce Carmng s tmpact
on Lhﬁ environment. 3

WWwW.COTning.com/2013_proxy
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Proxy Summary
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Corporate Governance

Proposal1  Election of Directors

Our Board currently cansists of 14 direétpisi, 11 of whom are independent,
two are management directors, and Dr. Burns who, as a recent former
executive officer of Dow Corning Corporation, is not independent:

Atour 2013 Annual Meeting, all continuing directors will'stand for election
forterms.expiring at the next Annual Meeting of Shareholders. Eachof

Messrs: Brown Canning, Clark, Flaws and Landgraf and Drs. Burns, Rieman

and Wrighton were elected by Corning's shareholders at the 2012 Annual

Meeting, Fach of Messrs. Curnmings, Tookks and Weeks were clected by
Corning's shareholderson April 29, zélij;aﬁa’tbsirierms’emh\e atthe 2013
Annual Meeting, Mr. Martin was appointed by Corning’s Board of Directors
on February 5, 2013 Pursuantto the policies set forth in our Corporate
Cavernance Guidelines, Mr. Gund and Dr. Ruding, will attainthe Board’s

mandatory retirement age this year and will not stand for re-election Our

Board expresses sincere gratitude to M Gund and Dr. Ruding for their

extraordinary service for more than 22 years and 17 years, respectively:

Board of Directors’ Qualifications and Experience

The mihimum qualifications and attributes that the Nominating and .

Corporate Governance Committee believes must be possessed by ¢

ditector nominee may include:

+ Character and the al:;mtyto apply good business judgment;

. Ability to exercise his/her duties of loyalty and care;

. Proven teadership skills; S

< Diversity of experience;

< Highintegrity and ethucs

«Ability to understand complex principles of business and finance;
SUscentific expertise;and -

. Familiarity with national and international issues affecting businesses:

Our Board is corprised of accomplished professionals whao possess
diverse areas of expertise including; national and internationalbusiness,

operations, manufacturing, finance and investing, energy, management,

entrepreneurship, government, higher education and science, research
and technology. While Corning does not have a formal diversit

with respect to director nominations, we believe that the diversity of skills,

knowledge; opinions and fields of expertise represented on our Board isone
of its core strengths. When identifying and selecting director nominees

the Nominating and Corporate Governance Committee considersithe

irmpact anominee would have in terms of increasing the diversity of the
Board with respect to professional gxperietwce,' background, viewpoints,
ckille and areas of expertise. We believe thatthe resulting diversity of
directors allows the:Boafd toengage in candid and challenging discussions,
in service of the best decisions for the Company and its shareholders,
The diversity of our directors skills enables each director an opportunity

to provi

olicy = andtoserveas ,
" holders will vote your shares for the substitute nominee, unless youl
“withtield authority. We have included helow certain information about the
_nominees for election as directors and the directors who will continue in

de specific leadership in his or her respective areas of expertise.
he context of the Board's needs, the appropriate mix of director
competencies and experiences evolves for Corning over time. Inan
effort fo increase diversity, the Nominating and Corporate Governance
Fommittes inworking with the Board also considers diversity of race,

‘gender and national origin of potentialdirector candidates. We believe

ot directors’ wide range of professional experiences and backgrounds,

cducation and skills has proven to be of significant valuetothe Company
Sndwe intend to continue leveraging this strengths

- Allof the director nominees are elected men—ibers of the Board of Directors,

excent for Mr. Mattin who was identified by the Nomm,at'mg and Carporate
Covernance Committee, and appointed by the Board of Directorsin
february. 2013. The Nominating and Corporate Governance Commitiee

retains the assistance of a third-party recruiting firmto assist inidentifying

and evaluating potential director nominees, as it deems appropriate.

“Each of the nominees has consented to being named in this proxy statement

o} f@l@c:ted. {f a nominee is not ab{e’:’c’q 58

Gffice after the Annual Meeting. The Board of Directors has concluded that
the skills, qualifications and experience of each of the director nominees
and continuing directors supparts such nominee or director's continued
membership on the Company’s Board of Directors: : :
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Corporate Governance

Qur Director Nominees
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Corporate Governance

Below is biographical information about our director nominees, This- information is current as of February 7, 2013 and has been confirmed by each of
our director nominees for inclusion inour proxy statement: oo o i i e

John Seely Brown

Age:72 Skills and Qualifications: Committees:
Director Since: 1996 «Significant experience in research and development, ~Corpensation
Retired Chief Scientist technology and innovation “Nominating and € orpor ate
Kerox Corporation + Specialized knowledge includes organizational Governance ’
¢ learning, cormplex adapt ve:systems,; microelectrical Current Directorships:
mechanical systems (MEMS) and nanotechnology s Amazon.com
< Expertise’in business strategies inAsia.and cloud Foumer Directorships Held During
computing ' : the Fasts Years: -
+ Advisor on international corporate strategies in * Polycom, ff‘t - '
. o e the digitalage ~ +Varian Medical Systems, Inc.
Dr. Brown served Xerox Corporation in various scientific research positions from 1978, until his retirement in 2002 1n 1986, he was elected vice
presidentin charge of advanced research and was director of the Palo Alto Research Center from 1990 to 2000, Dr. Brown was narmed chief scientist
af Xeroxinigy, retiring in 2002 He s a visiting scholar and ad\]kbi) tothe Provostiat the University of Southern California: He s also the independent
co-chairman of Deloitte’s Center for the Edge. HH v

Formerly the chief scientist of a large scale technology-based company (Xerox),.Dr. Brown brings sigrificant experience inthe areas of rese
development, technology and innovation to our Board: His additional areas of specialized knowledge mclude ar am7 monai Ieammg camplex
systems, miicro electrical mechanical system (MEMS) and nanotechnology. Or. Brown also has significant exp
cloud computing. His currentwork includes advising on international corporate strategiesin the digital age.

Stephanie A. Burns

Age: 58 Skills and Qualifications: Committess: :
Director Since: 2012 «Globalinnovationand busiviess leadershipexperience -~ Corporate Relations

Retiredlchawr‘n/an and Chief Significant expertise in scientific research, Jssues «Finance

Execu@\{e _Ofﬂgﬂ : ) management; science and technology leadership Current Dir a{tﬁrships

Dow Corning Corporation  ang pusiness management ~GlaxoSmithKline plc

Former Difectorships Held During
the:PastgYea
- Dow Corning Eerpmatxon

Dr. Burns has nearly 30 years of global innovation and business leadership experience Dr. Burns joined Dow Corhing in 1933/859 resedrcher and

alist in organosilicon chemistry. In 1994, she became the company's first director of women's health. She was elected to the Dow Corning Board
ctors in2ootandelected as pres:den“f in 2003 She served as chief executive officer from 2004 until May 2611 and served as chalvman from
2006 through2o1t: ¢ SRR :

Dr. Burns brings significant expertise in scientific research, issues management, science and technology leadership and business mana
the Board, as well as skills related to her Ph.D. in organic chemistry. She s the past honoraiy president of the Society of Chemical ind
appointed by President Obama to the President’s Export Council. Dr;Burns is a former chairman of the American Chemistry Council.

John A, Canning, Jr.

Age: 68 Skills and Qualifications: Committess:
Diréctor Since: 2010 « Experiencein private équity investing, including ~ Executive
Co-founderand Chairman reviewing financial cmtcmewta andaudit resultsand - -+ Finance
Madison Dearborn making investment and acquisition decisions «Nominating and Corp

Partners; LLC « Has insight into economic Uends important to our Governance

: pusiness

- Law degree
“Experience inbanking cmd rmanaging investments

drrent Dsrectszs%u;ss
: txg\on Corporation
Former Divectorships Held During
the PastsYears:
“TranstnjonCorp..
»Jefferson Smurfit Group ple
ame chaiiman in ?007 He previousiy

Mr. Cannmg co-foun ded Madxson Dearbom Partners, LLC in 199&, servmg as Jts chi Fﬂxecutw officer until he

Mr. Carming brings 32 years‘ of experience in private equ:ty inves .mp srciudmg rf‘wewmg financial Vtatemcvnts cmd audit resultsand maung investment
and acquisition decisions. As a former director and Chairman of the Federal Reserve Bank of Chicago, he has insight into economic trends important
to our business. In addition to his business experience, he also has a law degree and isa recognized leader inthe Chicago business community.
Mr. Canning's business experience and service on the boards of other companies and organizations enable himto-contribute to Corning’s board. M
Canning’s experience in banking and managing investments make him a valued member of our finance committee,
CORNING INCORPORATED <-zo1y Proxy Statemient 13
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Corporate Governance

Age: 66 itations i Committees:

Director Since: 2007 i exe : rlence icovAudiE

President and Chief Nonsprofite er e ( “Compensation
Executive Officer - 00 government o , ' “Executive :
Educational Testing Service Financial expertise ’ Curient Directarships:

~Louisiana-Pacific C
Foimer Directorshins
the Pasts Years:

“Operations skillsand experie

. Spec ialized knowledge including tec mo{ogy
transportation, education, pharmaceuticals, health
care, energy, materials and mergers and acquisitions

Mr. wGwdg,raf s prewdent and chief E:‘(ELUUV(-} officer of Educat onal Fest ing Ssrvme a puva‘ce non- proﬂt educatmna}testmg and mcasuremmt
ati gt)fﬂcer of EL Du Pontde

M Landgraf was seleded fsr his wealth cof exefumve managemaﬂt experiencein pub ic mmpamw non-profit entities, higm‘:{ educaiion and
government. He brings to the Bo rd his financial expertise and operations:skills and experience, represented by his positions as the chief financial
officerand chief operating officer of E1 DuPont de Nemours & Company, Mr._Landgraf's other areas of speoah?&‘d knov nelude teghﬂoiogy,
transportation, education, pharmaceuticals, health care, energy, materia g,_anc&m,e’rger 4 and acgul S

Kevin . Martin

Age 46, 5 Q) ! Committees:

Director Smce 7013 = Extensive knowledge of regulator e > Audit

Partner. s “begalskills and expertise " Finance

Patton Bogge L7 s Specialized knowledge of telecommunications and Gprent E}ifﬁi’t{)fﬁh}p?
information technology industries *None

« Experience in private equity investing i;;ﬂ;iii}:i;{:?h‘pf‘ eld O

«Nong

M Martina par{tner and co-chair of Patton Boggs LLP in the Washingtonlaw firin’s Technolopy and Communicat s practice.” S

Me Martin has nearly two decades experience as a lawyet and policyrmaker in the felecommunications field, including is tenure as FCC Chalenman
from March: 2005 toJanuaty 2009. Before joining the FCC as a Commissioner in 2001, M1 Martin was a Special Assistant fothe P it for Economic
Policy and served on the staff of the National Economic Councll, focusing on commerce and technology poli(y issues He al5 served as the official
.S government representative tothe G-8's Digital Opportunity Task Force, :

N\r Maz‘tm brmgs deep expenemce tothe board in the teﬁccommumcat ons, economncs govemmental and legal arenas.

Debamh D Rieman

Age: 63 Skills and Qualifications: Committees:
Director Since: 1999 Expertise ininformation technology, mmovatuon and

Executive Chairman entrepreneurial endeavors :

MetaMarkets Group < Ph Do atheniatics : i Currentd

«Experlerice in technology development, marketing, “Nonhe

business development and Support mve%tor rciateom, meﬁe’rﬁ
and investing the Past

; Turrbleweed Corrinil
: «Kinteraing ,
Dr.Rieman hasmore than 25years cfexpenence in the softwareindustry: Currently, sheds Executive Chairman of MetaMarkets Grotp. Previously, she
was managing director of Eguus Management Compary, a private investment fund. from1995 ta 1999, she served as president and chief executive
officer.of Check Point Software Technologies, Incorporated. Dr. Rieman is a former director of Keynote Systems, Fumbleweed Compmunications Corp
andiKintera Inc fii ,
Dr. Rieman brings significant expemse in mfomatmn ’fecimomgy innovation and enitrepreneuriabendeavors to the Board, and sk!lts. related to her

Ph.Diin mathematics. Sheisalso the former president and chiefexeciitive officer of asoftware compaity spectanzmg in secunty, and has experience

‘Intechnology development, marketing, business development and support, investor relations, andinve
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Structure and Role of the Board

Corporate Governance Guidelines

Corporate Governance

Our business, property and affairs are managed by, or are under the
direction of, the Board of Directors pursuant to New York Business
Corporation Law and our By-Laws. Members of the Board of Directors
are kept informed of Corning's business through discussions with the
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

The Board has adopted a set of Corporate Governance Guidelines that
address the make-up and functioning of the Board. A copy of these guidelines
can be found on our website at www.corning.com/investor_relations/
corporate_governance/board_download_library.aspx.

Our Board, through our Corporate Governance and Nominating Committee,
annually assesses its leadership structure to ensure that the most efficient
and appropriate structure is in place. As a result, we currently have a
structure which combines the roles of Chief Executive Officer and Chairman
and we also designate an independent Lead Director. We believe that
having Mr. Weeks serve as both Chief Executive Officer and Chairman
demonstrates to our investors, employees, suppliers, customers and other
stakeholders that the Company is under strong leadership, with a single
person setting the tone and having primary responsibility for managing
our operations. This unity of leadership eliminates the potential for
confusion or duplication of efforts, and provides clear leadership for the
Company. We believe that the Company is well-served by this structure
at the present time. ’

Under the current structure, our Corporate Governance Guidelines provide
that the Board will designate and utilize a Lead Director. Mr. Gund served
as Lead Director from April 2012 to February 2013. Due to Mr. Gund'’s
impending mandatory retirement, Mr. Clark was elected Lead Director in
February 2013. The Lead Director plays an important role in our corporate
governance structure. The Lead Director’s responsibilities include: presiding
at meetings of the Board at which the Chairman is not present, including
executive sessions of the independent directors; serving as liaison between
the Chairman and the independent directors; convening meetings of the
directors; consulting with the Chairman on matters relating to corporate
governance; facilitating the CEO performance review and management
succession; and, when requested by major shareholders, ensuring that
he is available for consultation and direct communication. The Chairman
consults with the Lead Director in advance of each Board meeting to
obtain his comments, suggestions and approval for the meeting schedule
and timing, for each agenda, and for the types of information to be sent
to the Board.

Executive Sessions of Independent Directors

Our Board of Directors is currently comprised of 11 independent directors
under the New York Stock Exchange (“NYSE”) listing requirements, one non-
independent director, plus two management directors. Two independent
directors — Mr. Gund and Dr. Ruding — will retire at the 2613 Annual
Meeting of Shareholders. All of our directors are highly accomplished and
experienced in their respective fields, with demonstrated leadership in
significant enterprises and familiarity with board processes. For additional
information about the backgrounds and qualifications of our directors,
see “Our Director Nominees” in this proxy statement.

