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MeadWestvaco Corporation 10-K/A Introductory Note

MeadWestvaco is filing this Amendment No. 2 on FA€-K/A (“Amendment No. ") restating its previously issued consolidated firlr
statements to reflect the effect of the correctiorsccounting for deferred taxes, certain intempany transactions and an investment in one of
the company’s consolidated subsidiaries on its aieted financial statements, as reported in thaual Report on Form 10-K for the year
ended December 31, 2003, which was originally fded~ebruary 27, 2004 (the “Original Filing”) (amandment to the Original Filing was

filed on March 4, 2004 (the “First Amendment”) dgléo correct a typographical error in Exhibit 18tlee Original Filing).

The aforementioned items are discussed in mord dretdote A to the accompanying restated consadiddinancial statements beginning on
page F-3. These items include adjustments preyiamsiounced by the company in its Current Repofamm 8-K filed on January 31, 2005.
The following Items of the Original Filing are ant=d by this Amendment No. 2:

Item 6. Selected Financial Data

Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations
Item 8. Financial Statements and Supplementary Data

Item 9A. Controls and Procedures

Item 15. Exhibits, Financial Statement Schedules @hReports on Form 8-K

Unaffected items have not been repeated in thisrment No. 2
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Part 1l

PLEASE NOTE THAT THE INFORMATION CONTAINED IN THIS AMENDMENT NO. 2, INCLUDING THE FINANCIAL
STATEMENTS AND THE NOTES THERETO, DOES NOT REFLECT EVENTS OCCURRING AFTER THE DATE OF THE
ORIGINAL FILING, EXCEPT AS OTHERWISE INDICATED THER EIN. SUCH EVENTS INCLUDE, AMONG OTHERS, THE
EVENTS DESCRIBED IN OUR QUARTERLY REPORTS ON FORM 10-Q FOR THE PERIODS ENDED MARCH 31, 2004, JUNE
30, 2004 AND SEPTEMBER 30, 2004 AND THE EVENTS SUBRQUENTLY DESCRIBED IN OUR CURRENT REPORTS ON
FORM 8-K. FOR A DESCRIPTION OF THESE EVENTS, PLEASE READ OUR EXCHANGE ACT REPORTS FILED SINCE
MARCH 4, 2004, INCLUDING OUR QUARTERLY REPORTS ON FORM 10-Q FOR THE PERIODS ENDED MARCH 31, 2004,
JUNE 30, 2004 AND SEPTEMBER 30, 2004, OUR CURRENTIEPORTS ON FORM 8-K AND ANY AMENDMENTS THERETO.
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Item 6. Selected financial data

In millions, except per share dal

EARNINGS

Net sales

Income (loss) from continuing operatic
Discontinued operatior

Cumulative effect of accounting chan
Net income (loss

Income (loss) from continuing operatic

per share basic and dilute

Net income (loss) per she- basic and dilute
Depreciation, depletion and amortizati

COMMON STOCK

Number of common shareholde

Weighted average number of shares outstan
Basic

Diluted

Cash dividend

Per share

Dividends declare

Book value

FINANCIAL POSITION

In millions

Working capital

Current ratic

Property, plant, equipment and forestlands,
Total asset

Long-term debt, excluding current maturiti
Shareholder equity

Debt to total capite

OPERATIONS

Primary production of paper, paperboard and marigkt

(tons, in thousand:

New investment in property, plant, equipment andgtands

(in millions)
Acres of forestlands owned (in thousan
Employees

Two-month
transition
period
Years ended ended Fiscal years
December 31 December 3. ended October 31
2003 2002 2001 2001 2000 1999
Restated Restated
6 6
$ 7,55: $ 7,242 $ 602 $ 3,93t $ 3,851 $ 2,952
22 (5) (22) 88 24€ 111
_ (34) _ _ _ _
(4) (359 — — — —
18 (39¢) 2 (22) 8ee 246 111
0.11 (0.02) (0.21) 0.87 2.4¢ 1.11
0.0¢ (2.07) (0.22) 0.87 2.44 1.11
724 674 61 347 314 28C
36,74( 37,20( 18,92( 19,07( 19,00( 19,07(
20C 19z 10z 101 101 10C
20z 192 10z 10z 101 10C
$ 184 $ 20¢ $ — $ 89 $ 88 $ 88
0.92 0.92 0.2z 0.8¢ 0.8¢ 0.8¢
23.4¢ 23.7¢ 22.5¢ 22.8¢ 23.11% 21.6¢
$ 91cC $ 794 $ 30¢ $ 31t $ 497 $ 31z
1.6 1. 14 14 1.9 1.7
$ 7,37¢ $ 7,83¢ $ 4,20 $ 4,227 $ 4,197 $ 3,581
12,47( 12,90¢ 6,82¢ 6,78 6,57( 4,897
3,96¢ 4,23¢ 2,697 2,66( 2,681 1,427
4,71% 4,75 2,31¢ 2,341 2,33: 2,171
47% 49% 55% 55% 54% 40%
6,31¢ 6,03¢ 55& 3,641 3,74¢ 2,992
$ 39: $ 424 $ 56 $ 29¢ $ 174 $ 22¢
2,347 3,182 1,37¢ 1,37¢ 1,41¢ 1,44¢
29,50( 30,70( 17,41( 17,53( 17,05( 12,75(

