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these instruments to market has been recognized in the results of operations. We will evaluate these
transactions from time to time to determine whether they should be designated as hedges.

Environmental Compliance and Remediation

Environmental expenditures that relate to current operations are expensed or capitalized as
appropriate. Expenditures that relate to existing conditions caused by past operations which do not
contribute to current or future revenue generation are expensed. Liabilities are recorded when
environmental assessments and/or remedial efforts are probable and the costs can be reasonably
estimated. Estimated costs are based upon current laws and regulations, existing technology and the
most probable method of remediation. The costs are not discounted and exclude the effects of inflation.
If the cost estimates result in a range of equally probable amounts, the lower end of the range is accrued.

Pension Plans

Annual net periodic pension costs under defined benefit pension plans are determined on an actuarial
basis. Our policy is to fund these costs through deposits with trustees in accordance with applicable
funding regulations. Benefits are determined based upon employees’ length of service, wages or a
combination of length of service and wages.

Postretirement Benefits Other Than Pensions

Annual net postretirement benefits expense under the defined benefit plans and the related liabilities
are determined on an actuarial basis. Our policy is to fund these benefits as they become due. Benefits
are determined primarily based upon employees’ length of service and include applicable employee cost
sharing.

Postemployment Benefits

Annual net postemployment benefits expense under our benefit plans and the related liabilities are
accrued as service is rendered for those obligations that accumulate or vest and can be reasonably
estimated. Obligations that do not accumulate or vest are recorded when payment of the benefits is
probable and the amounts can be reasonably estimated.

Statement of Cash Flows

For purposes of reporting cash flows, we consider highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents.

Cash and Cash Equivalents

Our marketable securities satisfy the criteria for cash equivalents and are classified accordingly. At
December 31, 2003, we maintained cash deposits of $195 primarily in support of letters of credit and
surety bonds that are used principally for the purposes of meeting various states’ requirements in order
to self-insure our workers’ compensation obligations and providing credit enhancement of certain lease
agreements. These financial instruments are expected to be renewed each year. A total of $98 of the
deposits may not be withdrawn.
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