Our Board has six standing committees—Audit, Compensation, Corporate
Relations, Executive, Finance, and Nominating and Corporate Governance.
Three of the committees are comprised solely of independent directors. Four
of the committees have a separate, independent chair, and the Executive
Committee has five independent directors and two management directors
as members. The chair of each of these committees is responsible for
directing the committee in fulfilling its responsibilities, see “Meetings
and Committees of the Board” in this proxy statement.

In February 2013, as part of our annual review of corporate governance
and succession planning, the Board (led by the Nominating and Corporate
Governance Committee) re-evaluated our Board leadership structure, to
assess whether it remains optimal for the Company and its shareholders.
The Board determined that the current Board leadership structure is
working well, and facilitates effective communication, oversight and
governance of the Company, while allowing independent decision making
as appropriate. We believe our current leadership structure—under which
our Chief Executive Officer serves as Chairman of the Board, four of the
six Board committees are chaired by independent directors and our Lead
Director assumes specified responsibilities on behalf of the independent
directors—remains the optimal board leadership structure for the Company
and our shareholders.

Non-management Board members meet without management at each regularly scheduled Board meeting. Independent Board members also meet
separately at least once a 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
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Corporate Governance

Board Risk Oversight

Corning has a comprehensive risk management program that engages
the Company’s management/leadership and Board. Since 2004, the
Company has employed an Enterprise Risk Management program (“ERM”)
that was modeled on the COSO Il framework. “COSO” is the Committee
of Sponsoring Organizations of the Treadway Commission, a 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. Corning’s
ERM is a 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. A “Risk Council,” chaired by our
Vice Chairman and Chief Financial Officer, Mr. Flaws, and composed of
Corning management and staff, is a core governance element of the ERM.

The Risk Council’s 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 ma naging
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 Company's risks. The Risk Council reports directly to
the management committee of the Company and provides reports on
the Company’s 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 Company’s compliance with laws and regulations of the countries
inwhich we conduct business. The Compliance Council reports directly
to each of the Audit Committee and Corporate Relations Committee.

We also perform a 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 a 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 a comprehensive report on the
Company’s 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 Corning's
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 Committee's
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:

+ Each year, prior to its approval of the 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 shoutd the identified
risks be realized.

» The Board frequently reviews the Company’s 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 a 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.

+ Atleast four times each year, the Board attends “Technology with the
Board” sessions, which allow the directors to review and discuss current
research and development projects and thereby assess risks related to
the Company's 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 Board's risk oversight function
allows our directors to make well-informed decisions and increases the
effectiveness of the Company’s 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 by the Board to
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promptly forward all correspondence (except advertising, spam, junk mait
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.



Director Independence

Corporate Governance

Independent oversight bolsters our success. A 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 6, 2013, based onan
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 a director of Varian Medical
Systems, Inc., which in the last three fiscal years has purchased and
sold less than $1,912,900 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 5,200,000, $7,000,000 and $11,200,000 million to Constellation
Energy in 2010, 2011 and 2012.

. Mr. Cummings is an employee of JPMorgan Chase & Co. (“JPM”"). He
is not a JPM section 16 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. Corning’s fees to JPM were approximately,
$4,200,000, $2,600,000 and $14,600,000 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 a partner of Patton Boggs LLP, a Jaw firm (“Patton Boggs”).
Patton Boggs has previously provided professional services to Corning
on various matters. Corning paid the firm approximately $255,000,
$42,900 and $110,000 in each of 2010, 20m and 2012. Corning ended its
relationship with Patton Boggs in 2012 and has agreed to discontinue
its retention of the firm during Mr. Martin’s tenure as director.

. Mr. Tookes is a director of BBA Aviation plc (a British public company),
the parent company of Signature Flight Support (“SFS”), a 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 $100,000.

. Dr. Wrighton is a director of Cabot Corporation, a company which sold
products to Corninginan aggregate amount of approximately $705,600
in 2010, 2011 and 2012; and Brooks Automation, a company which sold
an aggregate of approximately $186,300 in products to Corningin the
last three fiscal years. Both Cabot Corporation’s sales to and purchases
from Dow Corning Corporation (“DCC”) were below $60,200,000 for
each of the last three fiscal years. DCC, which is 50% owned by each
of Corning and The Dow Chemical Company, is not controlled by
Corning, and has a separate board of directors.

In determining that each of each of Messrs. Brown, Canning, Cummings,
Martin, Tookes and Wrighton's above relationships are not material, the
Board considered: the fact that such relationships arise only from their
position as an employee of director of the respective companies; that such
director has no direct or indirect material interest in any of the transactions
between Corning or its affiliate, as the case may be, and the respective
company; that none is a Section 16 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 a relationship would not bar
independence under the NYSE Listing Standards or Corning’s Director
Qualification Standards.

The Board concluded that based on all of the relevant facts and
circumstances, none of the above relationships constituted a material
relationship with Corning that represents a 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 ;0% owned by Corning) until her December 31, 2011 retirement, and
5o is not an independent director.

£ach member of the Board’s Audit, Compensation, and Nominating and
Corporate Governance Committees is independent within the meaning
of the NYSE Listing Standards, Securities Exchange Act Rule 10A-3 and
Corning’s Director Qualification Standards.

Commitment of our Board — Attendance at 2012 Meetings

The Board of Directors held 18 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.

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.
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Our Board Committees

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 committee’s written

Audit

charter, as reviewed annually and adopted by the Board of Directors, is
available on Corning’s website at www.corning.com/investor_relations/
corporate_govemance/board_download_library.aspx‘

The Committee memberships below are as of February 7, 2013.

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 (i) the integrity of
Corning’s financial statements, (i) the internal auditors’ performance,
and (iii) Corning’s 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 Corning’s independent registered public
accounting firm;

Reviews and discusses with the independent registered public accounting
firm and the internal auditors the effectiveness of Corning’s 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

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 may
be material to Corning, as well as major legislative and regulatory
developments that could materially impact Corning’s contingent
liabilities and risks;
Oversees the independent registered public accounting firm’s
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.

The Board of Directors has determined that three members of the Audit Committee, Mr. Landgraf and Drs. Ruding and Wrighton, qualify as Audit

Committee Financial Experts.

Compensation

The Compensation Committee met nine times during 2012. The current
members of the Compensation Committee are Dr. Rieman (Chair) and
Messrs. Brown, Clark, Gund, Landgraf and Tookes. The Compensation
Committee:

Reviews Corning’s goals and objectives with respect to executive
compensation;
Evaluates the CEO's performance in light of Corning’s goals and objectives;
Determines and approves compensation for the CEQ 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 Corning’s 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 by the Compensation
Committee. The Compensation Committee has administrative and/or
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oversight responsibility to compensate key executives effectively and in a
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 a review and comment on its total compensation program for
executives. The independent expert supports the Committee by providing
data regarding market practices and makes recommendations for changes
to plan designs and policies that are consistent with the Company’s
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
toattend 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 Committee’s recommendations on executive compensation to
the Board. The Company’s 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,



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
Company to ensure that the independent compensation expert maintains

Corporate Relations

Corporate Governance

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 Executive Committee met seven times during 2012. The current
members of the Executive Committee are Messrs. Weeks (Chair), Canning,
Clark, Cummings, Flaws, Landgraf and Tookes. All other directors are
alternate members of the Executive Committee. The Executive Committee
serves primarily as a means of taking action requiring Board approval
between regularly scheduled meetings of the Board. The Executive

Finance

Committee is authorized to act for the full Board on matters other than
those specificaily reserved by New York law to the Board. In practice, the
Executive Committee’s actions are generally limited to matters such as
the authorization of corporate credit facilities, borrowings and pricing of
Corning’s public offering of securities, and specific transactions for which
the Board delegates its authority. -

The Finance Committee met eight times during 2012. The current members
of the Finance Committee are Messrs. Cummings (Chair), Canning, Flaws
and Martin and Drs. Burns, Ruding and Wrighton. The Finance Committee:

+ Monitors present and future capital requirements of Corning;
+ Reviews all material transactions prior to execution;

- Reviews potentials mergers, acquisitions, divestitures and investments
in third parties;

Nominating and Corporate Governance

« Reviews Corning's exposure to financial, economic and hazard risks;
« Monitors Corning’s cash management plans and activities;

+ Reviews Corning'’s tax position and strategy;

+ Reviews and monitors Corning's'credit rating; .

« Reviews funding actions for Corning’s pension programs; and

+ Reviews Corning’s financial plans and other financial information that
Corning uses in its analysis of internal decisions.

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 Gavernance 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 of an incumbent director who failed to receive a majority of
the votes cast in an election that is not a result of a contested election
pursuant to the Company’s 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 Board's 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 a preliminary
assessment of each candidate based upon his/her résumé 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 a series of interviews. At the conclusion of the process, if
it is determined that the candidate will be a 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 a 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 a
candidate, please forward the candidate’s name and a detailed description of
the candidate’s qualifications, skills and experience, a document indicating
the candidate’s willingness to serve and evidence of the nominating
shareholder’s ownership of Corning’s shares to: Corporate Secretary,
Corning Incorporated, One Riverfront Plaza, Corning, New York 14831.
A shareholder wishing to nominate a candidate must also comply with
the notice requirements described above under the question “How Do |
Submit A Shareholder Proposal For, Or Nominate A Director For Election
At Next Year's Annual Meeting?”
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Proposal 2

An Advisory Vote to Approve Executive

Compensation (Say-on-Pay)

Our Board of Directors is requesting that shareholders approve the
compensation of our Named Executive Officers as disclosed, pursuant to
Item 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

« 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.

Last year, Corning received approximately 95% shareholder support from
the non-binding Say-on-Pay advisory vote. We view this as an affirmation
of our current pay practices. As a result, few changes were made to our
executive compensation program in 2012, although improvements were
implemented.

Share Price Performance and Pay Alignment

In addition, the Company annually visits with our largest investors to
understand their expectations and discuss various matters related to
Corning. During 2012, we met with over 70% of our top institutional holders
on multiple occasions, none of whom raised executive compensation-
related concerns.

Corning’s 2012 total shareholder return — including the reinvestment of
dividends - was slightly negative. While we are disappointed with this
result, we believe this is not an accurate reflection of the intrinsic value
of the Company. Further explanation can be found in the Compensation
Discussion & Analysis (“CD&A”) which includes a summary of 2012
business highlights.

Compensation Program

During 2012, we targeted CEO compensation at the median of our peer
group. Through strong execution, our financial results exceeded our targets
that were set and agreed to during a rigorous goal setting process. As a
result, our performance-based incentive plans paid out above target.

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, Corning’s “pay for
performance” philosophy forms 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
Analysis—Executive Summary” for an overview of the compensation of
Corning’s NEOs.

The Compensation Discussion and Analysis portion of this proxy statement
contains a 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 a compensation
program deserving of shareholder support.

}
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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 Company’s 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 (Iltem 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 a vote FOR
the resolution approving the compensation of
our Named Executive Officers.
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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 for the oversight and administration of executive compensation at
Corning (“we”, “us”, “Corning” or the “Company”). The Committee approves
the principles guiding the Company’s 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 our Equity Investments

Chairman, Chief Executive Officer (‘CEO”)
and President '
Vice Chairman and Chief Financial Officer
Executive Vice President and Chief
Administrative Officer

Executive Vice President, Strateqy

and Corporate Development

Senior Vice President and Operations Chief
of Staff

To assist shareholders in finding important information, we call you
attention to these sections:

‘Wendell P. Weeks
James B. Flaws

Kirk P. Gregg
Lawrence D. McRae

Jeffrey W. Evenson 7 )

+ What's New in 2012 page 23
- 2012 Corporate Performance Highlights page 24
« Our Peer Group for the 2012 Compensation Review page 31

In addition, our Summary Compensation Table can be found on page34.

Throughout this CD&A, we refer to our Adjusted EPS, Adjusted NPAT and
Adjusted Operating Cash Flow, which are non-GAAP financial measures.
Appendix A to this proxy statement contains a reconciliation of such
non-GAAP measures.

Corning is a 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 Corning's reported
net income reflects our 50% ownership share of the earnings of these
equity investments — 47% of our net income was derived from these equity

What’s New in 2012

affiliates in 2012 — our reported net sales do not include our propdttionate
50% share of the net sales of these entities. The combined 2012 sales
for these two global companies totaled more than $9 billion; Corning’s
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 Corning’s consolidated net profit
and cash flow, management allocates a significant amount of time and
resources to the stewardship of these companies. Therefore, Corning is
a “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 95% of votes
cast supported Corning’s executive compensation program. Management
and the Committee reviewed our shareholders’ affirmative vote for the
2012 Say-on-Pay resolution and believe it to be a strong show of support
for Corning’s 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 a 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 alt 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 1, 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 2 times
base salary plus target bonus. Of our current NEOs, only Dr. Evenson
is impacted by these changes, since alt other NEOs have agreements
that were in place prior to July 2004;

. Announced our plans to permanently move our annual base salary
review date for executive and non-executive salaried employees from
January 1and April 1, respectively, to July 1; and

- Clarified our desired CEO target pay position with the Committee to be
market median. Mr. Weeks' current target total 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.

CORNING INCORPORATED - 2013 Proxy Statement

23



Compensation Matters

2012 Corporate Performance Highlights

We entered 2012 knowing that it was going to be a difficult year. In 201, the
company experienced a significant drop in net income, driven by declining
prices for liquid crystal display glass, lower earnings at our equity ventures,
and a 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 a toll on
the Company’s 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 a 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 goatls 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 Corning’s 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 a $1.5 billion repurchase program that
totaled 111 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 a 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)

$3,835

$3,189 $3,206

2009 2010 2011 2012

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 a 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 80% 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 a significant percentage of gross margin back into
RD&E enabling investments in innovation. We currently have several
innovation programs that have exciting potential to create significant
incremental revenue and earnings growth in the fiture.

- With the acquisition of Discovery Labware, Corning Life Sciences will
approach its goal of achieving $1 billion in sales, providing better balance
for the Company.

*+ We increased our common stock dividend per share by 20%, from $0.075
per quarter to $0.09 per quarter starting in the 4 quarter of 2012 after
having increased the dividend by 50% in 2011.

* We completed a $1.5 billion stock buy-back program.

Although our 2012 financial performance was down compared to 20w, 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:

Dividends Declared
Per Share

$0.32

$0.23

2009 2010  20Mm 2012

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 a significant increase year over year.
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GAAP Net Sales GAAP Net Income GAAP EPS
($ millions) ($ millions)
$3,558 $2.25

$1.77

$2,805

$1.28 -

- $1.15

2009

2010 20Mm

2009

2012

2010

201 2012 2009 2010 20M 2012

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 Company’s 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, Corning’s “pay for performance” philosophy forms
the foundation for all decisions regarding executive compensation made
by the Committee.

