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CORNING INCORPORATED AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENTS OF INCOME

(Unaudited; in millions, except per share amounts)

Three months Six months

ended June 30, ended June 30,

2008 2007 2008 2007
Net sales $ 1,692 $ 1418 $ 3,309 $ 2,725
Cost of sales 840 759 1,613 1,475
Gross margin 852 659 1,696 1,250
Operating expenses:
Selling, general and administrative expense 260 229 502 443
Research, development and engineering expenses 163 137 314 267
Amortization of purchased intangibles 3 2 5 5
Restructuring, impairment and other credits (Note 2) 2) @))] 2)
Asbestos settlement charge (credit) (Note 3) 9 76 (318) 186
Operating income 417 217 1,194 351
Interest income 22 35 52 72
Interest expense (15) (20) (33) 41)
Loss on repurchase of debt, net (Note 4) (15)
Other income, net 39 57 40 89
Income before income taxes 463 289 1,253 456
Benefit (provision) for income taxes (Note 5) 2,388 (19) 2,322 (75)
Income before minority interests and equity earnings 2,851 270 3,575 381
Minority interests @))] 1 @))]
Equity in earnings of affiliated companies, net of impairments (Note 9) 360 220 664 436
Net income $ 3211 $ 489 $ 4240 $ 816
Basic earnings per common share (Note 6) $ 205 $ 031 $ 271 $ 052
Diluted earnings per common share (Note 6) $ 201 $ 030 $ 265 $ 051
Dividends declared per common share $ 0.05 $ 0.10

The accompanying notes are an integral part of these consolidated financial statements.
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CORNING INCORPORATED AND SUBSIDIARY COMPANIES
CONSOLIDATED BALANCE SHEETS

(Unaudited; in millions, except per share amounts)

June 30, December 31,

2008 2007
Assets
Current assets:
Cash and cash equivalents $2,175 $2,216
Short-term investments, at fair value 1,332 1,300
Total cash, cash equivalents and short-term investments 3,507 3,516
Trade accounts receivable, net of doubtful accounts and allowances - $22 and $20 958 856
Inventories (Note 8) 726 631
Deferred income taxes (Note 5) 168 54
Other current assets 289 237
Total current assets 5,648 5,294
Investments (Note 9) 3,264 3,036
Property, net of accumulated depreciation - $4,796 and $4,459 6,944 5,986
Goodwill and other intangible assets, net (Note 10) 303 308
Deferred income taxes (Note 5) 2,579 202
Other assets 442 389
Total Assets $19,180 $15,215
Liabilities and Shareholders Equity
Current liabilities:
Current portion of long-term debt $76 $23
Accounts payable 831 609
Other accrued liabilities (Notes 3 and 11) 1,051 1,880
Total current liabilities 1,958 2,512
Long-term debt (Note 4) 1,474 1,514
Postretirement benefits other than pensions 739 744
Other liabilities (Notes 3 and 11) 1,280 903
Total liabilities 5,451 5,673
Commitments and contingencies (Note 3)
Minority interests 48 46
Shareholders equity:
Common stock  Par value $0.50 per share; Shares authorized: 3.8 billion; Shares issued: 1,608 million and 1,598 million 804 799
Additional paid-in capital 12,447 12,281
Retained earnings (accumulated deficit) 1,080 (3,002)
Treasury stock, at cost; Shares held: 37 million and 30 million (659) (492)
Accumulated other comprehensive income (loss) (Note 16) 9 90)
Total shareholders equity 13,681 9,496
Total Liabilities and Shareholders Equity $19,180 $15,215

The accompanying notes are an integral part of these consolidated financial statements.
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CORNING INCORPORATED AND SUBSIDIARY COMPANIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited; in millions)

Cash Flows from Operating Activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation

Amortization of purchased intangibles

Asbestos settlement (credit) charge
Restructuring, impairment and other credits

Loss on repurchases of debt

Stock compensation charges

Gain on sale of business

Undistributed earnings of affiliated companies
Deferred tax benefit

Restructuring payments

Customer deposits, net of (credits) issued
Employee benefit payments in excess of expense
Changes in certain working capital items:

Trade accounts receivable

Inventories

Other current assets

Accounts payable and other current liabilities, net of restructuring payments
Other, net

Net cash provided by operating activities

Cash Flows from Investing Activities:

