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(205) 298-3000    (Registrant's telephone number including
area code)

Indicate by check mark whether the registrant (1) has filed
all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12
months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days. 

Yes ☒ No☐

Indicate by check mark whether the registrant has submitted
electronically and posted on its corporate Web site, if any,
every Interactive Data File required to be submitted and
posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files).  Yes ☒
No ☐

Indicate by check mark whether registrant is a large
accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large
accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ☒ Accelerated filer ☐

Non-accelerated filer  ☐
(Do not check if a smaller
reporting company)

Smaller reporting company ☐

Indicate by check mark whether the registrant is a shell
company (as defined in Rule 12b-2 of the Exchange
Act).  Yes ☐  No ☒

Indicate the number of shares outstanding of each of the
issuer's classes of common stock, as of the latest practicable
date:

                  Class                  
Common Stock, $1 Par Value

Shares outstanding
      at March 31, 2014      
130,801,745
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Unless otherwise stated or the context otherwise requires, references in this report to
“Vulcan,” the “company,” “we,” “our,” or “us” refer to Vulcan Materials Company and its
consolidated subsidiaries.

1

Edgar Filing: Vulcan Materials CO - Form 10-Q

4



part I   financial information

ITEM 1

FINANCIAL STATEMENTS

VULCAN MATERIALS COMPANY AND SUBSIDIARY COMPANIES

CONDENSED CONSOLIDATED BALANCE SHEETS

Unaudited, except for December 31 March 31 December 31 March 31
in thousands, except per share data 2014 2013 2013 
Assets
Cash and cash equivalents $       268,773 $       193,738 $       188,081 
Restricted cash 63,024 0 0 
Accounts and notes receivable
  Accounts and notes receivable, gross 353,601 344,475 328,202 
  Less: Allowance for doubtful accounts (5,264) (4,854) (6,030)
   Accounts and notes receivable, net 348,337 339,621 322,172 
Inventories
  Finished products 258,007 270,603 267,783 
  Raw materials 19,431 29,996 27,148 
  Products in process 875 6,613 6,168 
  Operating supplies and other 27,520 37,394 39,475 
   Inventories 305,833 344,606 340,574 
Current deferred income taxes 39,591 40,423 38,844 
Prepaid expenses 28,184 22,549 24,762 
Assets held for sale 0 10,559 12,929 
Total current assets 1,053,742 951,496 927,362 
Investments and long-term receivables 42,137 42,387 41,707 
Property, plant & equipment
  Property, plant & equipment, cost 6,340,034 6,933,602 6,675,569 
  Reserve for depreciation, depletion & amortization (3,446,744) (3,621,585) (3,507,394)
   Property, plant & equipment, net 2,893,290 3,312,017 3,168,175 
Goodwill 3,081,521 3,081,521 3,086,043 
Other intangible assets, net 633,870 697,578 694,659 
Other noncurrent assets 167,675 174,144 160,529 
Total assets $    7,872,235 $    8,259,143 $    8,078,475 
Liabilities
Current maturities of long-term debt $              171 $              170 $       140,604 
Trade payables and accruals 150,628 139,345 116,677 
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Other current liabilities 190,069 159,620 212,572 
Total current liabilities 340,868 299,135 469,853 
Long-term debt 2,006,782 2,522,243 2,525,420 
Noncurrent deferred income taxes 693,234 701,075 614,405 
Deferred revenue 218,946 219,743 73,392 
Other noncurrent liabilities 581,286 578,841 680,476 
Total liabilities 3,841,116 4,321,037 4,363,546 
Other commitments and contingencies (Note 8)
Equity
Common stock, $1 par value, Authorized 480,000 shares,
 Issued 130,802, 130,200 and 129,952 shares, respectively 130,802 130,200 129,952 
Capital in excess of par value 2,651,949 2,611,703 2,585,696 
Retained earnings 1,343,294 1,295,834 1,220,512 
Accumulated other comprehensive loss (94,926) (99,631) (221,231)
Total equity 4,031,119 3,938,106 3,714,929 
Total liabilities and equity $    7,872,235 $    8,259,143 $    8,078,475 
The accompanying Notes to the Condensed Consolidated Financial Statements are an integral part of these
statements.
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VULCAN MATERIALS COMPANY AND SUBSIDIARY COMPANIES