Corning uses a rigorous goal setting process which includes both business- .

driven and corporate “top down” reviews. We expected 2012 to be a
challenging year, especially in our Display business and at our equity
companies, and we budgeted for performance to be down in 2012 compared
to 20m. Our financial results have been better than expected, and, as a
result, our variable compensation paid reflects that result.

The following factors illustrate the alignment of our 2012 pay with our 2012
performance:

A modest base salary increase of 3%, which was in line with general
industry trends, and in line with our merit budget for all salaried employees;

NEOs’ 2012 bonus and long-term incentive targets in 2012 were flat,
compared to 2011;

2012 Adjusted NPAT resulted in actual bonuses being earned at 124% of
target for NEOs (after a payout equal to 10% 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 NEOs (after a
payout equal to 60% of target for 20m);

Given our year-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 a $1.5 billion share repurchase program
and increased our quarterly dividend by 20%. Since our executives hotd
a 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 81% 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 the year are met.
The value of the remaining long-term incentive components, stock options
and restricted stock units, depend directly on our stock price performance.

CORNING INCORPORATED - 2013 Proxy Statement

25



Compensation Matters

CEO Pay Mix

# 2012 Target Base Salary

12%

18% 65%

£ Annual Performance Incentive Plan & GoalSharing

Actual Compensation and Performance

160%
140%

120%

100% :‘:‘\

NEO Actual v. Realizable Pay

All Other NEO's Pay Mix

19%

@ Target Long-Term Incentive

80%

60%

Percentage of Target

40%
20%

0%

J

2010
TSR :1.2%

conclfpuen TArget Pay

(1) Target Pay is total direct compensation —(2) Actual Pay is total earned compensation (3)
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

f
20m
TSR : (31.9%)
melffpuerss - REGlIZGDIE Py

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.

1
2012
TSR : {0.3%)

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 Program-Elements of Compensation

Executive Compensation Philosophy—Key Principles

The goal of the Company’s 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 a Competitive Base Salary: The Committee does not believe that
alt of an NEO's annual compensation should be at risk. As a result, the

« Pay for performance: Executive Compensation should reward performance
and contribution to both short-term and long-term corporate financial
performance and shareholder value.

« Team-Based Management Approach: Corning uses a team-based
management approach, s0 100% of incentives awarded to NEOs

are contingent on achieving a common set of goais for Corning'’s
consolidated financial performance or the performance of Corning

Company pays a competitive base salary to each Named Executive Officer.
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« Incentive Compensation Should be a Greater Part of Total Compensation
for More Senior Positions: As our employees 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.

Compensation Matters

+ 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 NEOs:

2012 Award Opportunity
for NEOs

2012 Compensation Element
and Objectives

2012 Performance Metrics
and Results

2012 Award Earned
by NEOs

_NEOs Base Salaries range from

Base Salary —Fixed Pay. . ( s
- $438,000 t6 $1.2 million

Togttract and retaintalent

s

The Committee does not believe that all of a NEO's compensation
should be at risk R

Target is 140% of base salary for
the CEO; for all other NEOs awards
range from 65% to 9o%
Opportunity can range from 0% to
200% of target awards

Annual Cash Bonus —
Performance Incentive Plan (PIP)
Rewards short-term corporate
performance

Adjusted Net Profit After Tax of 124% of target opportunity earned .

$1,934 million
2012 target was $1,716 million

To be paid March 2013

Annual Cash Bonus —
GoalSharing

—all employees eligible
Reinforces team-based culture

Target is 5% of base salary
Opportunity can range from 0% to
10% of salary ATt

Weighted average of over 100
GoalSharing Plans in place at
Corning

6.26% of base salary

To be paid February 2013 =

Corporate Performance Plan —
Cash Performance Units (CPUs)
(represents 50% of annual long-
term incentive opportunity)
Goals are focused on measures
that support the longer-term
success of the Company -
generating cash and improving

Cash performance unit target
awards range from $550,000 to
$3.5 million

Opportunity can range from 0% to
150% of target awards

Adjusted EPS of $1.28; 2012
target was $1.15

Adjusted Operating Cash Flow
of $3,767 million; 2012 target
was $2,990 million

117% of target opportunity earned,
resulting in actuat awards ranging from
$643,000 to $4.10 million for the NEOs

EPS
Corporate Performance Plan — Térgét grant date fair value of "7 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-  $275,000 to $1.75 million
term incentive opportunity)

Reward long-term shareholder

Valuecreation™ =~

of Corning stock and cannot be
assessed until exercised

year ranged from-approximately
$262,000 to $1.67 million
Vest after a three-year period

Stock option awards are currently
underwater— no current value

Target grant date fair value of
restricted stock units range from
$275,000 to $1.75 million
Realized value based, in part, on
market performance of stock

Corporate Performance Plan —
Restricted Stock Units®
(represents 25% of annual long-
term incentive opportunity)
Reward long-term shareholder
value creation and encourage
retention

Actual value realized depends
on future market performance
of Corning stock and cannot be
accurately assessed

until vested

Actual grant date fair value ranged from
approximately $275,000 to

$1.75 mitlion

Vest after a 3-year period

Values at December 31, 2012 range from
$266,000 to $1.69 million due to decline in
stock price at fiscal year end

(1) 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 3, 2012; 1/3 of the total option grant award on
February 1, 2012; and 1/3 of the total option grant award on March 1, 2012. For the past nine years, the Committee has staggered the grants of
stock options to avoid basing awards on a single grant date. The Committee believes that this practice is fair and equitable given the historical

volatility of Corning’s stock price.

(2) 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 20m.
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 $0.8 million
in 2013. These payments were designed to replace short- and long-term
incentives forfeited by Dr. Evenson as a result of accepting Corning’s
offer of employment. These payments are not tied to any performance,
but require Dr. Evenson’s continued employment with Corning, as future
payments are forfeited if he voluntarily leaves prior to the vesting dates.

in January 20m,the Committee approved a 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 a cash payment of $1.5 million on
April 1, 2012. He will be eligible to receive an additional cash payment on
April 1,2013, s0 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 0r 2012.
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Pay for Performance — Goal Setting Process
for Annual Short- and Long-term Incentives

Corning has a 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 a whole or the markets
in which we operate, we do not reset our annual goals or bonus targets
once they aré approved. In 2012 our plan included a 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 (100% of target payout) was established
at 2012 budget for Adjusted NPAT of $1,716 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 Corning’s tax rate in 2012 compared to 2011.) If Adjusted
NPAT met this goal for 2012, the NEOs would earn 100% of their target
award under the PIP.

- A“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 a 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 a 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 20m and 5% of budget used in 2010.

. The minimum performance goal (0% of target payout) was established
at 65% of our 2012 plan. If Adjusted NPAT did not exceed $1,16 million
in 2012, the NEOs would earn nothing (0%) under the PIP.

- The maximum performance goal {200% of target payout) was established
at124% of budget, or $2,166 million Adjusted NPAT for 2012. If Adjusted
NPAT met or exceeded this goal for 2012, the NEOs would earn the
maximum, 200%, 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, a significant change of $400 million -

in Adjusted NPAT would result in bonus payout adjustments of 80% to
120% of the 2012 target bonus opportunities.

2012 Compensation Metrics
For Performance Incentive Plans

$ millions Payout % Adjusted NPAT
MAXIMUM 200% $ 2,166
150% $ 2,066
120% $ 1,916
TARGET 100% $ 1,06
80% $ 1516
50% $ 1,283
MINIMUM : 0% - $ 116

For 2012, Actuat Adjusted NPAT of $1,934 million exceeded the Adjusted
NPAT goal, resulting in cash payouts of 124% of target awards for each
Named Executive Officer.
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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:
(1) Adjusted Earnings Per Share (“EPS”) and (2) Adjusted Operating Cash
Flow. The minimum (0%), target (100%), and maximum (150%) levels for
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 Flow
MAXIMUM 150% $ 145 $ 3305

125% $ 138 $ 3,235
TARGET 100% $ 115 $ 2,990

75% ¢ 098 $ 2815

50%  $ 086 $ 2681
MINIMUM 0% $_ 075 $ 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 a result, we use a one-year
performance period, subject to an additional two-year vesting period,
if earned.

Actua! results for 2012, at $1.28 of Adjusted EPS (115% of target) and
$3,167 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 by the 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 ddjustments approved in prior years. These adjustments are
intended to eliminate potential windfalls or penalties 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 CD&A, we refer to our Adjusted EPS, Adjusted
NPAT and Adjusted Operating Cash Flow, which are non-GAAP financial
measures. Appendix A to this proxy statement contains a reconciliation
of such non-GAAP measures.

Upon the Committee’s review and approval at the beginning of the
year, the following special items were excluded from reported results
to calculate incentives for 2012: (i) one-time charges from financing
activities; (i) gains/losses on debt buybacks, (iii) fluctuations in foreign
exchange rates for Japanese Yen and Korean Won outside a specified
range; (iv) restructuring or impairment charges and credits; (v) non-



operating gains and losses; (vi} bankruptcy-related charges at Dow
Corning or any-impact of Pittsburgh Corning settlements that causes
a variance to budget, (vii) tax/accounting changes; (viii) discontinued
operations, (ix) extraordinary gains/losses; (x) 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

Compensation Matters

cause a variance from budget; (xiii) the impact of release of valuation
atlowance on deferred tax assets; (xiv) any foreign currency translation
impact on intercompany balance sheet accounts; and (xv) restructuring
or impairment charges and credits, other non-operating gains and losses
considered a “special event” for external reporting purposes. Corning had
adjustments in several of these areas in 2012.

2012 Non-GAAP reconciliations

NPAT EPS Cash Flow

2012 Reported Results 1728 115 13,206
Pittsburgh Corning settlement charges 9 0.01

Loss on repurchase of debt 7. 001

SCP asset impairments 18 - 0.0

Dow Corning restructuring and impairment of assets 3 . 7 0.05

Dow Corning contract settlement (9) (0.01) o
Impact of Discovery Labware Acquisition 2 0.01 C 8
Restructuring, impairment and other credits 91 0.06 15
Tax law changes 41 G003 e o 1 o D
Korean Won FX collar (KRW 1126 vs. Collar at 1000 - 1100) (12) (0.01) 8
‘FX at Corning Treasury Services ‘ " S (70)
Translation capital gain (52) (0.03)

Adjusted 2012 Results 1,934 128~ 3167

As a result of these adjustments for 2012, Corning’s Adjusted NPAT of
$1,934 million was $206 million higher than Corning’s reported GAAP
NPAT of $1,728 million. Corning’s Adjusted EPS of $1.28 was $0.13 higher
than Corning’s reported GAAP EPS of $1.15. Corning’s Adjusted Operating
Cash Flow of $3,67 million was $39 million lower than the Company's
GAAP Operating Cash Flow of $3,206 million. A reconciliation of our
non-GAAP financial measures to GAAP financial measures can be found
in Appendix A 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 by tax
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 NEOs are eligible for
the following additional perquisites and other benefits:

Executive Supplemental Pension Plan (“ESPP”): We maintain a 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 a retirement benefit under our ESPP at
a 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 $1,000,000) under the ESPP may commence
an unreduced pension from age 55 to 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 10 or more years of service to be
vested under this plan. All of the NEOs 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”.

We maintain an ESPP to:

+ Reward and retain the long-service individuals who are critical to
executing Corning’s 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 a vital component of Corning’s long-term success.

Provide a 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 Campany
believes that providing a 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.

.

Executive Allowance Program: In 2012, we provided the NEOs 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 a low percentage of total usage. The
Committee believes that a weli-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 a 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 NEQs, are eligible for an annual physical exam.

Executive Severance Agreements: We have entered into severance
agreements, or have committed to enter into a 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 executive’s
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
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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”.

Executive Change-in-Control 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 a 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 a 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 a double trigger severance
provision {i.e, the executive’s employment must be terminated following
a change in control). Additional details about the 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 a 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 1, 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 2 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 authority to retain and terminate a compensation
consultant, and to approve the consultant’s 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 Aon 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 Corning’s general
employee population, affect the independent advice that the Committee
receives from its consultant related to executive compensation.

In 2012, fees for Aon Hewitt totaled $488,049, of which $57,649 was

related to compensation consulting services provided to the Committee

by its independent consultant. Of the remaining fees, approximately

$240,000 for insurance-related services and brokerage fees in multiple

countries, $179,000 related to services provided in China for Leadership

Development, and $11,000 related to the purchase of salary surveys.
The consultant advises the Committee on all matters related to the
compensation of the NEOs and assists the Committee in interpreting the
consultant’s 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 NEOs 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 market trends and practices
and provide informed opinions regarding Corning’s compensation
practices, policies and executive pay levels based on the consultant’s
experience;

- Review and provide feedback to recommendations developed by Corning's
Senior Vice President, Global Compensation and Benefits, and provide the
consultant’s opinion on the annual pay levels established for Corning’s
CEO and other NEOs, and the Peer Group used for benchmarking CEO
pay level and pay practices, in general;
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- Review and provide feedback to any changes proposed to any Corning
plan or agreement that affects any member of Corning’s 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 6 independence factors required for consideration under new
SEC rules;

. Aon Hewitt currently provides no other consulting services (other than
some Leadership Development consulting in China) to Corning, and
the Committee’s 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% of Aon
Hewitt’s annual revenue.

In September 2012 the Committee Chair met with management,
management's executive compensation consultant (Frederic W. Cook
& Company, Inc.) and the Committee’s consultant to review Corning’s
executive compensation programs, planned 2013 compensation
approach and executive compensation trends. The Committee
conducted an independence review of Frederic W. Cook & Company,
Inc. and, found management’s 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

Corning’s Senior Vice President (“SVP"), Global Compensation and Benefits,
working closely with other members of Corning’s 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.



The SVP, Global Compensation and Benefits formulates each element of
the targeted total compensation recommendations for all of the NEOs 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 CEO’s compensation is not discussed or
reviewed with the CEO prior to the Committee’s review and the CEQ is
not present when the SVP, Global Compensation and Benefits reviews
the CEO compensation recommendation with the Committee.

The Committee receives management’s 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 CD&A; however, he is also provided with copies of Committee
meeting materials that are mailed in advance to all Committee members
as well as a 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 S&P 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
a variety of manufacturing and service industries that are similar in size
or have similar characteristics to Corning (the “Peer Group”).

Corning is a 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 Corning’s equity affiliates to our
results adds further complexity to the identification of a 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 a 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 over time, did not result in a stable peer
group from year to year.

Compensation Matters

We engaged both management’s compensation consultant as well as
the Committee’s 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 0.5x and 2.1x Corning’s revenues.
As a 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 Corning’s business in the Display
Technologies segment. As a 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 Corning’s reported revenues are lower than the $10.5 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 Corning’s share of the net income from these
entities is included in Corning’s reported earnings, but its share of the
entity revenues is not included in our reported revenues.