Capital expenditures

Acquisitions of businesses, net of cash received

Net proceeds (payments) from sale or disposal of assets
Short-term investments — acquisitions

Short-term investments  liquidations

Net cash (used in) provided by investing activities

Cash Flows from Financing Activities:

Net repayments of short-term borrowings and current portion of long-term debt
Retirements of long-term debt

Proceeds from issuance of common stock, net
Proceeds from the exercise of stock options
Repurchase of common stock

Dividends paid

Net cash used in financing activities

Effect of exchange rates on cash

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

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

Six months ended

June 30,
2008 2007
$ 4,240 $ 816
319 299
5 5
(318) 186
(H 2
15
78 71
(19)
(385) (168)
(2,473)
(10) (20)
(137) (66)
(37 92)
(46) (107)
(73) (63)
(52) (84)
(104) (127)
(21) 29
985 668
(864) (466)
4
2 (10)
(1,194) (949)
1,140 1,630
916) 201
(12) (10)
(238)
15 13
74 69
(125)
(158)
(206) (166)
96 14
41) 717
2,216 1,157
$ 2,175 $ 1,874
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Certain amounts for 2007 were reclassified to conform with the 2008 presentation.
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CORNING INCORPORATED AND SUBSIDIARY COMPANIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. Significant Accounting Policies

Basis of Presentation

In these notes, the terms Corning, Company, we, us, or our mean Corning Incorporated and subsidiary companies.

The accompanying unaudited consolidated financial statements have been prepared pursuant to the rules and regulations of the Securities and
Exchange Commission (SEC) and in accordance with accounting principles generally accepted in the United States of America (GAAP) for
interim financial information. Certain information and note disclosures normally included in financial statements prepared in accordance with
GAAP have been omitted or condensed. These interim consolidated financial statements should be read in conjunction with Corning s
consolidated financial statements and notes thereto included in its Annual Report on Form 10-K for the year ended December 31, 2007 (2007
Form 10-K).

The unaudited consolidated financial statements reflect all adjustments which, in the opinion of management, are necessary for a fair statement
of the results of operations, financial position and cash flows for the interim periods presented. All such adjustments are of a normal recurring
nature. The results for interim periods are not necessarily indicative of results which may be expected for any other interim period or for the full
year.

Other Income, Net

Other income, net in Corning s consolidated statements of income includes items such as royalty income, foreign exchange gains and losses, and
miscellaneous income and expense. Significant amounts for the periods presented are as follows:

Three months Six months

ended June 30, ended June 30,

2008 2007 2008 2007
Royalty income from Samsung Corning Precision $ 50 $ 34 $ 93 $ 63
Foreign currency exchange and hedge (losses) / gains 6) 13 (34) 27
Gain on sale of Corning s submarine cabling business 19 19

New Accounting Standards
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In September 2006, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standard (SFAS) No. 157,
Fair Value Measurements (SFAS 157). SFAS 157 defines fair value, establishes a framework for measuring fair value in applying generally
accepted accounting principles, and expands disclosures about fair value measurements. SFAS 157 applies whenever an entity is measuring fair

value under other accounting pronouncements that require or permit fair value measurement. SFAS 157 is effective for financial statements
issued for fiscal years beginning after November 15, 2007, however, the FASB provided a one year deferral for implementation of the standard
for non-financial assets and liabilities. Corning adopted SFAS 157 effective January 1, 2008, for all financial assets and liabilities as required.
Refer to Note 14 (Fair Value Measurements) to the consolidated financial statements for additional information about adoption. In November
2007, the FASB provided a one-year deferral for implementation of this standard for certain non-financial assets and liabilities. Corning does not
expect the standard to have a material impact on its consolidated results of operations and financial condition when the standard is fully adopted
in 2009.