CONDENSED CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME

Three Months Ended
Unaudited March 31
in thousands, except per share data 2014 2013 
Net sales $       548,496 $       504,554 
Delivery revenues 25,924 33,608 
  Total revenues 574,420 538,162 
Cost of goods sold 514,404 486,899 
Delivery costs 25,924 33,608 
  Cost of revenues 540,328 520,507 
  Gross profit 34,092 17,655 
Selling, administrative and general expenses 66,119 64,655 
Gain on sale of property, plant & equipment
 and businesses, net 236,364 4,110 
Restructuring charges 0 (1,509)
Other operating expense, net (9,668) (5,659)
  Operating earnings (loss) 194,669 (50,058)
Other nonoperating income, net 2,825 2,373 
Interest expense, net 120,089 52,752 
Earnings (loss) from continuing operations
 before income taxes 77,405 (100,437)
Provision for (benefit from) income taxes 22,900 (38,818)
Earnings (loss) from continuing operations 54,505 (61,619)
Earnings (loss) on discontinued operations, net of tax (510) 6,783 
Net earnings (loss) $         53,995 $       (54,836)
Other comprehensive income, net of tax
  Reclassification adjustment for cash flow hedges 2,985 854 
  Adjustment for remeasurement of postretirement obligation 2,942 0 
  Amortization of pension and postretirement benefit
    plans actuarial loss and prior service cost (1,222) 3,432 
Other comprehensive income 4,705 4,286 
Comprehensive income (loss) $         58,700 $       (50,550)
Basic earnings (loss) per share
  Continuing operations $             0.42 $           (0.47)
  Discontinued operations (0.01) 0.05 
  Net earnings (loss) $             0.41 $           (0.42)
Diluted earnings (loss) per share
  Continuing operations $             0.41 $           (0.47)
  Discontinued operations 0.00 0.05 
  Net earnings (loss) $             0.41 $           (0.42)
Weighted-average common shares outstanding
  Basic 130,810 130,186 
  Assuming dilution 132,314 130,186 
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Cash dividends per share of common stock $             0.05 $             0.01 
Depreciation, depletion, accretion and amortization $         69,378 $         75,597 
Effective tax rate from continuing operations 29.6% 38.6% 
The accompanying Notes to the Condensed Consolidated Financial Statements are an integral part
of these statements.
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VULCAN MATERIALS COMPANY AND SUBSIDIARY COMPANIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended
Unaudited March 31
in thousands 2014 2013 
Operating Activities
Net earnings (loss) $         53,995 $       (54,836)
Adjustments to reconcile net earnings to net cash provided by operating activities
  Depreciation, depletion, accretion and amortization 69,378 75,597 
  Net gain on sale of property, plant & equipment and businesses (236,364) (17,141)
  Contributions to pension plans (1,355) (1,132)
  Share-based compensation 4,319 4,933 
  Excess tax benefits from share-based compensation (2,997) (856)
  Deferred tax provision (7,648) (39,918)
  Cost of debt purchase 72,949 0 
  Changes in assets and liabilities before initial effects of business acquisitions
    and dispositions 40,127 22,349 
Other, net 2,624 (1,863)
Net cash used for operating activities $         (4,972) $       (12,867)
Investing Activities
Purchases of property, plant & equipment $       (46,006) $       (26,851)
Proceeds from sale of property, plant & equipment 17,785 1,623 
Proceeds from sale of businesses, net of transaction costs 720,056 18,164 
Payment for businesses acquired, net of acquired cash 0 (60,212)
Increase in restricted cash (63,024) 0 
Other, net 0 2 
Net cash provided by (used for) investing activities $       628,811 $       (67,274)
Financing Activities
Payment of current maturities, long-term debt & line of credit $     (579,676) $       (10,016)
Proceeds from issuance of common stock 22,808 0 
Dividends paid (6,531) (1,299)
Proceeds from exercise of stock options 11,599 3,203 
Excess tax benefits from share-based compensation 2,997 856 
Other, net (1) 0 
Net cash used for financing activities $     (548,804) $         (7,256)
Net increase (decrease) in cash and cash equivalents 75,035 (87,397)
Cash and cash equivalents at beginning of year 193,738 275,478 
Cash and cash equivalents at end of period $       268,773 $       188,081 
The accompanying Notes to the Condensed Consolidated Financial Statements are an integral part of the statements.
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notes to condensed consolidated financial statements

Note 1: summary of significant accounting policies

NATURE OF OPERATIONS

Vulcan Materials Company (the “Company,” “Vulcan,” “we,” “our”), a New Jersey corporation, is the nation's largest
producer of construction aggregates, primarily crushed stone, sand and gravel and a major producer of asphalt mix and
ready-mixed concrete.