1 2003 results include an af-tax charge of $4 million, or $.02 per share, f& tumulative effect of the initial adoption of SFAB. 143,
after-tax charges of $42 million, or $.21 per shéwerestructuring activities, after-tax chargé$d7 million, or $.08 per share related to
the early retirement of debt and a-tax gains of $8 million, or $.04 per share, onrnbeovery of insurance settlemer
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2 2002 results include a net a-tax loss from discontinued operations of $34 miljior $.18 per share, a charge for the impairmé
goodwill (due to the initial adoption of SFAS 14#)$359 million, or $1.87 per share, net after#tastructuring and merger-related
expenses of $95 million or $.49 per share and tr-tax costs related to the early retirement of déldomillion, or $.02 per shar

3 Fiscal year 2001 results include a net -tax restructuring charge of $35 million, or $.3% pkare, a credit of $11 million, or $.11 }
share, for tax benefits related to audits and adldgrstments, and an ai-tax gain of $3 million, or $.03 per share, from Hade of a leas

4 Fiscal year 2000 results include a net i-tax restructuring charge of $11 million, or $.1% pkare, an aft-tax charge of $9 million, ¢
$.09 per share, for the extinguishment of hightarast rate debt and an after-tax gain of $4 mmilar $.04 per share, from the sale of
assets

5 Fiscal year 1999 results include an &tax charge for restructuring of $49 million, or $.der share, and a credit of $15 million, or ¢
per share, for a release of deferred ta

6 Selected financial data for the years ended DeceBthe2003 and 2002 have been revised to reflectabtatement with respect to
deferred taxes, certain intercompany transactiamd the accounting for an investment in one otrapany’s consolidated subsidiaries.
For the year ended December 31, 2003, the comgeamged the classification of its auction rate band note investments from cash
and cash equivalents to short-term investmentsakiscussion of the restatement, see Note A in 8eFinancial statements and
supplementary dat

Item 7. Management’s discussion and analysis of financialraition and results of operations

OVERVIEW

This Amendment No. 2 to the compi's Annual Report on Form -K for the fiscal year ended December 31, 2003 testeonsolidate
financial statements for the period ended Decer@beP003 and 2002. The restatement reflects ciorectelated to deferred tax liabilities,
certain inter-company transactions and an adjudtnedetting to an investment in one of the comparpssolidated subsidiaries. In this
restatement, the company has adjusted 2003 rértsa net loss of $6 million to net income of $h8lion, or 9 cents per share, and has
adjusted 2002 results from a net loss of $389 oniltb a net loss of $398 million, or $2.07 per shdihe company has also made certain
adjustments to its December 31, 2003 and 2002 balsimeets which are in the aggregate less thanf 88tabassets or equity. Additionally, for
the year ended December 31, 2003, the company etahg classification of its auction rate bond aotk investments from cash and cash
equivalents to short-term investments. For a meteiléd discussion of the restatement, see Notelfein 8. Financial statements and
supplementary data. Amounts for 2003 and 2002 deadun this management’s discussion and analysiseaised for the restatement.

For the year 2003, MeadWestvaco Corporation (“Measiaco” or the “company”) reported net income 8 $nillion, or $0.09 per share.
Earnings included income from continuing operatioh$22 million, or $0.11 per share, and a charfg®omillion, or $0.02 per share, for the
cumulative effect of the initial adoption of Statemt of Financial Accounting Standards (“SFAS”) Nd3, Accounting for Asset Retirement
Obligations. Included in the income from continuing operatiareye: pretax restructuring charges of $68 million$0.21 per share;
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pretax costs related to the early retirement of déB26 million, or $0.08 per share; and, pretaing of $12 million, or $0.04 per share, for
certain insurance settlements in the fourth quahteaddition, the company sold 742,000 acres mddthands for gross proceeds of $281 mill
resulting in pretax gains of $106 million, or $0;3& share. Comparable amounts for prior perioésated later in this discussion. The
amounts related to the items noted above are iadlidthe income from continuing operations andrefiected in the “corporate and other”
business segment.