10
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In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities including an
amendment of FASB Statement No. 115 (SFAS 159). SFAS 159 allows entities a one-time election to measure many financial instruments and
certain other items at fair value that are not currently required to be measured at fair value (the fair value option ). SFAS 159 is effective for
fiscal years beginning after November 15, 2007. Corning has not elected the fair value option for any assets or liabilities under SFAS 159.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (revised - 2007) (SFAS 141(R)). SFAS 141(R) is a revision to
previously existing guidance on accounting for business combinations. The statement retains the fundamental concept of the purchase method of
accounting, and introduces new requirements for the recognition and measurement of assets acquired, liabilities assumed and noncontrolling
interests. The statement is effective for fiscal years beginning after December 15, 2008. Corning does not expect adoption of this standard to
have a material impact on its consolidated results of operations and financial condition.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements (SFAS 160). The Statement
requires that noncontrolling interests be reported as stockholders equity, a change that will affect Corning s financial statement presentation of
minority interests in its consolidated subsidiaries. The Statement also establishes a single method of accounting for changes in a parent s
ownership interest in a subsidiary as long as that ownership change does not result in deconsolidation. SFAS 160 is required to be applied
prospectively in 2009, except for the presentation and disclosure requirements which are to be applied retrospectively. The statement is effective
for fiscal years beginning after December 15, 2008. Corning is currently evaluating the impact of SFAS 160 and, except for certain
reclassifications required upon adoption of this standard, does not expect the adoption of the standard to have a material impact to its

consolidated results of operations and financial condition.

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities. This Statement is effective
for financial statements issued for periods beginning after November 15, 2008, with early application encouraged. This statement amends and

expands the disclosure requirements in SFAS No. 133, Accounting for Derivative Instruments and Hedging Activitiesand other related
literature. Corning believes that the updated disclosures will not have a material impact on its consolidated results of operations and financial
condition.

In April 2008, the FASB issued FSP FAS 142-3, Determination of the Useful Life of Intangible Assets. This Statement is effective for financial

statements issued for periods beginning after December 15, 2008. This statement conforms certain assumption requirements between SFAS 142,
Goodwill and Intangibles with SFAS 141(R), Business Combinations with respect to estimating the useful life of an intangible asset. In addition,

the Statement requires certain additional disclosures about intangible assets. Corning believes that the adoption of this FSP will not have a

material impact on its consolidated results of operations and financial condition.

In June 2008, the FASB issued Emerging Issue Task Force (EITF) Issue No. 03-6-1 Determining Whether Instruments Granted in Share-Based
Transactions are Participating Securities , effective for financial statements issued for fiscal years beginning after December 15, 2008. Under this
EITF, the FASB addresses whether instruments granted in share-based payment transactions are participating securities prior to vesting, thereby
impacting the calculation of earnings per share. If it is determined that the share-based payment is a participating security, the two-class method
of calculating EPS may be required. Corning believes that this EITF will not have a material impact on its consolidated financial statements.

11
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2. Restructuring, Impairment, and Other Credits

2008 Activities

The following table summarizes the restructuring, impairment, and other charges and (credits) as of and for the six months ended June 30, 2008
(in millions):

Reserve at Revisions Net Reserve at
January 1, to existing charges/ Cash June 30,
2008 plans (reversals) payments 2008
Restructuring activity:
Employee related costs $ 12 $ ) $ $ (©) $ 5
Other charges 22 (@] 18
Total restructuring charges $ 34 $ (D $ () $ (10) $ 23

Cash payments for employee-related costs will be substantially complete by the end of 2008, while payments for exit activities will be
substantially complete by the end of 2012.

2007 Activities

The following table summarizes the restructuring, impairment, and other charges and (credits) as of and for the six months ended June 30, 2007
(in millions):

Reserve at Revisions Net Cash Reserve at
January 1, to existing charges/ Payments June 30,
2007 plans (reversals) in 2007 2007
Restructuring activity:
Employee related costs $ 40 $ 1 $ 1 $ (15 $ 26
Other charges 36 3) 3) (®)] 28
Total restructuring activity $ 76 $ 2 $ 2 $ (20) $ 54

3. Commitments and Contingencies

Asbestos Settlement

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 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 12,400
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 named in approximately 10,350 other cases (approximately 41,600 claims) alleging injuries from asbestos and similar amounts of
monetary damages per claim. Those cases have been covered by insurance without material impact to Corning to date. As described below,
several of Corning s insurance carriers have filed a legal proceeding concerning the extent of any insurance coverage for these claims. Asbestos
litigation is inherently difficult, and past trends in resolving these claims may not be indicators of future outcomes.

12
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On March 28, 2003, Corning announced that it had reached agreement with the representatives of asbestos claimants for the settlement of all
current and future asbestos claims against it and PCC, which might arise from PCC products or operations (the 2003 Plan). The 2003 Plan would
have required Corning to relinquish its equity interest in PCC, contribute its equity interest in Pittsburgh Corning Europe N.V. (PCE), a Belgian
corporation, contribute 25 million shares of Corning common stock, and pay a total of $140 million in six annual installments (present value
$131 million at March 2003), beginning one year after the plan s effective date, with 5.5 percent interest from June 2004. In addition, the 2003
Plan provided that Corning would assign certain insurance policy proceeds from its primary insurance and a portion of its excess insurance.