BASIS OF PRESENTATION

Our accompanying unaudited condensed consolidated financial statements were prepared in compliance with the
instructions to Form 10-Q and Article 10 of Regulation S-X and thus do not include all of the information and
footnotes required by accounting principles generally accepted in the United States of America for complete financial
statements. Our condensed consolidated balance sheet as of December 31, 2013 was derived from the audited
financial statement at that date. In the opinion of our management, the statements reflect all adjustments, including
those of a normal recurring nature, necessary to present fairly the results of the reported interim periods. Operating
results for the three month period ended March 31, 2014 are not necessarily indicative of the results that may be
expected for the year ended December 31, 2014. For further information, refer to the consolidated financial statements
and footnotes included in our most recent Annual Report on Form 10-K.

Due to the 2005 sale of our Chemicals business as presented in Note 2, the operating results of the Chemicals business
are presented as discontinued operations in the accompanying Condensed Consolidated Statements of Comprehensive
Income.

RECLASSIFICATIONS

Certain items previously reported in specific financial statement captions have been reclassified to conform with the
2014 presentation.

RESTRICTED CASH
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Restricted cash consists of cash proceeds from the sale of property held in escrow for the acquisition of replacement
property under like-kind exchange agreements. The escrow accounts are administered by an intermediary. Pursuant to
the like-kind exchange agreements, the cash remains restricted for a maximum of 180 days from the date of the
property sale pending the acquisition of replacement property. Changes in restricted cash balances are reflected as an
investment activity in the accompanying Condensed Consolidated Statements of Cash Flows.

RESTRUCTURING CHARGES

In 2012, our Board approved a Profit Enhancement Plan that further leveraged our streamlined management structure
and substantially completed ERP and Shared Services platforms to achieve cost reductions and other earnings
enhancements. During the first three months of 2013, we incurred $1,509,000 of costs (primarily project design,
outside advisory and severance) related to the implementation of this plan. We do not anticipate any future material
charges related to this Profit Enhancement Plan.

5
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EARNINGS PER SHARE (EPS)

We report two earnings per share numbers: basic and diluted. These are computed by dividing net earnings by the
weighted-average common shares outstanding (basic EPS) or weighted-average common shares outstanding assuming
dilution (diluted EPS), as set forth below:

Three Months Ended
March 31

in thousands 2014 2013 
Weighted-average common shares
 outstanding 130,810 130,186 
Dilutive effect of
  Stock options/SOSARs 693 0 
  Other stock compensation plans 811 0 
Weighted-average common shares
 outstanding, assuming dilution 132,314 130,186 

All dilutive common stock equivalents are reflected in our earnings per share calculations. Antidilutive common stock
equivalents are not included in our earnings per share calculations. In periods of loss, shares that otherwise would
have been included in our diluted weighted-average common shares outstanding computation are excluded. These
excluded shares are as follows: three months ended March 31, 2013 — 1,144,000.

The number of antidilutive common stock equivalents for which the exercise price exceeds the weighted-average
market price is as follows:

Three Months
Ended

March 31
in thousands 2014 2013 
Antidilutive common stock equivalents 2,373 2,907 
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Note 2: Discontinued Operations

In 2005, we sold substantially all the assets of our Chemicals business to Basic Chemicals, a subsidiary of Occidental
Chemical Corporation. In addition to the initial cash proceeds, Basic Chemicals was required to make payments under
two earn-out agreements. In March 2013, we received the final earn-out payment in the amount of $13,031,000.
During 2012, we received an earn-out payment of $11,369,000. We were liable for a cash transaction bonus payable
annually to certain former key Chemicals employees based on the prior years’ earn-out results. As of March 31, 2013,
we had accrued $1,303,000 for the 2013 transaction bonus which was subsequently paid in 2013.

The financial results of the Chemicals business are classified as discontinued operations in the accompanying
Condensed Consolidated Statements of Comprehensive Income for all periods presented. There were no net sales or
revenues from discontinued operations for the periods presented. Results from discontinued operations are as follows:

Three Months Ended
March 31

in thousands 2014 2013 
Discontinued Operations
Pretax loss $          (842) $          (540)
Gain on disposal, net of transaction bonus 0 11,728 
Income tax (provision) benefit 332 (4,405)
Earnings (loss) on discontinued operations,
 net of income taxes $          (510) $        6,783 

The pretax losses from discontinued operations noted above were due primarily to general and product liability costs,
including legal defense costs, and environmental remediation costs associated with our former Chemicals business.

