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We follow Statement of Financial Accounting Standards (SFAS) No. 133, “Accounting for
Derivative Instruments and Hedging Activities,” and SFAS No. 138, “Accounting for Certain Derivative
Instruments and Certain Hedging Transactions.” These Statements require, among other things, that all
derivative instruments be recognized on the balance sheet at fair value. Interest rate swap agreements
have been formally designated as hedges. The effect of marking these contracts to market has been
recorded as a direct adjustment of the underlying debt for those contracts designated as fair value hedges
and as an adjustment of other comprehensive income for those contracts designated as cash flow hedges.
Foreign currency forwards and other derivatives have not been designated as hedges and the effect of
marking
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