On December 21, 2006, the Bankruptcy Court issued an order denying confirmation of the 2003 Plan for reasons it set out in a memorandum
opinion. Several parties, including Corning, filed motions for reconsideration. These motions were argued on March 5, 2007, and the
Bankruptcy Court reserved decision.

On January 10, 2008, some of the parties in the proceeding advised the Bankruptcy Court that they had made substantial progress on an
amended plan of reorganization (the Amended PCC Plan) that resolved issues raised by the Court in denying the confirmation of the 2003 Plan
and that would therefore make it unnecessary for the Bankruptcy Court to decide the motion for reconsideration. On March 27, 2008 and May
22,2008, the parties further informed the Bankruptcy Court on the progress toward the Amended PCC Plan. The Bankruptcy Court ordered the
parties to submit the Amended PCC Plan on July 25, 2008 and on that date the parties informed the Court that they were making progress on the
Amended PCC Plan and anticipated filing such plan on August 1, 2008.

As a result of progress in the parties continuing negotiations, Corning believes the Amended PCC Plan now represents the most probable
outcome of this matter and expects that such a proposed Amended PCC Plan will be filed with the Court. At the same time, Corning believes the
probability that the 2003 Plan will become effective has diminished and that plan no longer serves as the basis for the Company s best estimate of
liability. Key provisions of an Amended PCC Plan that have been discussed appear to be acceptable to the parties and address the concerns
expressed by the Bankruptcy Court. Accordingly, in the first quarter of 2008, Corning adjusted its Asbestos Settlement Liability to reflect
components of the Amended PCC Plan. The proposed settlement under the Amended PCC Plan requires Corning to contribute its equity interest
in PCC and PCE and to contribute a fixed series of cash payments, recorded at present value on June 30, 2008. Corning will have the option to

use its shares rather than cash, but the liability is fixed by dollar value and not number of shares.

The Amended PCC Plan does not include non-PCC asbestos claims that may be or have been raised against Corning. Corning has recorded an
additional amount for such claims in its estimated asbestos settlement liability. 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 PCC 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 Company specific data becomes available.

The liability for the Amended PCC Plan and the non-PCC asbestos claims was estimated to be $684 million at June 30, 2008, compared with an
estimate of liability under the original 2003 Plan of $1,002 million at December 31, 2007. In the first quarter of 2008, Corning recorded a credit
to asbestos settlement expense of $327 million as a result of the increase in likelihood of a settlement under the Amended PCC Plan and a
corresponding decrease in the likelihood of a settlement under the 2003 Plan. In the second quarter of 2008, Corning recorded a charge of $9
million to reflect the change in value of the estimated liability under an Amended PCC Plan. That entire settlement 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 is ultimately confirmed 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).
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In the three and six months ended June 30, 2007, Corning recorded asbestos settlement expense under the terms of the 2003 Plan of $76 million
and $186 million, respectively, to adjust the estimated fair value of the components of the proposed asbestos settlement at that time. Of the
$1,002 million estimated liability at December 31, 2007 based on the 2003 Plan, $833 million was included in other accrued liabilities as a
current liability, and $169 million was recorded within the other liabilities component in our consolidated balance sheets.

The Amended PCC Plan is subject to a number of contingencies. The parties have yet to reach final agreement on a number of terms and
conditions that must be negotiated before an Amended PCC Plan acceptable to Corning can be filed. There may be objections from opposing
parties once the Amended PCC Plan is filed. The approval of the Amended PCC Plan by the Bankruptcy Court is not certain. 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.

Two of Corning s primary insurers and several excess insurers have commenced litigation for a declaration of the rights and obligations of the
parties under insurance policies, including rights that may be affected by the potential settlement arrangement described above. Corning is
vigorously contesting these cases. Management is unable to predict the outcome of this insurance litigation.

Other Commitments and Contingencies

In the normal course of our business, we do not routinely provide significant third-party guarantees. When provided, these guarantees have
various terms, and none of these guarantees are individually significant. 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.

We have also agreed to provide a credit facility to Dow Corning Corporation (Dow Corning). The funding of the Dow Corning $150 million
credit facility is subject to events connected to the Dow Corning Bankruptcy Plan. Refer to Note 7 (Investments) to the consolidated financial
statements in our 2007 Form 10-K for a discussion of contingent liabilities associated with Dow Corning.