6
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Note 3: Income Taxes

Our estimated annual effective tax rate (EAETR) is based on full year expectations of pretax book earnings, statutory
tax rates, permanent differences between book and tax accounting such as percentage depletion and tax planning
alternatives available in the various jurisdictions in which we operate. For interim financial reporting, except in
circumstances as described in the following paragraph, we calculate our quarterly income tax provision in accordance
with the EAETR. Each quarter, we update our EAETR based on our revised full year expectation of pretax book
earnings and calculate the income tax provision or benefit so that the year-to-date income tax provision reflects the
EAETR. Significant judgment is required in determining our EAETR.

When expected pretax book earnings for the full year are at or near breakeven, the EAETR can distort the income tax
provision for an interim period due to the size and nature of our permanent differences. In these circumstances, we
calculate the interim income tax provision using the year-to-date effective tax rate. This method results in an income
tax provision based solely on the year-to-date pretax book earnings as adjusted for permanent differences on a pro rata
basis. In the first quarter of 2014, income taxes were calculated based on the EAETR. In the first quarter of 2013,
income taxes were calculated based on the year-to-date effective tax rate.

We recorded an income tax provision from continuing operations of $22,900,000 in the first quarter of 2014 compared
to an income tax benefit from continuing operations of $38,818,000 in the first quarter of 2013.  The change in our
income tax provision for the year resulted largely from applying the statutory rate to the increase in our pretax book
earnings.

We recognize a tax benefit associated with an uncertain tax position when, in our judgment, it is more likely than not
that the position will be sustained based upon the technical merits of the position. For a tax position that meets the
more-likely-than-not recognition threshold, we initially and subsequently measure the tax benefit as the largest
amount that we judge to have a greater than 50% likelihood of being realized. Our liability associated with
unrecognized tax benefits is adjusted periodically due to changing circumstances, such as the progress of tax audits,
case law developments and new or emerging legislation. Such adjustments are recognized entirely in the period in
which they are identified. Our income tax provision includes the net impact of changes in the liability for
unrecognized tax benefits.

We recognize deferred tax assets and liabilities based on the differences between the financial statement’s carrying
amounts of assets and liabilities and the amounts used for income tax purposes. Deferred tax assets represent items to
be used as a tax deduction or credit in future tax returns. Realization of the deferred tax assets ultimately depends on
the existence of sufficient taxable income of the appropriate character in either the carryback or carryforward period.

Each quarter we analyze the likelihood that our deferred tax assets will be realized. A valuation allowance is recorded
if, based on the weight of all available positive and negative evidence, it is more likely than not (a likelihood of more
than 50%) that some portion, or all, of a deferred tax asset will not be realized. A summary of our deferred tax assets
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is included in Note 9 “Income Taxes” in our Annual Report on Form 10-K for the year ended December 31, 2013.

On an annual basis, we perform a comprehensive analysis of all forms of positive and negative evidence based on year
end results. During each interim period, we update our annual analysis for significant changes to the positive and
negative evidence.

Based on our first quarter 2014 analysis, we believe it is more likely than not that we will realize the benefit of all our
deferred tax assets with the exception of the state net operating loss carryforwards for which a valuation allowance has
been recorded. For 2014, we project a valuation allowance of $54,919,000 against our state net operating loss deferred
tax asset carryforwards; an increase of $8,639,000 from the prior year-end. Of the $54,919,000 valuation allowance,
$53,490,000 relates to our Alabama net operating loss carryforward. The remaining valuation allowance of
$1,429,000 relates to other state net operating loss carryforwards. This change in the valuation allowance is reflected
as a component of our income tax provision.

7
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Note 4: deferred revenue

We have entered into two transactions (September 2013 and December 2012) through which we sold a percentage of
the future production from aggregates reserves at eight quarries (seven owned and one leased). These sales were
structured as volumetric production payments (VPPs). We received net cash proceeds of $153,282,000 and
$73,644,000 for the 2013 and 2012 transactions, respectively. These proceeds were recorded as deferred revenue on
the balance sheet and are amortized on a unit-of-sales basis to revenue over the terms of the VPPs. Concurrently, we
entered into marketing agreements with the purchaser through which we are designated the exclusive sales agent for
the purchaser’s percentage of future production. Acting as the purchaser’s agent, our consolidated total revenues
exclude these sales proceeds.