Corning uses peer groups solely as a reference point, and in combination
with broader executive compensation surveys, to assess our CEO’s 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
CEO’s pay level is fairly positioned, at target, near the median of the market
(for 2012, our CEQ’s 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 a reference point with internal equity compared
to the CEO for the non-CEO NEOs being a more important consideration
in establishing a base salary and total direct compensation for non-CEQ
NEO'’s and executives. As a 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.

Corning’s Peer Group is:

Medtronic Inc.
Monsanto Company
Motorola Solutions Inc.

Advanced Micro Devices
Agilent Technologies
Applied Materials Inc.

BorgWarner NetApp, Inc
Boston Scientific Corp. PPG Industries Inc
Broadcom Corp Praxair Inc

Qualcomm Inc
Rockwell Automation Inc
TE Connectivity Ltd.
Texas Instruments Inc
Thermo Fisher Scientific Inc

Cummins Inc.
Danaher Corporation
Dover Corporation
Eaton Corporation
Harris Corporation
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.

Income Before Year End Market
Revenues Extraordinary Items Total Assets Capitalization Number of Full-
Peer Group ($MMs) ($MMs) {SMMs) ($MMs) Time Employees
Median $ 10,517 $ 1,020 $ 13,929 $ 14,570 23,000
Corning’s Rank 15 of 24 30f24 4 0of 24 70f 24 10 of 24

Median total direct CEO compensation reported in the Peer Group was $9.8 million and 75" percentile total direct CEO compensation was $12.6 million,

compared to Corning’s target CEO pay of $9.95 million.

Anticipated Changes in Compensation Practices 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 1(executive merits)
and April 1(non-executive salaried merits) to July 1

- 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 a material adverse effect
on the Company. The Compensation Discussion and Analysis describes
generally the compensation policies and practices that apply to all executive
and management employees throughout the Company. Annually, a cross-
functional team with representatives from Human Resources, Legal and
Finance assesses Corning’s compensation policies and practices from a
risk-taking perspective, and reviews its conclusions with the Committee. The
2012 assessment supporting our conclusion considered, among other things:

- We have capped payout levels for annual incentives, including sales
commission plans, annual cash bonuses (at 200% of target) and cash
performance unit awards (at 150% 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 Corning'’s
management team and all eligible employees, with corporate results
impacting the compensation of all Corning employees;

- The use of a “flat spot” in our annual incentive plan that is intended
to avoid imprudent risk-taking to achieving cliff goals;

- Our stock ownership requirements for NEOs;
- The Company’s clawback and anti-hedging policies; and

- Multiple levels of review and approval of awards, including Compensation
Committee approval on all officer compensation proposals.
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- cash performance units awarded in February rather than 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 a reload feature remain outstanding.

“Clawback” Policy

Since 2007, we have had a 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 a
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 NEOs and directors are subject to stock ownership guidelines. All NEOs
or directors in their role for at least 5 years meet or exceed the ownership
requirement. In 2012, the Committee increased the guidelines for the
CEO’s stock ownership from 5 times to 6 times base salary. The ownership
guidelines are as follows:

Chief Executive Officer
NEOs other than the CEO
Non-employee Directors

6x Base Salary
3x Base Salary
sx Annual Cash Retainer




Anti-Hedging Policy

We have a policy that 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 a policy that prohibits any member of the Officer Group or any
director from holding Corning stock in a margin account or pledging
Company securities as collateral for a loan.

Compensation Deductibility

As a matter of practice, the Committee generally intends to set performance-
based goals annually under the Company’s 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 162(m) 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 Company’s
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 Corning’s 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

Compensation Matters

with our shareholder’s best interests. Corning’s 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 162(m) to ensure
that compensation paid under those programs is deductible.

Accounting Implications

In designing our total compensation and benefit programs, we review the
accounting 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 a 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 Company’s website.

The Committee has reviewed and discussed the foregoing CD&A with
management. Based on our review and discussions with management,
we recommended to the Board of Directors that the CD&A 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 D. Rieman, Chairman
John Seely Brown

Richard T. Clark

Gordon Gund
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Summary Compensation Table

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.

Change in
Pension
Value And
Nonqualified
Non-Equity Deferred
Stock Option  Incentive Plan Compensation All Other
Salary Bonus Awards®  Awards® Compensation® Earnings®  Compensation® Total
Named Executive Officer _ Year {$) (O ($) {$) {$) ) ($) ()
Wendell P. Weeks 2012 197,308 0 1749994 1,668,623 6265910 1,193,672 572,297 12,647,804
Chairman, Chief 201 1,167,154 0 1749994 1707225 2,323,076 2913618 - 472,465 10,333,531
Executive Officer and
President 2010 1,069,423 0 0 1130269 6,724,681 2,012201 42914 - 11,365,689,
James B. Flaws 2012 901,731 1,500,000© 874,997 834,314 3,118,847 1,970,034 174,533 9,374,456
\C/:‘efcpa'fm?”l ; ”ffq 2011 880,923 0 799,993 780,440 1,083,921 928,884 250,896 4,725,056
etrmancialimeer — Hoi0 852,731 0 0 530539 3532329 1,126,535 238,876 6,281,010
Kirk P. Gregg 2012 634,885 0 500,006 476,749 13805264 1,747,802 133,278 5,297,985
Executive Vice President 2011 620,231 0 499,995 487775 677,936 992,443 168,805 3,447,184
and Chief Administrative : )
Officer 2010 600,115 0 . Q374839 2447897 983,105 161,458 4,567,415
Lawrence D. McRae 2012 612,885 0 500,006 476749  1783,427 1,237,468 62,315 4,672,849
Executive Vice President, 2011 598,269 0 437494 426816 597,180 1,619,219 70,530 3,749,508
Strategy and
Development
Jeffrey W. Evenson 2012 434500 800,000 275001 262213 1023947 94,851 479,849, 3,370,360
Senior Vice President and 01y 220,673 1,600,0007 162503 154,986 221590 27,254 482,535 2,869,541

Operations Chief of Staff

(1) Amounts in this column reflect the 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 Company’s audited financial statements for the fiscal year ended December 31,2012 included in the Company’s 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.

(2) 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 Company’s audited financial statements for the fiscal year ended December 31, 2012 included in the Company’s 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.

(3) Amounts in this column reflect combined cash bonuses and cash performance units. All of the annual cash bonuses paid to the Named Executive
Officers are performance-based. Cash bonuses are paid annually through two plans: (i) GoalSharing; and (i) the Performance Incentive Plan.
Awards earned under the 2012 GoalSharing plan were 6.26% of eéach Named Executive Officer’s 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 a 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:

Actual 2012 PIP Actual 2012 2012
Year End Base 2012 Performance 2012 GoalSharing GoalSharing
Salary PIP Target Results PIP Award Performance Award
Named Executive Officer ($) % (% Target) ($) % (%)
Wendell P. Weeks 1,207,000 140% 124% 2,095,352 6.26% 75,558
James B. Flaws 909,000 90% 124% 1,014,444 6.26% 56,903
Kirk P. Gregg 640,000 75% 124% 595,200 6.26% 40,064
Lawrence D. McRae 618,000 75% 124% 574,740 6.26% 38,687
Jeffrey W. Evenson 438,000 65% 124% 353,028 6.26% 21,419

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 17% 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:
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Actual 2012 CPP

2012CPP Target -~ Performance 2012 CPP Award
Named Executive Officer Award ($) Results % {$)
Wendell P. Weeks e e ST T 3800,000 % 4,095,000
James B. Flaws 1,750,000 7% 2,047,500
KirkP,Gregg . N . 1,000,000 7% 1,170,000
Lawrence D. McRae - » 1,000,000 7% 1,170,000
Jetfrey W.Evenson . ... e o 550000. 7% 643,500

(4) Amounts in this column reflect the increase in the actuarial present value of the Named Executive Officer's 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
Company'’s 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 a significant decrease in the actuarial discount rate used to value these amounts in each of the three years shown. Specifically the discount
rate decreased 100 basis points from 4.75% to 3.75% from 201 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 60, respectively, as more
fully described under “Retirement Plans - Supplemental Pension Plan and Executive Supplemental Pension Plan”.

(5) 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
onQualified  on Supplemental Personal Aircraft Home Security Other
401(k) Plan Investment Plan Rights Costs Relocation Perquisites  TOTALS
Named Executive Officer  Year ($) {$) ($) @ ($)® ($) ($) &0 ($)
Wendell P. Weeks 2012 9,262 78,446 87,356 391,865 0 5,368 572,297
20m 9,057 200,390 81,550 172,946 0 8,523 472,465
2010 9,057 169,658 85,241 159,843™ 0 5315 429,114
James B. Flaws 2012 13,894 49,440 81,414 23,378 0 6,407 174,533
20m 13,585 129,258 78,272 23,759 0 6,022 250,896
. 2010 13,585 111,649 77,657 30,670 0 5,315 238,876
Kirk P. Gregg 2012 10,000 ‘ 18,513 o 18,272 23,355 0 3,139 : 13?}278
20m 9,778 52,947 81,960 23,759 0 361 168,805
2010 9,778 45360 75,335 30,670 0 315 161,458
Lawrence D. McRae 2012 15,437 0 23,154 23,355 0 368 62,315
2011 15,129 0 31,281 23,759 0 361 70,530
Jeffrey W. Evenson 2012 10,000 8,424 37,702 23355 400,000 368 479,849
2011 - 8827 . c 0 23,768 13,291 436,289% . . 361 - 482,535

() The Executive Allowance Program is tracked on a December 1to November 30 year.
(i) These amounts include costs associated with home security.

(iti) 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 company’s 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.

(v) 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.

{6) Mr. Flaws was paid a 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.

(7) Pursuant to his compensation arrangement to join Corning, Dr. Evenson was paid cash payments of $1.6 million in 2011, and $800,000 in 2012.

(8) Cashbonuses 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 Numberof orBase Market Date Fair
of Shares Securities Priceof  Priceon Value of

Named Date of of Stock Underlying Option Dateof Stock and
Executive Grant Committee Threshold® Target® Maximumt orUnits  Options Awards Grant Option
Officer Award Date _Action é) (#) (#) _(s/sh) ($)  Awards ()
Wendell Performance inceptive A L
P. Weeks Plan ) .n/a 0 1,689,800 3,379,600
GoalSharing Plan n/a 0 60,350 120,700
Cash Performance Units ~ 1/3/12 13/12 0 3,500,000@ :: 5,250,000
Time-Based Restricted
Stock Units /312 1/3/12 134,202 13.04. 1,749,994
Stock Options 17312 17312 ' Sl 11,835 13.04 13.04 556,206%
Stock Options 2112 /312 13,049 1290 12.90 556,208
Stock Options 3/1/12 1/3/12 ) ' 112,439 1297 1297 556,2099
James Performance Incentive
B.Flaws Plan n/a 0 818,100 1,636,200
GoalSharing Plan "‘n/a 0 . 45450 90,900 .
Cash Performance Units - 1/3/12 1/3/12 0 1,750,000 2,625,000
Time-Based Restricted : }
Stock Units /312 1/3/12 67,101 13.04 874,997%
Stock Options 1/3/12 1/3/12 55,918 13.04 13.04 278,106
Stock Options 2112 - 1312 ] ; Atkent s : 56,525 12.90 12.90 278,106¢
Stock Options 3/1/12 1/3/12 56,219 12.97 12.97 278,102¢
Kirk * Performance Incentive # ' il Lot e T
P.Gregg Plan ’ n/a 0 480,000 -:960,000
GoalSharing Plan n/a 0 32,000 64,000
Cash Performance Units ~ 1/3/12 1/3/12 0 1,000,000 1,500,000

Time-Based Restricted

Stock Units 1/3/12 1/3/12 38,344 13.04 500,006
Stock Options 1/3/12 1/3/12 i 31,983 13.04 304 .. 1589179
Stock Options 2/1/12 1/3/12 32,300 12.90 12.90 158,918%
Stock Options 3/1/12 1/3/12 32,125 12.97 12.97 58,9158
Lawrence Performance incentive
D.McRae Plan n/a 0 463,500 927,000
GoalSharing Plan n/a 0 30,900 61,800
Cash Performance Units ~ 1/3/12 1/3/12 0 1,000,000@  1,500,000®
Time-Based Restricted ' e - - o
Stock Units /312 1/3/12 : : 38,344 13.045" 500,006
Stock Options /312 1/3/12 31,953 13.04 13.04 158,917¢)
Stock Options 2/112 1/3/12 e 32,300 1290, 12,90 ., . .158,918%
Stock Options 3/1/12 1/3/12 32,125 12.97 12.97 158,915
Jeffrey  Performance Incentive B - i e e : e s
w. Plan n/a 0 284,700 569,400
Evenson  Goaisharing Plan n/a 0 21900 43,800
Cash Performance Units - 1/3/12 1/3/12 0 . 550,000%. .- .825000%
Time-Based Restricted
Stock Units 1/3/12 1312 21,089 13.04 275,001@
Stock Options 1/3/12 /3712 ; 17,574 13.04 13.04 .- 87,4049
Stock Options 2112 1/3/12 : 17,765 1290 1290 87,405%
Stock Options 3/1/12 1/3/12 17,669 12.97 12.97 87,4045

(1) Amounts shown in these columns reflect the award amounts under (i) the Company's 2012 Performance incentive Plan (PIP), (ii) 2012 GoalSharing Plan and
(ili) the cash units under the 2012 Corporate Performance Plan. Awards under these plans are paid in cash. If the threshold level of performance is not met
then the payout will be 0%. If the target amount of performance is met for GoalSharing and PIP, then payout is 100% of the target award. If the maximum
level of performance is met for GoalSharing and PIP then payout is 200% of the target award. These amounts are based on the individual’s 2012 year-end
base salary and bonus targets.

(2) This amount reflects target amount of cash performance units that were approved for such Named Executive Officer on January 3, 2012 under the 2012
Corporate Performance Plan. Actual awards granted for these cash units may range from 0% to 150% of the target award.

(3) This amount reflects maximum (150% of target) amount of cash performance units that were approved for such Named Executive Officer on January 3,
2012 under the 2012 Corporate Performance Plan. Actual awards earned for these cash units may range from 0% to 150% of the target award. Awards
earned are subject to additional time vesting and will be paid in March 2015.

(4) 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 of the Summary
Compensation Table. Stock awards vest 100% three years after grant date.
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Outstanding Equity Awards at Fiscal Year-End

Compensation Matters

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 a market value of $12.62 a share (the NYSE closing price of the Company’s stock on December 31, 2012).