As of June 30, 2008, contingent guarantees totaled a notional value of $297 million, compared with $325 million at December 31, 2007. We also
were contingently liable for purchase obligations of $376 million and $262 million, at June 30, 2008 and December 31, 2007, respectively. We
believe a significant majority of these guarantees and contingent liabilities will expire without being funded.

Product warranty liability accruals at June 30, 2008 and December 31, 2007 were $24 million and $19 million, respectively.

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 in our 2007 Form 10-K and in Part I  Item 1, Legal Proceedings, and is subject to
various claims which 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 consolidated financial position, liquidity, or results of operations, is remote.

-10-
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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 19 active hazardous waste sites. Under the Superfund Act, all parties who may have contributed
any waste to a hazardous waste site, identified by such 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 Corning based on expert analysis and continual monitoring by both internal and external consultants. At June 30, 2008, and
December 31, 2007, Corning had accrued approximately $19 million 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.

4. Debt

There were no significant debt transactions in the first and second quarters of 2008.

In the first quarter of 2007, we paid $238 million to redeem $223 million principal amount of our 6.25% Euro notes due 2010. We recognized a
loss of $15 million upon the early redemption of these notes.

5. Income Taxes

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

Three months Six months

ended June 30, ended June 30,

2008 2007 2008 2007
Provision (benefit) for income taxes $ (2,383) $ 19 $ (2,322) $ 75
Effective tax (benefit) rate (515.8)% 6.6% (185.3)% 16.4%

For the three months ended June 30, 2008, the effective income tax rate differed from the U.S. statutory rate of 35% primarily due to the
following items:

The release of $2.4 billion of valuation allowances resulting from a change in judgment about the realizability of deferred tax assets in
future years, described below.
The impact of not recording net tax expense on income generated in the U.S.

The benefit of tax holidays and investment credits in foreign jurisdictions.

The impact of discrete items for which no tax benefit was recorded, including litigation-related items totaling $21 million. Refer to Note 3
(Commitments and Contingencies) for additional information about asbestos settlement litigation. Discrete items and the valuation
allowance release decreased our effective tax rate by 529.2 percentage points.

In addition to the items noted above, the tax provision for the six months ended June 30, 2008, reflected the impact of additional discrete items
for which no tax expense was recorded including an asbestos settlement credit of $327 million. For the six months ended June 30, 2008, discrete
items and the valuation allowance release decreased our effective tax rate by 199.2 percentage points.

11 -
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For the three months ended June 30, 2007, the effective tax rate reflected the following items:

The impact of not recording tax benefits (expenses) on losses (income) generated in the U.S. until management could determine that an
appropriate level of profitability could be reached and sustained in the U.S.
The benefit of tax holidays and investment credits in Taiwan.

The release of a $17 million reserve related to a favorable tax ruling from the Taiwanese government received in the second quarter of
2007.

The impact of discrete items for which no tax benefit was recorded including asbestos settlement expense of $76 million and a gain on the
sale of our European submarine cabling business. Refer to Note 3 (Commitments and Contingencies) for additional information about the
asbestos settlement. Discrete items and the tax reserve release decreased our effective tax rate by 5.4 percentage points for the three months
ended June 30, 2007.

In addition to the items noted above, the tax provision for the six months ended June 30, 2007, reflected the impact of additional discrete items
for which no tax benefit was recorded including asbestos settlement expense of $110 million and a loss on the repurchase of debt of $15 million.
For the six months ended June 30, 2007, discrete items increased our effective tax rate by 1.9 percentage points.

As more fully described in Note 6 (Income Taxes) to the consolidated financial statements in our 2007 Form 10-K, all of our U.S. deferred tax
assets had full valuation allowances at December 31, 2007. In the second quarter, we concluded that it is more likely than not that we will realize
substantially all of our U.S. deferred tax assets because we expect to generate sufficient levels of income in the U.S. As a result, we released

$2.4 billion of valuation allowances on our U.S. deferred tax assets. In accordance with SFAS 109, Accounting for Income Taxes (SFAS 109),
we considered all available evidence, both positive and negative, to determine whether, based on the weight of that evidence, a valuation
allowance is needed.

The evaluation of the realizability of deferred tax assets is inherently subjective. Following are t