
Accordingly, we are unable to quantify the amount of impairment 
that may result from determining the implied fair value of the 
related goodwill at this time. Any adjustment of goodwill resulting 
from the initial assessment will be recognized as the effect of a 
change in accounting as of the beginning of 2002. The results of 
operations for the year ending December 31, 2002 would have 
included approximately $36 of goodwill amortization, including 
our share of amounts recorded by equity affiliates, if not for the 
adoption of SFAS No. 142.

Loans Receivable
Loans receivable consist primarily of loans to partnerships in which 
DCC has an interest and loans secured by equipment and first 
mortgages on real property. The loans to partnerships are 
collateralized by the partnerships' assets. Income on all loans is 
recognized using the interest method. Interest income on impaired 
loans is recognized as cash is collected or on a cost recovery basis.

Allowance for Losses on Loans Receivable
Provisions for losses on loans receivable are determined on the 
basis of loss experience and assessment of inherent risk. 
Adjustments are made to the allowance for losses to adjust loans 
receivable to an estimated collectible amount. Income recognition 
is generally discontinued on accounts which are contractually 
past due and where no payment activity has occurred within 120 
days. Accounts are charged against the allowance for losses when 
determined to be uncollectible.

Properties and Depreciation
Property, plant and equipment are valued at historical costs. 
Depreciation is recognized over the estimated useful lives using 
primarily the straight-line method for financial reporting purposes 
and accelerated depreciation methods for federal income tax 
purposes. Long-lived assets are reviewed for impairment and 
where appropriate are adjusted to fair market value.

Revenue Recognition
Sales are recognized when products are shipped and title has 
transferred to the customer. Accruals for warranty costs, sales 
returns and other allowances are provided at the time of shipment 
based upon experience. Adjustments are made as new information 
becomes available. Shipping and handling fees billed to customers 
are included in sales and the costs of shipping and handling are 
included in cost of sales.

Income Taxes
Current tax liabilities and assets are recognized for the estimated 
taxes payable or refundable on the tax returns for the current year. 
Deferred tax balances reflect the impact of temporary differences 
between the carrying amount of assets and liabilities and their 
tax bases. Amounts are stated at enacted tax rates expected to be 
in effect when taxes are actually paid or recovered. Deferred tax 
assets are reduced, if necessary, by the amount of any tax benefits 
not expected to be realized.

The “flow-through" method of accounting is used for investment 
tax credits, except for investment tax credits arising from leveraged 
leases and certain direct financing leases for which the deferred 
method is used for financial statement purposes.

Financial Instruments
The reported fair values of financial instruments are based on a 
variety of factors. Where available, fair values represent quoted

market prices for identical or comparable instruments. Where 
quoted market prices are not available, fair values are estimated 
based on assumptions concerning the amount and timing of 
estimated future cash flows and assumed discount rates reflecting 
varying degrees of credit risk. Fair values may not represent actual 
values of the financial instruments that could be realized as of 
the balance sheet date or that will be realized in the future.

Derivative Financial Instruments
We enter into forward exchange contracts to hedge our exposure 
to the effects of currency fluctuations on a portion of our projected 
sales and purchase commitments. The changes in the fair value 
of these contracts are generally offset by exchange gains or losses 
on the underlying exposures. We also use interest rate swaps to 
manage exposure to fluctuations in interest rates and to balance 
the mix of our fixed and floating rate debt. We do not use 
derivatives for trading or speculative purposes.

In January 2001, we adopted SFAS No. 133, “Accounting for 
Derivative Instruments and Hedging Aetivities," 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 arrangements 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 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.

The adoption of SFAS Nos. 133 and 138 did not have a material 
effect on the results of operations.

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 and other societal and economic factors. 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 as accrued, including amortization of the initial 
unrecognized net obligation over 15 years and obligations arising 
due to plan amendments over the period benefited, through 
deposits with trustees. Benefits are determined based upon 
employees’ length of service, wages or a combination of length 
of service and wages.
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