Option Awards Stock Awards
Equity Incentive Equity
Number of Plan Awards: Market Incentive Incentive .
Numberof  Securitles Number of Number Valueof Plan Awards: Plan Awards:
Securities ~ Underlying Securities of Shares  Sharesor  Numberof Market Value
Underlying  Unexercised Underlying orUnitsof  Units of Unearned  of Unearned
Unexercised  Options Unexercised Option Stock That Stock That SharesThat Shares That
Named Options Unexer- Unearned Exercise  Option HaveNot HaveNot  Have Not Have Not
Executive Grant  Vesting Exercisable cisable Options Price  Expiration Vested® Vested® Vested Vested
Officer Date Code" (#) (#) (#) ($) Date (#) ($) (#) ($)
Wendell  04/28/05 D 130,000 0 0 13.68  04/27/2015 313,645 3,958,200 o " o0
P.Weeks 12/07/05 A 161,500 0 0 2108 12/06/2015
01/02/06 B 80,750 0 0 19.68  01/01/2016
02/01/06 C 80,750 0 0 24.72 01/31/2016
12/06/06 A 136,500 0 0 21.89  12/05/2016
01/02/07 B 68,250 0 0 18.85 01/01/2017
02/01/07 C 68,250 0 0 2086 013172017
12/05/07 A 153,500 0 0 2492  12/0472017
01/02/08 B 76,750 0 0 2337 01/01/2018
02/01/08 C 76,750 0 ] 0 24.61 01/31/2018
12/03/08 D 93,334 0 o 0 8.67  12/02/2018
01/02/09 D 180,000 0 0 10.05 01/01/2019
02/02/09 D 280,000 0 0 1025  02/01/2019
12/02/09 D 65,333 0 0 17.82  12/02/2019
01/04/10 D 43,555 21,778 0 19.56  01/04/2020
02/01710 D 43,556 21,778 0 1816  02/01/2020
01/03/11 D 22,517 45,034 0 19.19 01/03/2021
02/0v/1N D 19,043 38,088 0 2269  02/01/2021
03/01/M D 19,614 39,228 0 2203  03/01/2021
01/03/12 C 0 M,835 0 13.04  01/03/2022
02/01/12 C 0 N3,049 - 0 1290  02/01/2022
03/0112 C 0 112,439 0 12.97  03/01/2022
Total 1,799,952 503,229 - ) .
James 12/07/05 A 77,000 0 0 21.08 12/06/2015 147,285 1,858,737 0 0
B.Flaws  01/02/06 B 38,500 0 -0 19.68  01/01/2016 (
02/01/06 C 38,500 0 0 24.72 01/31/2016
12/06/06 A 66,000 0 0 21.89  12/05/2016
01/02/07 B 33,000 0 0 18.85 01/01/2017
02/01/07 C 33,000 0 ) 20.86  '01/31/2017
02/13/07 A 18,932 0 0 2192 02/02/2013
04/30/07 A 23327 0 0 2372 02/02/2013
12/05/07 A 72,000 0 0 24.92 12/04/2017
01/02/08 B 36,000 0 0 2337 01/01/2018
02/01/08 C 36,000 0 0 24.61 01/31/2018
12/03/08 D 43,445 0 [¢] 8.67  12/02/2018
01/02/09 D 43,445 0 0 10.05 01/01/2019
02/02/09 D 43,445 0 0 10.25  02/01/2019
12/02/09 D 30,666 0 0 17.82 12/02/2019
01/04/10 D 20,444 10,223 0 19.56  01/04/2020
02/01/10 D 20,444 10,223 0 1816  02/01/2020
01/03/1 D 10,293 20,587 0 19.39 01/03/2021
02/01/M D 8,705 17,412 0 22.69  02/01/2021
03/01/11 D 8,966 17,933 0 22.03  03/01/2021
01/03/12 C 0 55,918 0 13.04  01/03/2022
02/01/12° C 0 56,525 0 1290  02/01/2022 :
03/01/12 C 0 56,219 0 12.97  03/01/2022
Total 702,112 245040 -
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Option Awards Stock Awards
Equity Incentive Equity
Numberof  Plan Awards: Market Incentive Incentive
Numberof  Securities Number of Number Valueof Plan Awards: Plan Awards:
Securities  Underlying Securities of Shares  Sharesor Numberof Market Value
Underlying  Unexercised Underlying orUnitsof  Units of Unearned  of Unearned
Unexercised  Options Unexercised Option Stock That Stock That SharesThat  Shares That
Named Options Unexer- Unearned Exercise  Option HaveNot HaveNot  HaveNot Have Not
Executive Grant Vesting Exercisable cisable Options Price’  Expiration Vested? . Vested® Vested Vested
Officer Date Code"’ (3#) (#) (#) ($) Date (#) ($) (#) {$)
Kirk P. 02/02/04 C 39,500 0 0 1279 02/01/2014 93,899 . 1,185,005 0 0
Gregg  05/10/05 A 15,369 0 0 14.84  01/02/2013 s
12/07/05 A 58,500 0 0 21.08  12/06/2015
01/02/06 B 29,250 0 0 19.68 “01/01/2016 Ry
02/01/06 C 29,250 0 0 24.72 01/31/2016 '
08707/06. A © 20,396 - 0 0 1832 010272013 ,* .
12/06/06 A 48,000 0 0 21.89 12/05/2016
01/02/07 B 24,000 0 0 18.85 0170172017 :
02/01/07 C 24,000 0 0 20.86 01/31/2017
02/12/07 A 19,212 0 0 2160 02/02/2013 :
08/03/07 A 10,284 0 0 2354  02/02/2013
12/05/07 A 51,000 0 0 2492 12/04/2017
01/02/08 B 25,500 o] 0 23.37 01/01/2018
02/01/08 C 25,500 0 0 2461 .01/31/2018 G b e
12/03/08 D 62,000 0 0 8.67 12/02/2018
01/02/09 D 62,000 0 0 10.05 01/01/2019
02/02/09 D 62,000 0 0 10.25  02/01/2019
12/02/09 D 21,666 0 Q 17.82 12/02/2019 s
01/04/10 D 14,444 7223 0 19.56  01/04/2020
02/0¥/10 D 14,444 7,223 0 18.16  02/01/2020
017/03/Mm D 6,433 12,867 0 19.19 01/03/2021
02/0¥1 D 5,441 10,882 0 2269  02/01/2021
03/0v/1 D 5,604 11,208 0 2203 03/01/2020
01/03/12 C 0 31,953 0 13.04  01/03/2022
02/01112 c 0 32,300 0 1290 02/01/2022
03/0112 C 0 32,125 0 1297  03/01/2022
Total 673,793 145,781
Lawrence 12/07/05 A 22,500 0 0 21.08  12/06/2015 81,642 .. 1,030,322 0 . 0
D.McRae 01/02/06 B 1,250 0 0 19.68  01/01/2016
02/01/06 C 1,250 0 0 2472 01/31/2016
12/06/06 A 21,000 0 0 21.89 12/05/2016
01702/07 B 10,500 0 0 18.85 01/01/2077
02/01/07 C 10,500 0 0 20.86 01/31/2017
12/05/07 A 25,000 0 0 2492 12/04/2017 '
01/02/08 B 12,500 0 0 23.37 01/01/2018
02/01/08 C 12,500 0 0 24.61 01/31/2018
12/03/08 D 17,000 0 0 8.67 12/02/2018
01/02/09 D 17,000 0 0 10.05  01/01/2019
02/02/09 D 34,000 0 0 10.25  02/01/2019
12/02/09 D 15,333 0 0 1782 12/02/2019
01/0410 D 10,222 511 0 19.56  01/04/2020
02/01/10 D 10,222 5,112 [¢] 18.16  02/01/2020
01/03/M D 5,629 1,259 0 19.19 01/03/2021
02/0v/1 D 4,761 9,522 9] 2269  02/01/202%
03/01v/1 D 4,903 9,808 0 2203  03/01/2021
0v03/12 C 0 31,953 0 13.04 010372022
02/01/12 C 0 32,300 0 1290  02/01/2022
03/01/12 C 0 32,125 0 1297  03/01/2022
Total 256,070 137,190
Jeffrey or/ovm D 6,492 12,985 0 18.54 - 07/01/2021 .29,854 376,757 O 0
w. 01/03/12 C 0 17,574 0 13.04  01/03/2022
Evenson 012 C 0 17,765 0 1290  02/01/2022
03/01/12 C 0 17,669 0 1297  03/01/2022
Total 6,492 65,993
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(1) The company uses the following vesting codes:
A 100% Vesting 1year after grant date
B 100% Vesting 2 years after grant date
C  100% Vesting 3 years after grant date

Compensation Matters

D 1/3Vesting1year after grant date, 1/3 Vesting 2 years after grant date and 1/3 Vesting 3 years after grant date

(2) Amounts include:

(i) 88,250; 39,815; 29,500; 20,500; and o restricted share units granted to Messrs. Weeks, Flaws, Gregg, McRae and Dr. Evenson respectively, on

December 2, 2009, which vest on February 15, 2013

(i) 91,193; 40,369; 26,055; 22,798; and o restricted share units granted to Messrs. Weeks, Flaws, Gregg, McRae and Dr. Evenson respectively, on

January 3, 2011, which vest on February 14, 2014

(ii)) 8,765 restricted shares of our common stock granted to Dr. Evenson on July 1, 201, which vest July 1, 2014.
(iv) 134,202; 67,10%; 38,344; 38344; and 21,089 restricted share units granted to Messrs. Weeks, Flaws, Gregg, McRae and Dr. Evenson

respectively, on January 3, 2012, which vest on February 16, 2015.

(3) 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.
Option Awards Stock Awards
Number of Shares  Value Realized = Number of Shares  Value Realized
Acquired on Exercise  on Exercise Acquired on Vesting  on Vesting

Named Executive Officer (#) ($) (3#) ($)
Wendell P. Weeks 0 0 504,790 6,511,791
James B. Flaws 0 0 237,269 3,060,955
Kirk P. Gregg 0 0 168,740 2,176,746
Lawrence D. McRae 0 0 92,950 1,199,055
Jeffrey W. Evenson 0 0 0 0

There were no deferrals of amounts received pursuant to these awards.

Retirement Plans

Qualified Pension Plan

Corning sponsors a qualified defined benefit pension plan to provide
retirement income to Corning’s 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 by the Internal Revenue Code. Salaried and
nonunion hourly employees may also contribute 2% of pay up to the
Social Security wage base on a voluntary basis.

Corning amended its pension plan effective July 1, 2000 to include a
cash balance component. All salaried and non-union hourly employees
as of July 1, 2000 were given a choice to prospectively accrue benefits
under the career average earnings formula or a cash balance formula,
if so elected. Employees hired subsequent to July 1, 2000 earn benefits
under the cash balance formula.

Benefits earned under the career average earnings formula are equal
t01.5% of plan compensation plus 0.5% 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 5 years
of service. Unreduced benefits are available when a participant attains the

earlier of age 60 with 5 years of service or age 55 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 a lifetime
annuity with six years of payments guaranteed.

Benefits earned under the cash balance formula are expressed in the
form of a hypothetical account balance. Each month a participant’s cash
balance account is increased by (1) pay credits based on the participant’s
plan compensation for that month and (2) interest credits based on the
participant’s hypothetical account balance at the end of the prior month.
Pay credits vary between 3% and 8% based on the participant’s age plus
service at the end of the year. Interest credits are based on 10-year Treasury
bond yields, subject to a minimum credit of 3.80%. Pension benefits
under the cash balance formula may be distributed as either a lump
sum of the participant’s hypothetical account balance or an actuarial
equivalent fife 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 under the cash balance formula. Dr. Evenson is earning
benefits under the cash balance formula. Mr. Flaws is currently eligible
to retire under the plan.
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Supplemental Pension Plan and Executive Supplemental Pension Plan

Since 1986, Corning has maintained nonqualified pension plans to attract
and retain a highly-motivated executive workforce by providing eligible
employees with retirement benefits in excess of those permitted under
the qualified plan. The benefits provided under the 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 50 with
10 years of service. Participants terminating prior to fully vesting in their
ESPP benefit, but with 5 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 a lump sum payment from the ESPP.

Under the ESPP, participants earn benefits based on the highest 60
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.

A 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 A: 2.0% of average plan compensation multiplied by years of
service up to 25 years.

Formula B: 1.5% of average plan compensation multiplied by years 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) 1.0% of average plan compensation up to Social Security
covered and (i) 1.5% 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.

Pension Benefits

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 B for Mr. Flaws and Formula A for 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 55 with ten years of service. Unreduced
benefits under Formulas A and B are available when a participant attains
the earlier of age 60 with 10 years of service or age 55 with 25 years of
service, provided their accrued benefit is fess than four times the annual
compensation limitation under Section 401(a)(17) of the Code (currently
$1,000,000). Effective as of December 28, 2012, participants with accrued
benefits in excess of four times the annual compensation limitation under
Section 401(a)(17) of the Code must be age 57 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 of 1% per year by which retirement precedes
age 57 apply if the four times annual compensation limit rule noted above
is in effect for the 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. Gregg's 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 a lifetime
annuity, with six years of payments guaranteed except for benefits earned
under the cash balance formula of the SPP prior to becoming a participant
in the ESPP which is distributed as a lump sum of the participant’s
hypothetical account balance.

Under Mr. Flaws’ written agreement, Corning will purchase a 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 NEOs, including the number of years of service
credited to each such NEO, 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 Company'’s 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
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until the actual date of retirement. For example, an executive under the
ESPP formula who is age 50 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 regarding the qualified pension plan can be found under
the heading “Qualified Pension Plan”.
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Number of years Present Value of Payments During
Credited Service Accumulated Benefit  Last Fiscal Year
Named Executive Officer Plan Name (#) ($) (3)
Wendell P. Weeks Qualified Pension Plan 30 1,449,947 0
ESPP 250 18,416,659 0
James B. Flaws Qualified Pension Plan 40 1,944,118 0
ESPP 409 19,359,286 0
Kirk P. Gregg Qualified Pension Plan 19 558,470 0
ESPP 258 10,108,427 0
Lawrence D. McRae Qualified Pension-Plan 27 1,217,753 0" -
ESPP 250 6,793,047 0
Jeffrey W. Evenson Qualified Pension Plan 2 19,606 0
ESPP 2 102,499 0

{1) Under Formula A, years of service are capped at 25 years, in determining benefits under the ESPP.
(2) Under Formula B, years of service are uncapped with a formula of 1.5% per year in determining benefits under the ESPP.
(

3) Mr. Gregg's 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 $2,380,000. Because of the 25-year
cap on service under Formula A, implemented after Mr. Gregg was hired, some or ali of these additional years of benefit service will not enhance
Mr. Gregg's 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 riot been

provided to senior executives since this adjustment in 2002.