The common key terms of both VPP transactions are:

§ the purchaser has a nonoperating interest in reserves entitling them to a percentage of future production
§ there is no minimum annual or cumulative production or sales volume, nor any minimum sales price guarantee
§ the purchaser has the right to take its percentage of future production in physical product, or receive the cash
proceeds from the sale of its percentage of future production under the terms of a separate marketing agreement

§ the purchaser's percentage of future production is conveyed free and clear of future costs of production and sales
§ we retain full operational and marketing control of the specified quarries
§ we retain fee simple interest in the land as well as any residual values that may be realized upon the conclusion of
mining

The key terms specific to the 2013 VPP transaction are:

§ terminates at the earlier to occur of September 30, 2051 or the sale of 250.8 million tons of aggregates from the
specified quarries subject to the VPP; based on historical and projected volumes from the specified quarries, it is
expected that 250.8 million tons will be sold prior to September 30, 2051

§ the purchaser's percentage of the maximum 250.8 million tons of future production is estimated, based on current
sales volume projection, to be 11.5% (approximately 29 million tons); the actual percentage may vary

The key terms specific to the 2012 VPP transaction are:

§ terminates at the earlier to occur of December 31, 2052 or the sale of 143.2 million tons of aggregates from the
specified quarries subject to the VPP; based on historical and projected volumes from the specified quarries, it is
expected that 143.2 million tons will be sold prior to December 31, 2052

§ the purchaser's percentage of the maximum 143.2 million tons of future production is estimated, based on current
sales volume projection, to be 10.5% (approximately 15 million tons); the actual percentage may vary
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The impact to our net sales and gross margin related to the VPPs is outlined as follows:

Three Months Ended
March 31

in thousands 2014 2013 
Amortization of deferred revenue $           984 $           253 
Purchaser's proceeds from sale of production (2,944) (829)
Decrease to net sales and gross margin $       (1,960) $          (576)

Based on expected aggregates sales from the specified quarries, we anticipate recognizing a range of $4,600,000 to
$5,600,000 of deferred revenue during the 12-month period ending March 31, 2015.

8
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Note 5: Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value hierarchy prioritizes the inputs to
valuation techniques used to measure fair value into three broad levels as described below:

Level 1: Quoted prices in active markets for identical assets or liabilities

Level 2: Inputs that are derived principally from or corroborated by observable market data

Level 3: Inputs that are unobservable and significant to the overall fair value measurement

Our assets subject to fair value measurement on a recurring basis are summarized below:

Level 1
March 31 December 31 March 31

in thousands 2014 2013 2013 
Fair Value Recurring
Rabbi Trust
 Mutual funds $       14,257 $       15,255 $       13,628 
 Equities 15,502 12,828 11,207 
Total $       29,759 $       28,083 $       24,835 

Level 2
March 31 December 31 March 31

in thousands 2014 2013 2013 
Fair Value Recurring
Rabbi Trust
 Common/collective trust funds $        1,274 $        1,244 $        1,545 
Total $        1,274 $        1,244 $        1,545 
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We have established two Rabbi Trusts for the purpose of providing a level of security for the employee nonqualified
retirement and deferred compensation plans and for the directors' nonqualified deferred compensation plans. The fair
values of these investments are estimated using a market approach. The Level 1 investments include mutual funds and
equity securities for which quoted prices in active markets are available. Level 2 investments are stated at estimated
fair value based on the underlying investments in those funds (short-term, highly liquid assets in commercial paper,
short-term bonds and certificates of deposit).

Net trading gains of the Rabbi Trust investments were $2,395,000 and $1,848,000 for the three months ended March
31, 2014 and 2013, respectively. The portions of the net trading gains related to investments still held by the Rabbi
Trusts at March 31, 2014 and 2013 were $1,995,000 and $1,706,000,  respectively.

The carrying values of our cash equivalents, accounts and notes receivable, current maturities of long-term debt,
short-term borrowings, trade payables and accruals, and other current liabilities approximate their fair values because
of the short-term nature of these instruments. Additional disclosures for derivative instruments and interest-bearing
debt are presented in Notes 6 and 7, respectively.

