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which are used principally for the purpose of meeting various states’ requirements in order to self-insure
our workers compensation obligations, are expected to be renewed each year. We accrue the estimated
liability for workers compensation claims, including incurred but not reported claims. Accordingly, no
significant impact on our financial condition would result if the letters of credit were drawn or the surety
bonds or certificate accounts were called.

In connection with certain of our divestitures, there may be future claims and proceedings instituted
or asserted against us relative to the period of our ownership or pursuant to indemnifications or
guarantees provided in connection with the respective transactions. The estimated maximum potential
amount of payments under these obligations is not determinable due to the significant number of
divestitures and lack of a stated maximum liability for certain matters. In some cases, we have insurance
coverage available to satisfy claims related to the divested businesses. We believe that payments, if any,
in excess of amounts provided or insured related to such matters are not reasonably likely to have a
material adverse effect on our liquidity, financial condition or results of operations.

Contingencies — We are a party to various pending judicial and administrative proceedings arising
in the ordinary course of business. These include, among others, proceedings based on product liability
claims and alleged violations of environmental laws. We have reviewed our pending judicial and legal
proceedings, including the probable outcomes, reasonably anticipated costs and expenses, availability
and limits of our insurance coverage and our established reserves for uninsured liabilities. We do not
believe that any liabilities that may result from these proceedings are reasonably likely to have a
material adverse effect on our liquidity, financial condition or results of operations.

Asbestos — Related Product Liabilities — Since the mid-1980s, we have been a defendant in
asbestos bodily injury litigation. For most of this period, our asbestos-related claims were administered
by the Center for Claims Resolution (CCR), which settled claims for its member companies on a shared
settlement cost basis. In February 2001, the CCR was reorganized and discontinued negotiating shared
settlements. Since then, we have independently controlled our legal strategy and settlements. In August
2001, we retained Peterson Asbestos Consulting Enterprise (PACE), a subsidiary of Peterson
Consulting, Inc., to administer our claims, bill our insurance carriers and assist us in claims negotiation
and resolution.

At December 31, 2003, we had approximately 149,000 pending asbestos-related product liability
claims, consisting of approximately 139,000 unresolved claims and approximately 10,000 claims settled
pending payment (including 7,000 claims remaining from when we were a member of the CCR and
3,000 claims we have settled subsequently). This compares to approximately 139,000 pending claims
that we reported at December 31, 2002, consisting of approximately 115,000 unresolved claims and
approximately 24,000 claims settled pending payment (including 14,000 claims remaining from when
we were a member of the CCR and 10,000 claims we have settled subsequently). We believe that we are
now being named in more claims because claimants are routinely naming many former CCR members
in individual claims, and that more of our claims are now pending for longer periods because we are
aggressively defending claims which might previously have been settled by the CCR. We attribute the
increase in the number of claims which occurred in the first half of 2003 in large part to the delayed
service of numerous complaints that had been filed in Mississippi in advance of the January 1, 2003
effective date of new laws limiting the filing of tort claims in that state. Many of these were amended
claims that had not originally named Dana as a defendant. The number of pending claims declined by
5,000 in the fourth quarter of 2003.

The overall increase in the number of pending claims has not materially affected our aggregate loss
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