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

calendar year 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 calendar year, the Named Executive
Officers’ eligible earnings and final average compensation were as follows:

As of December 31, 2012
Eligible Pension  Final Average
Earnings Earnings
(6] )]

Wendell P. Weeks ‘1,420,383 2,727,870
James B. Flaws 1,025,652 1,943,444
Kirk P. Gregg ©71282000 1318653
Lawrence D. McRae 685,064 930,741
Jeffrey W. Evenson 460,607 : 430,291

Nonqualified Deferred Compensation

The table below shows the contributions, earnings and account balances
for the NEOs in the Supplemental Investment Plan. Pursuant to the
Company’s Supplemental Investment Plan, certain executives, including
the NEOs, may choose to defer up to 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 (401(k)) in which to “invest” the deferred amounts. No
cash is actually invested in the unfunded accounts under the Supplemental
Investment Plan. Deferred amounts incur gains and losses based on the
performance of the individual participant’s investment fund selections.
Participants may change their elections among these fund options. All of
our current NEOs, other than Dr. Evenson, have more than three years with

the Company, so all of the Company’s 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 5 years of service. Participants may elect to receive distributions as
alump sum payment or two to five annual installments. If a NEO leaves
the Company, prior to retirement, the account balance is distributed in a
lump sum, six-months following the executive’s departure.

No NEO withdrawals or distributions were made in 2012.
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: Aggregate
Executive Company Withdrawals/ Aggregate
Aggregate Balance  Contributions Contributions  Aggregate Earnings  Distributions Balance as of
at January 1, 2012 in 20120 in 20120 in 20128 in 2012 December 31, 2012

Named Executive Officer ($) () {$) ($) ($) ($)
Wendell P. Weeks 2,556,261 76,223 78,446 268,714 0 2,979,644
James B. Flaws 3,533,546 52,425 49,440 302,292 0 3,937,703
Kirk P. Gregg 1,403,459 27,769 18,513 138,837 0 1,588,578
Lawrence D. McRae 0 0 0 0 0 0
Jeffrey W. Evenson 0 12,636 8,424 i 847 0 21,908

(1) Reflects participation in the Supplemental Investment Plan by Messrs. Weeks, Flaws and Gregg and Dr. Evenson in the deferral of a portion of
their 2012 base salaries and participation by Messrs. Weeks, Flaws, and Gregg in the deferral of a portion of the bonus received in 2012 for prior
year performance. The Named Executive Officers’ contributions are included in the Summary Compensation Table, as a part of Salary and/or

Non-Equity Incentive Plan Compensation.

(2) 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

(s) tothat Table).

(3) 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 401(k) 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
a result, these amounts are not included in the Change in Pension Value column of the Summary Compensation Table.

Arrangements with Named Executive Officers

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
a policy to limit benefits that may be provided to an executive under any
new agreement to 2.99 times the executive’s 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 July 2004 and, therefore,
are not affected by the Overall Limit.

Severance Agreements—Mr. Weeks

Under Mr. Weeks' severance agreement, if he is terminated involuntarily,
and without “cause” (a conviction for a felony; commission of a fraud,
theft or embezzlement that materially damages the financial condition
of Corning; or gross abdication of duties), or as a 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);

. A 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 Company’s benefit plans for up to
three years;

In the calendar year following the year in which the termination occurs
(subject to a 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 Corning’s
Executive Supplemental Pension Plan, but subject to the service limits
under such plan.
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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 (1) be entitled to accrued, but unpaid salary (lump
sum payment) and any reimbursable expenses accrued or owing to him
and (2) forfeit any outstanding stock option awards.

Severance Agreements—Other Named Executive Officers

Generally under the severance agreements, a Named Executive Officer
is entitled to severance payments if he is terminated involuntarily other
than for “cause” (conviction of a felony or misdemeanor involving moral
turpitude; material breach of Corning’s 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, “involuntary termination” of an executive does not include:

- Voluntary termination;

. Voluntary retirement at or after age s5;

. Termination as a result of disability or death;

. Termination of employment as a result of the sale of all or part of
Corning’s business and the executive has an opportunity to continue
employment with buyer for comparable total compensation; and

. Termination as a result of a change in control of Corning if the executive
has a separate change in control agreement.

Under the severance agreements, a 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 executive’s target percentage for the annual bonus plans
multiplied by the executive’s salary, pro-rated to the last day of the
month closest to the termination date (lump sum payment);

. Aseverance 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 executive’s



then base salary plus an annual bonus amount (an amount equal to
executive’s salary multiplied by the executive’s target percentage in effect
on the termination date under the Company’s Performance Incentive
Plan and 5% target under the GoalSharing Plan) (lump sum payment);
+ Continued medical, dental and hospitalization benefits for 24 months;
- Inthe calendar year following the year in which the termination occurs
(subject to a 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
Corning’s nonqualified retirement plans, but subject to the service

Compensation Matters

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 a maximum amount of $50,000.

While Dr. Evenson has not yet signed a severance agreement, the Company
has agreed to provide him with a lump sum cash severance benefit equal
to two times his then base salary plus an annual bonus amount (an
amount equal to executive’s salary multiplied by the executive’s target
percentage in effect on the termination date under the Company’s
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 Voluntary® For Cause® Death Disability”  Without Cause
Officer {$) {$) {$) ($) )
Wendell P. Weeks Severance Amount n/a n/a n/a n/a 8,841,879,
Value of Benefits Continuation n/a n/a n/a n/a 53,352
Value of Outplacement Services n/a n/a n/a n/a confas
200,000 to
Purchase of Principle Residence n/a n/a n/a n/a 1,000,000%
Pension Non-Qualified Annuity 632,195 0 632,195 1,264,389 632,195
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 99546
James B. Flaws Severance Amount n/a n/a n/a n/a 5,299,925
Value of Benefits Continuation n/a n/a n/a “inja’ S 3R
Value of Outplacement Services n/a n/a n/a n/a 50,000
. : : ; : P 260,000 t0.
Purchase of Principle Residence - n/a - nla n/a n/a 1,000,0008
Pension Non-Qualified Annuity 1,012,501 0 1,012,501 1,012,501 1,099,665
Pension - Non-Qualified Lump Sum . n/a n/a n/a con/a n/anw
Pension-Qualified Annuity 138,989 138,989 69,495 138,989 138,989
Kirk P. Gregg Severance Amount n/a n/a n/a n/a 2,304,000
Value of Benefits Continuation n/a n/a n/a n/a 35,5681
Value of Outplacement Services n/a n/a n/a n/a 50,000
200,000 to
Purchase of Principle Residence n/a n/a n/a n/a 1,000,000®
Pension Non-Qualified Annuity 311,757 0 31,757 623,513 C oISy
Pension - Non-Qualified Lump Sum n/a n/a n/a n/a n/a
Pension-Qualified Annuity - 23,878 23,878 11,939 23,878 23,87%
Pension-Qualified Lump Sum 236,580 236,580 236,580 236,580 236,580
Lawrence D. McRae  ‘Severarice Amotint : n/a E n/a Y n/a n/a “2,224800
Value of Benefits Continuation n/a n/a n/a n/a 35,5681
Value of Outplacement Services n/a n/a n/a n/a 50,000
200,000 to
Purchase of Principle Residence n/a n/a n/a n/a 1,000,000®
Pension Non-Qualified Annuity 200,084 0 200,084 400,167 200,084
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 W. Evenson  Severance Amount n/a n/a n/a n/a 1,489,200
Value of Benefits Continuation - n/a n/a n/a n/a ’ 39,4630
Value of Outplacement Services n/a n/a n/a n/a 50,000
R 200,000t0
Purchase of Principle Residence n/a n/a n/a. n/a 1,000,000
Pension Non-Qualified Annuity 0 0 0 10,686 0
Pension - Non-Qualified Lump Sum n/a n/a n/a n/a n/a
Pension-Qualified Lump Sum 0 0 19,436 22,147 0
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(1) 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 a voluntary termination are as follows: Messrs. Weeks, Gregg, McRae and Dr. Evenson'’s
Executive Supplemental Pension Plan benefits are payable as a life annuity beginning at age 55. Mr. Flaws’ benefit is payable as an immediate
life annuity with six years guaranteed. .

(2) The value of medical and dental benefits continuation is estimated at $17,784 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 $11,856 per year for two years. Dr. Evenson would receive a lump sum equivalent to two years’ COBRA premiums.

(3) 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 executive's residence as well as
a calculation of the executive’s purchase price of the residence plus a 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 executive’s principal residence in the Corning, New
York area. Such purchase must be finalized in the calendar year following the year in which the executive’s termination occurred (subject to
a six-month waiting period) and shall be made at the greater of (i) the residence’s appraised value at the termination date, as determined
in accordance with the Company’s relocation policies in effect immediately prior to the involuntary termination or (i) The total cost of the
residence plus improvements and tax gross-up as applicable (“Protected Value”), as determined in accordance with the Company's 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.

Corning’s team approach, as applied to our Named Executive Officers’
compensation, results in similarly situated executives being treated
consktently. 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 a written
agreement. These agreements are intended to provide for continuity of
management if there is a 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 a “change in control” as any of the following (so
long as the event is also a “change in control” within the meaning of
Section 409A of the Code):

- Any person acquires 30% or more of Corning's voting securities (a
“beneficial owner”);

. Abeneficial owner increases his ownership from 30% or more to 50%
or more of Corning’s voting securities;

- A majority of Corning’s 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 Corning’s assets are disposed of or sold.

If during the term of the agreement, a change in control occurs, each
Named Executive Officer is entitled to the following:

. Alfrestrictions on any restricted stock and stock options held by the

executive lapse, the options vest and become immediately exercisable.
If: (A) Mr. Weeks (i) is terminated without “cause” (a conviction for a felony,
fraud, theft or embezzlement against the Company, a gross abdication
of duties), (i) resigns for “good reason” (generally, a material adverse
change in the executive’s title, position or responsibilities, a reduction in
the executive’s base salary, relocation, a material reduction in the level of
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employee benefits, a material breach by the Company of its obligations
under the agreement, or a successor company'’s failure to honor the
agreement) (such period, a “change in control period”), or (ifi) resigns
or is terminated for any reason within four years following a change in
control, or (B) 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 a change
in control period, or within four years following a change in control, each
is entitled to the following:

+ Accrued but unpaid base salary, reimbursable expenses, vacation pay
and the executive’s target percentage for the annual-bonus plans
multiplied by the executive'ssalary, pro-rated to the last day of the
month closest to the termination date (lump sum payment);

. Aseverance 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 Company’s benefit plans for 36 months;

- Upon request, purchase of his principal residence; )

. Receipt of an additional five years of service credit under Corning'’s
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 a Named Executive Officer’s employment is terminated for cause (for
Mr. Weeks, “cause” is described above; with respect to the other Named
Executive Officers, “cause” means conviction for a felony or misdemeanor
involving a crime of moral turpitude, misappropriation of Company
assets, or gross abdication of duties), or resigns for otherthan good
reason (described above), or the Named Executive Officer's employment
terminates by reason of death or disability (a physical or mental infirmity
which impairs the executive’s ability to substantially perform his duties
for 180 consecutive days or 180 days during any twelve month period),
the Named Executive Officer is entitled to:

+ Accrued but unpaid base salary, reimbursable expenses, vacation pay
and the executive’s target percentage for the annual bonus plans
multiplied by the executive’s 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 a 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 a present
value of $45,000 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.
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The following table reflects the amounts that would be payable under the various arrangements assuming that a change in control occurred on

December. 31, 2012.

Cash-Based Long-Term Incentives® Taxes
Excise
Interrupted Tax Total Long Term Less:

Cash  Performance Gross  Cash- Interrupted  Incentive Employee Excise  Total
Named Executive Severance Cycles ESPP Misc. upt Based Performance  Awards Total Pre- Income Tax® After-Tax
Officer ($) ) ($) Benefits  ($) ($) Cycles (%) Tax_Beneﬁt Tax ($) Benefit
Wendell P. Weeks - 9921540~ 0O 19,150,444 ., 140,000, Q.. 29,211,984 O 14,758,200° '43,970,184 22,323,662 © 21,646,521
James B. Flaws 5,835,780 0 15,839,905 - 140,000 O 21,815,685 0 7,050,337 28,866,022 14,655,280 O 14,210,743
Kirk P. Gregg 2,508,800 0 9,368,040 140,000 0 12,016,840 0 4485005 16501845 €377,987 O - 8123859
Lawrence D.
McRae 2,422,560 0 727,187 140,000 © 9,833,747 0 3,805,322 13,639,069 6,924,555 O 6,714,514
Jeffrey W. » : e ) o ' ‘ -
Evenson 1,611,840 .. 0., 790,243 125000 .0 2,527,083 0 1361757 . 3,888,841 1,974,364 0 . 1914475

(1) Inaccordance with IRS rules, the.calculation of excise tax gross-up is acomplex calculation that can vary dramatically from year to year depending
on the facts and variables applicable at the time of a change in control. For calculations performed at December 31, 2012, none of the Named
Executive Officers were subject to the excise tax, so as a result, no excise tax gross-up was applicable.

(2) Long-term incentives includes a combination of equity (stock options and restricted stock units) and cash (cash performance units) which vest

upon a change of control.

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 $200,000 to $1,000,000.
Corning is unable to accurately and precisely estimate the value as it
requires an independent appraisal of the executive’s residence, as well as

Director Compensaﬁo‘n ,

a calculation of the executive’s 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 (3) to the
“Termination Scenarios”.

The Company uses a 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:

+ Anannual cash retainer of $60,000; and

+ %1,750 for each Board, committee meeting or other special session
attended.

Directors who join the Board during the Board service year receive a

pro-rata portion of the annual cash retainer.

Chairpersons receive an additional retainer of $15,000 per year. Corning
pays a $25,000 annual cash retainer to the Lead Director. Mr. Smithburg
received $8,333 of additional compensation for his services as Lead
Director through April 2012 and Mr. Gund received $16,667 of additional
compensation for his services as Lead Director during 2012.

Long-term Equity Compensation

Directors may elect to defer all or a 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 (1) 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,
(2) a restricted stock unit account, or (3) a combination of such accounts.
At December 31, 2012, six directors had elected to defer compensation.

Each non-management director annually receives a form of long-term
equity compensation approved by the Compensation Committee. Non-
management directors generally receive their awards at the February
meeting. If, however, a 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 8,915 shares of restricted stock to each non-
management director under the 2010 Equity Plan for Non-Management
directors, except for Stephanie A. Burns, who received 8,172 shares. For any
director serving less than a year, such grants were prorated. These restricted

shares are subject to forfeiture, and are not available for transfer or exercise
until six months afterthe date of a director’s 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.
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Compensation Matters

Other

Corning has a Directors’ Charitable Giving Program pursuant to which a
director may direct the Company to make a charitable bequest to one or
more qualified charitable organizations recommended by such director and
approved by Corning in the amount of $1,000,000 (management directors)
or $1,250,000 (non-management directors) following his or her death. We
fund this program by purchasing insurance policies on the livés of the
directors. However, we are under no obligation to use the proceeds of the
insurance poticies to fund a director’s 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 a total of $139,120in
premiums and fees on such policies for our current directors. Because the
charitable deductions and cash surrender value of life insurance policies
accrue solely to Corning, the directors derive no financial benefit from the
program, and we do not include these amounts in the directors’ compensation.
Generally, one must be a director for five years 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 Coring employees. The maximum matching gift amount available
from the Foundation for each participant in the Program is $5,000in 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 of the Company'’s
non-management directors for the fiscal year ended December 31, 2012.