There were no assets or liabilities subject to fair value measurement on a nonrecurring basis in 2013. Assets that were
subject to fair value measurement on a nonrecurring basis as of March 31, 2014 are summarized below:

As of March 31, 2014
Impairment

in thousands Level 2 Charges
Fair Value Nonrecurring
Property, plant & equipment $        2,280 $        2,987 
Total $        2,280 $        2,987 

We recorded a $2,987,000 loss on impairment of long-lived assets in the first quarter of 2014 reducing the carrying
value of these assets to their estimated fair value of $2,280,000. Fair value was estimated using a market approach
(observed transactions involving comparable assets in similar locations).

9
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Note 6: Derivative Instruments

During the normal course of operations, we are exposed to market risks including fluctuations in interest rates, foreign
currency exchange rates and commodity pricing. From time to time, and consistent with our risk management policies,
we use derivative instruments to hedge against these market risks. We do not utilize derivative instruments for trading
or other speculative purposes.

The accounting for gains and losses that result from changes in the fair value of derivative instruments depends on
whether the derivatives have been designated and qualify as hedging instruments and the type of hedging relationship.
The interest rate swap agreements described below were designated as either cash flow hedges or fair value hedges.
The changes in fair value of our interest rate swap cash flow hedges are recorded in accumulated other comprehensive
income (AOCI) and are reclassified into interest expense in the same period the hedged items affect earnings. The
changes in fair value of our interest rate swap fair value hedges are recorded as interest expense consistent with the
change in the fair value of the hedged items attributable to the risk being hedged.

CASH FLOW HEDGES

We have used interest rate swap agreements designated as cash flow hedges to minimize the variability in cash flows
of liabilities or forecasted transactions caused by fluctuations in interest rates. During 2007, we entered into fifteen
forward starting interest rate swap agreements for a total stated amount of $1,500,000,000. Upon the 2007 and 2008
issuances of the related fixed-rate debt, we terminated and settled these forward starting swaps for cash payments of
$89,777,000. Amounts in AOCI are being amortized to interest expense over the term of the related debt. This
amortization was reflected in the accompanying Condensed Consolidated Statements of Comprehensive Income as
follows:

Three Months Ended
Location
on March 31

in thousands Statement 2014 2013 
Cash Flow Hedges
Loss reclassified from AOCI Interest
 (effective portion) expense $       (4,934) $       (1,415)
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The 2014 loss reclassified from AOCI includes the acceleration of a proportional amount of the deferred loss in the
amount of $3,762,000 referable to the debt purchase as disclosed in Note 7.

For the 12-month period ending March 31, 2015, we estimate that $3,994,000 of the pretax loss in AOCI will be
reclassified to earnings.

FAIR VALUE HEDGES

We have used interest rate swap agreements designated as fair value hedges to minimize exposure to changes in the
fair value of fixed-rate debt that results from fluctuations in the benchmark interest rates for such debt. In June 2011,
we issued $500,000,000 of 6.50% fixed-rate notes due in 2016. Concurrently, we entered into interest rate swap
agreements in the stated amount of $500,000,000. Under these agreements, we paid 6-month LIBOR plus a spread of
4.05% and received a fixed interest rate of 6.50%. Additionally, in June 2011, we entered into interest rate swap
agreements on our $150,000,000 10.125% fixed-rate notes due in 2015. Under these agreements, we paid 6-month
LIBOR plus a spread of 8.03% and received a fixed interest rate of 10.125%. In August 2011, we terminated and
settled these interest rate swap agreements for $25,382,000 of cash proceeds. The $23,387,000 forward component of
the settlement (cash proceeds less $1,995,000 of accrued interest) was added to the carrying value of the related debt
and is being amortized as a reduction to interest expense over the remaining lives of the related debt using the
effective interest method. This amortization was reflected in the accompanying Condensed Consolidated Statements
of Comprehensive Income as follows:

Three Months Ended
March 31

in thousands 2014 2013 
Deferred Gain
on Settlement
Amortized to
earnings as a
reduction
 to interest
expense $        9,194 $        1,056 

10
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The 2014 amortized deferred gain includes the acceleration of a proportional amount of the deferred gain in the
amount of $8,032,000 referable to the debt purchase as disclosed in Note 7.

Note 7: Debt

Debt is summarized as follows:

March 31 December 31
March
31

in
thousands 2014 2013 2013 
Long-term
Debt
6.30%
notes due
2013 
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