Non-Equity Change in Pension Value
Fees Earned or Stock Option  Incentive Plan  And Nonqualified Deferred Ali Other
Paid in Cash Awards®  Awards® Compensation  Compensation Earnings Compensation Total

Named Executive Officer®) {$) (%) {$) (£)] ) (%) ()]

John Seely Brown 130,000 115,004 0 0 0 0 245,004
Stephanie A. Burns 121,250 105,419 0 0 0 0 226,669
John A. Canning, Jr. 130,000 115,004 0 0 0 5,000 250,004
Richard T. Clark 145,750 115,004 0 0 0 2,5006! 263,254
Robert F. Cummings, Jr. 151,000 115,004 0 0 0 0 -1 266,004
Gordon Gund 170,417 115,004 0 0 0 5,000 290421
Kurt M. Landgraf 155,500 115,004 0 0 0 o . 270,504
Deborah D. Rieman 150,500 115,004 0 0 0 0 265,504
H. Onno Ruding 153,750 115,004 0 0 0 0 268,754
William D. Smithburg 68,333 38,339 0 0 0 0 106,672
Glenn F. Tilton 32,250 38,339 0 0 0 0 70,589
Hanse! E. Tookes I 135,250 115,004 0 0 0 0 250,254
_MarkS. Wrighton 150,250 115,004 0 0 0 5,000@ 270,254

(1) Dr.Burns joined the Board in January 2012; Mr. Smithburg retired from the Board in April 2012; Mr. Tilton’s Board term expired in April 2012.

(2) 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 Company's audited financial statements for the fiscal year ended December 31,
2012 included in the Company’s 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 33, 2012, each Director had the following number of award shares outstanding:
69,627 for Dr. Brown; 8,172 for Dr. Burns; 16,788 for Mr. Canning; 9,600 for Mr. Clark; 32,324 for Mr. Cummings; 69,627 for Mr. Gund; 30,595 for
Mr. Landgraf; 67,251 for Dr. Rieman; 69,627 for Dr. Ruding; o for Mr. Smithburg; o for Mr. Tilton; 54,501 for Mr. Tookes; and 25,951 for Dr. Wrighton.
Total stock holdings for directors as of December 33, 2012 are shown in the “Security Ownership of Certain Beneficial Owners” table.

(3) 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: 28,631 for Dr. Brown; o for Dr. Burns; 1,323 for Mr. Canning; o for Mr. Clark; 11,872 for Mr. Cummings; 28,631 for Mr. Gund, 9,868
for Mr. Landgraf; 28,631 for Dr. Rieman; 38,631 for Dr. Ruding; 28,631 for Mr. Smithburg; 205 for Mr. Tilton; 28,631 for Mr. Tookes; and 6,775 for
Dr. Wrighton.

(4) Reflects a $5,000 charitable donation match made by Corning Foundation’s Matching Gift Program.
(5) Reflects a $2,500 charitable donation match made by Corning Foundation’s Matching Gift Program.
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Audit Matters

Report of our Audit Committee

The purpose of the Audit Committee is to assist the Board of Directors
in its general oversight of Corning’s financial reporting, internal controls
and audit functions. The Audit Committee operates under a 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 a relationship with Corning that may interfere with the member’s
independence from Corning and its management.

The Audit Committee met with management periodically during the
year to consider the adequacy of Corning’s internal controls and the
objectivity of its financial reporting. The Audit Committee discussed
these matters with Corning’s independent registered public accounting
firm and with the appropriate financial personnel and internal auditors.
The Audit Committee also discussed with Corning’s senior management
and independent registered public accounting firm the process used for
certifications by Corning’s Chief Executive Officer and Chief Financial
Officer which is required for certain of Corning’s 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 Corning'’s financial statements; accounting
and financial reporting principles; establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rule 13a-15(e));
establishing and maintaining internal control over financial reporting
(as defined in Exchange Act Rule 13a-15(f)); evaluating the effectiveness
of disclosure controls and procedures; evaluating the effectiveness of
internal control over financial 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 Corning’s 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 of the 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
a report on, the effectiveness of Corning'’s internal control over financial
reporting. The Audit Committee also reviewed: the report of management
contained in Corning’s Annual Report on Form 10-K for the year ended
December 31, 2012 filed with the SEC; as well as PricewaterhouseCoopers
LLP’s Report of Independent Registered Public Accounting Firm included
in Corning’s 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 required to be discussed by SAS 114,
“The Auditor's Communication with Those Charged with Governance,”
and Public Company Accounting Oversight Board Auditing Standard No. s,
“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 firm’s communications with the Audit

-Committee concerning independence and discussed with them their

independence from Corning and its management. The Audit Committee
has considered whether the provision of permitted non-audit services by
the independent registered public accounting firm to Corning is compatible
with the auditor’s 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 Corning’s Annual Report on
Form 10-K for the year ended December 31, 2012.

The Audit Committee:

Kurt M. Landgraf, Chairman

Richard T. Clark

Robert F. Cummings, Jr.

Kevin J. Martin (recused from approval, as new Committee member)
Deborah D. Rieman

H. Onno Ruding

Mark S. Wrighton
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Proposal 3

Ratification of Appointment of Independent

Registered Public Accounting Firm

The Audit Committee is responsible for selecting Corning’s independent
registered public accounting firm. At the meeting of the Audit Committee
of the Board of Directors held on February 6, 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 Corning’s auditors.

in making the appointment of PricewaterhouseCoopers LLP as Corning’s
independent registered public accounting firm for the fiscal year
ending December 31, 2013, the Audit Committee considered whether
PricewaterhouseCoopers LLP’s 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

considered the firm’s qualifications as an independent registered public
accounting firm for the Company. This included a 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 Committee’s 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 a 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.

Fees Paid to Independent Registered Public Accounting Firm

Aggregate fees for professional services rendered by PricewaterhouseCoopers LLP in 2011 and 2012:

201 2012
Audit Fees $ 8,519,000 $ 7,134,000
Audit Related Fees 638,000 716,000
Tax Fees 642,000 1,429,000
All Other Fees 93,000 24,000
Total Fees $  9,892000 $ 9,213,000

Audit Fees. These fees are comprised of professional services rendered in
connection with the audit of Corning’s consolidated financial statements
(including the audit of the effectiveness of internal control over financial
reporting) and selected international locations, reviews of Corning’s
quarterly consolidated financial statements on Form 10-Q that are
customary under auditing standards generally accepted in the United
States and an audit performed for a transaction which did not occur in
2011 ($2,210,000). Audit fees also include statutory audits of Corning’s
foreign jurisdiction subsidiaries, comfort letters and consents for other
SEC filings (2011) and reviews of documents filed with the SEC.

Audit Related Fees. These fees are comprised of professional services
rendered in connection with due diligence pertaining to acquisitions,
internal control reviews at an equity investment company, procedures to
translate certain financial statements for foreign subsidiaries, employee

benefit plan audits, agreed upon procedures in connection with a required
regulatory filings and implementation of new accounting standards at
certain international locations (2011).

Tax Fees. These fees are comprised of statutory tax compliance, preparation
and assistance for Corning’s foreign jurisdiction subsidiaries, expatriate
tax return compliance, other tax compliance projects and assistance in
preparing a tax advance pricing agreement which was responsible for
the maijority of the year over year change ($750,000).

All Other Fees. These fees include a fee relating to licensing technical
accounting software from the independent registered public accounting
firm, a fee to subscribe to certain benchmarking studies published by the
independent registered public accounting firm and legal related document
production requests (20m).

Policy Regarding Audit Committee Pre-Approval of Audit and Permitted Non-Audit
Services of Independent Registered Public Accounting Firm

The Audit Committee has adopted a policy for pre-approval of audit
and permitted non-audit services by Corning’s 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
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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.



Certain Beneficial Relationships and Related Transactions

Related Party Transactions Policy

Corning has adopted a written policy that addresses related party
transactions. A “related party” of Corning includes:

« adirector;

- asenior officer;

+ an immediate family member of a director or senior officer;

- ashareholder who owns more than 5% of Corning’s voting securities; or

+ an entity in which a director, senior officer or a more than 5% shareholder
has a substantial ownership interest.

Other Matters

Corning is headquartered in a small community in upstate New York. The
Company routinely makes contributions to a 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 a 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 201, Corning agreed to construct and lease a new building
for the Alternative School for Math and Science (“ASMS”), a 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 $155,000. The school is open to the public.
Currently, children of Corning employees represent approximately 56%
of the enrollment. Mark S. Rogus (Senior Vice President and Treasurer),
Christine M. Pambianchi, (Senior Vice President, Human Resources), Curt
Weinstein (Vice President), Kim Frock Weeks (spouse of Wendell P. Weeks,
our Chairman, Chief Executive Officer and President) and Patti Hinman
(spouse of Thomas R. 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 a $5.3 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
a director is also reviewed, approved or ratified by the Nominating and
Corporate Governance Committee. Any transaction 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 further the 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 CMoG and the
Rockwell of approximately $30 million and $2.7 million, respectively.
Wendell P. Weeks {Chairman, Chief Executive Officer and President),
James B. Flaws (Vice Chairman and Chief Financial Officer), Jeffrey W.
Evenson (Senior Vice President and Operations Chief of Staff), and Mark
S. Rogus (Senior Vice President and Treasurer) serve on the CMoG board of
trustees. Denise A. 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 CMoG facilities,
owned by Corning. The expansion funding will take place over three years.

InJuly 2012, Corning forgave $165,000 of the principal of a previously made
$500,000 unsecured loan to the Clemens Center {“CC”), a performing
arts center located in Elmira, New York. The funds were used to assist CC
with recent renovations to its main theater. Gary S. 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 60 days,

as applicable, held by:

+ each director and NEO; and
- all directors, Section 16 officers and NEOs as a group.

Amount and Nature Percent
Name of Beneficial Ownership®s of Class
Directors o
John S. Brown 156,169 —
Stephanie A. Burns 8,172
John A. Canning, Jr. 77,670 _—
Richard T. Clark 9,600
Robert F. Cummings, Jr. 94,196 —
Gordon Gund 3,623,504 ] 3
Kurt M. Landgraf 40,463 —
Deborah D. Rieman 131,132 —
H.Onno Ruding 119,861 —_
Hansel E. Tookes I! i ' 93,132 —
Mark S. Wrighton 33,726 —
Named Executive Officers . o
Wendeli P. Weeks’ 2,664,867% —
James B Flaws’ ' : ~ . 1,156,748 —
Kirk P. Gregg 866,315 —
Lawrence D. McRae : 342,087 —
Jeffrey W. Evenson 15,257 —
All Directors, Section 16 officers and NEOs as a Group (19 persons) - ' 10,428,684 L 0.N%

*also serves as director.

(1) 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 Corning’s Incentive Stock Plans as well as options to purchase shares of common stock exercisable within 60 days
under Corning’s Stock Option Plans. Messrs. Weeks, Flaws, Gregg, McRae and Evenson have restricted stock units vesting in the following
amounts: 88,250; 39,815; 29,500; 20,500; and o, respectively. All directors and executive officers as a group hold 216,050 restricted stock units.
Messrs. Brown, Canning, Ciark, Cummings, Gund, Landgraf, Ruding, Tookes, Wrighton, Weeks, Flaws, Gregg, McRae and Evenson, and Drs. Burns
and Rieman have the right to purchase 28,631; 882; 0; 11,872; 28,631; 9,868; 38,631; 28,631; 6,775; 1,904,683; 708,264; 640,456; 281,587; 6,492; O;
and 28,631 shares, respectively, pursuant to such options. All directors and executive officers as a group hold options to purchase 4,477,983 such

shares.

(2) Includes shares of common stock, subject to forfeiture and restrictions on transfer, issued under Corning’s Restricted Stock Plans for non-

management directors.

(3) Includes shares of common stock held by JPMorgan Chase & Co. as the trustee of Corning’s 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 for the benefit of Messrs. Weeks, Flaws, Gregg, McRae and Evenson, and all executive officers as a group
the equivalent of 10,504; 0; 8,783; 5,630; 0; and 24,918 shares of common stock, respectively. it also holds for the benefit of all employees who

participate in the plans the equivalent of 20,324,206 shares of common stock (being 1.38% of the Class).

(4

Includes 1,650,000 shares held by a limited liability company in which Mr. Gund has no pecuniary interest, but for which he is the manager.

(5) Includes 661,430 shares held by a revocable trust of which Mr. Weeks is the beneficiary, and he currently has no voting authority over these

shares.

(6) Does not include 646,696 shares owned by the spouses and minor children of certain executive officers and directors as to which such officers

and directors disclaim beneficial ownership.
(7) 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 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires To Corning’s knowledge, based solely on its review of the copies of such
Corning’s directors and certain of its officers to file reports of their ownership reports furnished to Corning and written representations from certain
of Corning Common Stock and of changes in such ownership with the reporting persons, we believe that all of our officers, directors and any greater
SEC and the New York Stock Exchange. Regulations also require Corning than 10% shareholders complied with all Section 16(a) filing requirements
to identify in this proxy statement any person subject to this requirement applicable to them during the fiscal year ended December 31, 2012.

who failed to file any such report on a timely basis.

Certain Shareholders

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 Company'’s
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 Ownefshlp of Cl
BlackRock, Inc. T A T e e R
40 East 52™ Street L ’ i _ ’ : re
New York, NY 10022 104,719, 566"’ 1 09%

(1) Reflectsshares beneficially owned by BlackRock, inc. (“BlackRock”), accordmgto aSchedule13G/Afiled by BlackRock with the SECon February 8, 2013,
reflecting ownership of shares as of December 31,2012. BlackRock has sole voting power and sole dispositive power with respect to 104,779,566
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 11, 2013.

When and Where Is The Annual Meeting?

The Annual Meeting will be held on Thursday, April 25, 2013, at 1:00 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. If we cannot verify that you own Corning shares, it is possible
that you will not be admitted to the meeting.
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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 for the fiscal year ending
December 31,2013; and

- Any other matter, if any, as may properly come before the meeting and
any adjournment or postponement of the Annual Meeting.

- To elect 12 directors for a one-year term;
« To approve the Company’s executive compensation;

How Do You Recommend That | Vote On These ltems?

The Board of Directors recommends that you vote your shares:

- FORall of the director nominees (Proposal 1); - FORratification of the Board’s appointment of PricewaterhouseCoopers

- FOR the advisory approval of the compensation of the Company'’s LLP 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 3).
Compensation Discussion and Analysis, the compensation tables and
the accompanying disclosure (commonly referred to as “Say-on-Pay”)
(Proposal 2); and

Who Is Entitled To Vote?

You may vote if you owned our common shares as of the close of business on February 2s, 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 6, 2013, we had 1,472,848,380 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 one 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 a broker, your ability
1(800) 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 by your broker, as explained below under “How Do | Vote

proxy card in the postage paid envelope provided (see ihstructions If My Broker Holds My Shares In “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 a 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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May | Change My Mind After | Vote?

Yes. You may change your vote or revoke your proxy at any time before
the polls close at the meeting. You may change your vote by:

- signing another proxy card with a later date and returning it to Corning’s
‘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 a written notice that you are withdrawing your
vote to our Corporate Secretary at the address listed above.

What Shares Are 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 a 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 401(k) 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 of the plan. You may direct
the trustee how to vote your plan shares by submitting your proxy vote

for those shares, along with the rest of your shares, by Internet, telephone
o mail, all as described on the enclosed proxy card. If you do not instruct
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 I Vote If My Broker Holds My Shares In “Street Name™?

If your shares are held in a brokerage account in the name of your bank or broker (this is called “street name”), those shares are not included in the total
number of shares listed as owned by you on the enclosed proxy card. Instead, your bank or broker will send you directions on how to vote those shares.

What Is A “Broker Non-Vote”?

If you own shares through a bank or broker in street name, you may instruct
your bank or broker how to vote your shares. A “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 a particular proposal because the proposal is not a 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 1and 2 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. A broker non-vote may
also occur if your broker fails to vote your shares for any reason. Proposal
3 (ratification of the appointment of our independent registered public
accounting firm) is considered a routine matter under the New York Stock
Exchange rules, so your 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 a 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 a “broker non-vote.” Broker

non-voted shares count toward achieving a quorum requirement for the
Annual Meeting, but they do 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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registered public accounting firm is the only matter in this proxy statement will not count as votes cast to affect the determination of whether those
considered to be a routine matter for which brokers will be permitted proposals aré approved or rejected. Therefore, it is important that you
to vote on behalf of their clients, if no voting instructions are furnished. provide voting instructions to your broker.

Since Proposals 1and 2 are non-routine matters, broker non-voted shares

What If | Return My Proxy Card Or Vote By Internet Or Telephone But
Do Not Specify How | Want To Vote?

If you sign and return your proxy card or complete the Internet or telephone - FOR ratification of the Board’s appointment of PricewaterhouseCoopers
voting procedures, but do not specify how you want to vote your shares, LLP as our independent registered public accounting firm for the fiscal
we will vote them as follows: year ending December 31, 2013 (Proposal 3).

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?”

- FOR all of the director nominees (Proposat 1);

- FOR the advisory vote to approve the compensation of the Company’s
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 2); and

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 Shareholders Ask 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 a 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 a personal nature.

How Many Shares Must Be Present To Hold The Meeting?

In order for us to conduct our meeting, a 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 a quorum. Your shares are counted as present at the meeting if you attend the meeting
and vote in person or if you properly return a proxy by Internet, telephone or mail.

What Is The Vote Required For Each Proposal?

Broker Discretionary

Proposal _ Affirmative Vote Required Voting Allowed
Proposal 1—Election of 12 directots R " Majdrity of votes cast at'the meeting CNo
in person or by proxy .
Proposal 2—Advisory vote to approve the Company’s executive compensation  Majority of votes cast at the meeting No
in person or by proxy
Proposal 3—Ratification of auditors for fiscal year 2013 - Majarity of votes cast at the meeting Yes

in person.or 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 a vote cast.
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How Will Broker Non-Votes Be Treated?

Except for Proposal 3, 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 a
fee of $16,000 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
Georgeson’s proxy solicitation efforts by contacting you by telephone or
electronic communication or in person. We will not pay directors, officers
or other regular employees any additional compensation for their 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 a Form 8-K, which we expect to file with the Securities and

Exchange Commission (the “SEC”) on or before May 1, 2013.

How Do | Submit A Shareholder Proposal For, Or Nominate A Director
For Election At Next Year’s Annual Meeting?

If you wish to submit a 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 11, 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 a 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 a proposal in our printed proxy
statement, or would like to nominate a director or bring other business
before the 2014 Annual Meeting of Shareholders, under our current By-
Laws (which are subject to amendment at any time), you must notify our
Corporate Secretary in writing not less than 9o days nor more than 120
days prior to the first anniversary of the preceding year’s 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 Corning’s 2012 Annual Report are available
on Corning’s website at www.corning.com. Instead of receiving paper
copies of next year’s proxy statement and Annual Report in the mail,
shareholders can elect to receive an e-mail message that will provide a

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. Corning’s 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 SEC's

' “Notice and Access” methed of proxy distribution. If we were'to utilize

the “Notice and Access” method, you would receive a notice in the mail
about how to access electronic copies of the proxy materials or how to
have paper copies mailed to you.

Are You “Householding” For Shareholders

Sharing The Same Address?

Yes. The SEC's rules regarding the delivery to shareholders of proxy
statements, annual reports, prospectuses and information statements
permit us to deliver a 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

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, N.A,, tol{
free at 1-800-255-0461. The same phone number may be used to notify
us that you wish to receive a separate proxy statement or Annual Report
in the future, or to request delivery of a single copy of a proxy statement
or Annual Report if you are receiving multiple copies.

Our Board of Directors has adopted the Code of Ethics for the Chief
Executive Officer and Financial Executives and the Code of Conduct for
Directors and Executive Officers, which supplements the Code of Conduct
governing all employees and directors. A copy of the Code of Ethics is
available on our website at http://www.corning.com/investor_relations/

Incorporation by Reference

corporate_governance/board_download_library.aspx. We will disclose any
amendments to, or waivers from, the Code of Ethics on our website within
four business days of such determination. During 2012, no amendments
to or waivers of the provisions of the Code of Ethics were made with
respect to arly of dur directors or executive officers. S

The Compensation Committee Report on page 33 and the Report of Audit
Committee of the Board of Directors on page 47, are not deemed filed
with the SEC and shall not be deemed incorporated by reference into any
prior or future filings made by Corning under the Securities Act or the
Exchange Act, except to the extent that Corning specifically incorporates

Additional Information

such information by reference. In addition, this proxy statement includes
several website addresses. These website addresses are intended to provide
inactive, textual references orly. The information on these websites,is not
part of this proxy statement. '

Our 2012 Annual Report is provided with this proxy statement. Corning’s
Proxy Statement, Annual Report on Form 10-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 Corning’s web site at www.corning.com. These documents are
also available without charge upon a shareholder’s written or oral request
to Investor Relations, Corning Incorporated, One Riverfront Plaza, Corning,
New York 14831, telephone number (607) 974-9000.
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Appendix A

CORNING INCORPORATED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP
FINANCIAL MEASURE
Year Ended December 31, 2012

(Unaudited; amounts in millions, except per share amounts)

Corning’s net income and earnings per share (EPS) excluding special items company believes presenting non-GAAP net income and EPS is helpful to
for the year ended December 31, 2012 are non-GAAP financial measures analyze financial performance without the impact of unusual items that
within the meaning of Regulation G of the Securities and Exchange may obscure trends in the company’s underlying performance. A detailed
Commission. Non-GAAP financial measures are not in accordance with, reconciliation is provided below outlining the differences between these
or an alternative to, generally accepted accounting principles (GAAP). The non-GAAP measures and the directly related GAAP measures.

Per Share - Net Income

Adjusted earnings per share (EPS) and net income $ 128 $-1934

Adjustments: :
Asbestos settlement® 5 (Q.01). 9)
Loss on repurchase of debt® . (0.01) - (17)
Equity in earnings of affiliated companies' (0.05) (90)
Acquisition-related costs (0.01) (22)
Restructuring, impairment and other charges® ) ) (0.06) . . (9%
Provision for income taxes® B _ L . - (0.03) Gy
Accumulated other comprehensive income® I T : -0.03 52
Foreign exchange rate fluctuations® 0.01 12

Total EPS and net income ‘ a - $ 115 ¢ 118

(@)
(b)

(©

(®
(h)

in 2012, Corning recorded a charge of $9 million after tax to adjust the asbestos liability for the change in value of the components of the
Modified PCC Plan.

In 2012, Corning recorded a loss of $17 million after tax on the repurchase of $13 million principal amount of our 8.875% senior unsecured notes
due 2023, $11 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 a $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 of a charge for workforce reductions and asset
write-offs at Dow Corning; and a $9 million after tax credit for Corning’s share of Dow Corning's settlement of a 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 a $91 million after tax charge for asset impairments, workforce reductions and asset write-offs and disposals.

In 2012, Corning recorded a $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 Q1, 2013, and a $4 million net tax provision related to the adjustment of deferred taxes as a result of tax rate
reductions in Japan.

In 2012, Corning recorded a $52 million translation capital gain on the liquidation of a foreign entity.

The adjustment after-tax in 2012 for foreign exchange fluctuations for the Korean Won.
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CORNING INCORPORATED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP
FINANCIAL MEASURE
Year Ended December 31, 201

(Unaudited; amounts in millions, except per share amounts)

Corning'’s 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, 2011 are non-GAAP financial measures within the the calculation of the metrics used to compute Corning’s incentive
meaning of Regulation G of the Securities and Exchange Commission. compensation. A detailed reconciliation is provided below outlining the
Non-GAAP 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
. . o 80067 8 2636

Adjusted-#arnings per share (EPS) and net income

Adjustments:
Contingent liability® 0.02 U2l
Restructuring, impairment and other charges® (0.05) (83)
Asbestos settlement®© o0 . {18)
Fluctuations in foreign exchange rates ' 0.09 153
Equity in earnings of affiliated companies®® 004 074
Provision for income taxes® 0.01 13

Total EPS and net income Y5 AT 8 2808

(a) In20m, Corning recognized a credit of $27 million resulting from a reduction to a contingent liability associated with an acquisition recorded in
the first quarter of 2om.

{b) In20m, Corning recorded an $83 million after-tax asset impairment charge for certain long-lived assets in our Specialty Materials segment.

{c) In 20m, Corning recorded a charge of $15 million after-tax to adjust the asbestos liability for the change in the value of the components of the
modified PCC Plan.

(d) The adjustment after-tax in 20m for foreign exchange fluctuations for the Japanese Yen and the Korean Won was $153 million.

(e) In20m, equity in earnings of affiliated companies included a $74 million after-tax credit for Corning'’s share of the future portion of Dow Corning
Corporation’s settlement of a dispute related to long term supply agreements.

(f) In20m, Corning recorded a $26 million net tax benefit related to prior year foreign tax credits and other tax adjustments. Also in 201, Corning
recorded a $13 million net tax provision related to the adjustment of deferred taxes as a result of enacted tax rate reductions primarily in Japan.
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CORNING INCORPORATED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP
FINANCIAL MEASURE
Year Ended December 31, 2010

(Unaudited; amounts in millions, except per share amounts)

Corning’s 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 Corning’s incentive
meaning of Regulation G of the Securities and Exchange Commission. compensation. A detailed reconciliation is provided below outlining the
Non-GAAP 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) a'nd net income $ 182 $§ 2883

Adjustments:
Restructuring, impairment and other charges® — . . N
Insurance settlement® 0.13 206
Asbestos settlement® - g coe 0002 30
Fluctuations in foreign exchange rates® 0.08 128
Equity in earnings of affiliated companies® o ' ; 0.08 = 120
Loss on repurchase of debt® (0.01) (19)
Provision for income taxes® ; , : 013 209

Total EPS and net income $ 225 § 3558

{a) In 2010, Corning recorded a credit of $1 million after-tax for adjustments to restructuring reserves.

(b) 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 a power disruption at the Taichung, Taiwan
facility in 2009.

(¢} In 2010, Corning recorded a net credit of $30 million after-tax to adjust the asbestos liability for change in value of the components of the
modified PCC Plan.

(d) The adjustment after-tax in 2010 for foreign exchange fluctuations for the Japanese Yen and the Korean Won was $128 million.

{e) In 2010, equity in earnings of affiliated companies included a credit of $20 million after-tax primarily for Corning’s share of advanced energy
manufacturing tax credits at Dow Corning Corporation. Also, inctuded is a credit of $24 million after-tax for our share of a release of valuation
allowance on foreign deferred tax assets, a $15 million after-tax credit for our share of excess foreign tax credits from foreign dividends at Dow
Corning Corporation and a $61 million credit for our share of a revised Samsung Corning Precision tax holiday calculation agreed to by the Korean
National Tax Service.

{f) In 2010, Corning recorded a $19 million after-tax loss on the repurchase of $126 million principal amount of our 6.2% senior unsecured notes due
March 15,2016 and $100 million principal amount of our 5.9% senior unsecured notes due March 15, 2014.

(g) In 2010, Corning recorded a $56 million tax charge from the reversal of the deferred tax asset associated with a Medicare subsidy. Also, recorded
in 2010 was a $265 million tax credit for excess foreign tax credits that resulted from the repatriation of current year earnings of certain foreign
subsidiaries.
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CORNING INCORPORATED AND SUBSIDIARY COMPANIES RECONCILIATION OF NON-GAAP FINANCIAL MEASURE TO GAAP

FINANCIAL MEASURE
Years Ended December 31, 2012, 2011 and 2010

(Unaudited; amounts in millions, except per share amounts)

Corning’s adjusted operating cash flow for the years ended
December 31, 2012, 2011 and 2010 are non-GAAP financial measures
within the meaning of Regulation G 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 Corning’s
incentive compensation. A detailed reconciliation is provided below
outlining the differences between these non-GAAP measures and the
directly related GAAP measures.

December 31,
2012 20N 2010

Adjusted operating cash flow $ 3167 S 3582 $ 2723

Adjustments: CAS O R
Cash received from settlement of insurance claims® ‘ : 259
Fluctuations in foreign exchange rates® (8) 61 50
Cash translatior adjustments® s 70 o (70)
Restructuring, impairment and other credits®9 T (15).. (65)
Special dividend from equity affiliate® (384) 868
Impact of Discovery Labware Acquisition® N o o (8)

Net cash provided by operating activities ' S 3.206' $:3,189 14§ . 3835,

(a) 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 a power disruption at the Taichung, Taiwan
facility in 2009.

(b) In 2012, the cash flow adjustment for foreign exchange fluctuations for the Korean Won was $8 million; and in 201 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.

{9) In2012and 20m, the adjustment represents the impact of translation of cash balances by non-USD functional entities to USD.

(d) In2012and 2010, the restructuring, impairments and other credits adjustment represents a budget to actual adjustment to arrive at the metric
to calculate incentive compensation, which was $15 and $65 million, respectively.

(€) In20m, the $384 million represents an adjustment for special dividends which were not received from the Company's equity affiliates. in 2010,
Corning received a special dividend of $868 million after-tax from our equity affiliate Samsung Corning Precision.

(f) 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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