The company completed its merger synergy prograugezling both its original goal of $325 million aitslrevised goal of $360 million.
Synergies savings totaled over $380 million throA§83 with a run rate of over $400 million annually

Synergy effects of $167 million favorably impactdéadWestvaco’s pre-tax operating results when coetbaith 2002. Offsetting much of

the merger synergies were higher costs for enardyaod that negatively impacted overall companyiegs by approximately $110 million
during the year and lower pension income of $70onil compared to $124 million last year. Pensiocome is reported in corporate and other,
and the higher energy and wood costs effects dm ssgment are noted in the discussions about tpeEmtions. Poor operating performanc
one of the company’s unbleached paperboard mitlsaaoth of its bleached paperboard mills alseatféome of the synergy savings. In
addition, the company’s mill-based businesses éxpeed weakening market demand in 2003. As a re§thie weaker market demand, the
company took extended downtime in the second lidifeoyear to better match production with demandri effort to control inventory levels.

In the Packaging segment, sales revenue increesegbared to 2002, although segment earnings deldine to weaker market conditions and
weaker operating performance in some of the segsnilt-based businesses. Demand was weak forggment’s bleached board packaging
products, prompting the company to take significaatket-related downtime in the second half ofythar. The segment’s converting
operations performed well during the year, offsgetsome of the performance of the mill-based bled@nd unbleached operations. Demand
for consumer packaging remained strong in 2003iqudarly for media and entertainment packaging padkaging for healthcare-related
items. The segment’s coated unbleached kraft papedtmill and related beverage packaging businssspe@rformed well on strong demand
mostly in North America. This segment, which ina@sdnost of the company’s internationally focusesifesses, benefited from a
strengthening of other currencies against the dafigoarticular the euro.

Although the Paper segment incurred a loss foy#ae, results improved over 2002 despite loweripgiand shipments (including January
2002 Mead shipments). This segment benefited frarohnof the synergyelated savings that resulted from the merger. Dehtcantinued to k
weak in 2003, especially in commercial printing. dAgesult of lower demand, the segment took exinagrket-related downtime during the
year. Pricing for coated paper remained at histbt@vs, down 4% during the fourth quarter comparethst yee's fourth quarter, and down
2% for the year. Carbonless paper volumes were dmarpared to 2002, mainly in the first half of §resar (including January 2002 Mead
shipments). This segment continues to be negatafédgted by competition from imports, particulafilgm Asia and Europe.

Consumer and Office Products segment results wergparable to 2002. Sales were relatively flat, witkerating profit slightly lower than
2002. The segment completed two niche acquisitiomgg 2003 to complement its already strong tinemagement business. Offsetting the
favorable effects from these additions to the bessnwere reduced sales of commodity-based schodligts due to increasing off-shore
competition.

In the Specialty Chemicals segment, sales reverareased, although operating profit declined mdyléstm 2002. Sales were higher,
primarily in automotive markets, offsetting compigé pressures in the segment’s industrial mark¢sults were lower in this segment due to
higher costs for energy.
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RESULTS OF OPERATIONS

The merger of The Mead Corporatic‘Meac”) and Westvaco Corporatio“Westvac’) to form MeadWestvaco was completed on Januar
2002. For accounting purposes, the merger wasetiess an acquisition of Mead by Westvaco. Theretbeehistorical financial statements of
MeadWestvaco are the consolidated historical firrstatements of Westvaco. Since the merger wastefe January 29, 2002, results for
2002 include approximately 11 months of Mead’s apeg results.

Effective January 29, 2002, Westvaco changedstafiyear end from October 31 to December 31 analdViestvaco has a December 31 year
end. Reflecting the change in year end for Westvideoresults presented below also include thdteegtioperations of Westvaco only for the
transition period for the two months ended Decen®ie2001. Results for this transition period aveindicative of results for a full year.

All references to per share amounts are on an-tkebasis.

Year ended December 31, 2003

Two-month
transition Fiscal yeal
period endec
ended
Years ended December 3: October 31
In millions December 31
2003 2002 2001 2001
Restated Restated
1 1
Sales $7,55:¢ $7,242 $ 603 $ 3,93
Income (loss) from continuing operatic $ 22 $ 6B $ (22 $ 88
Discontinued operatior — (34) — —
Cumulative effect of accounting chan 4 (359 — —
Net income (loss $ 18 $ (39§ $ (22) $ 88

1 The restatement reflects adjustments with respedéterred taxes, certain intercompany transactioisthe accounting for an investm
in one of the company’s consolidated subsidiaf@s.a discussion of the restatement, see Notel#ein 8. Financial statements and
supplementary dat

Sales for the year ended December 31, 2003 webd $ilion compared to $7.24 billion for the yeawded December 31, 2002, and $3.94
billion in the fiscal year ended October 31, 200e 2003 increase in sales was due primarily tdithimg of the merger with only 11 months
of sales for Mead included in the 2002 results. iflceease in sales over the fiscal year ended @ct®b, 2001, is due almost entirely to the
merger.

Income from continuing operations was $22 million$0.11 per share, for the year ended Decembe(®B, compared to a loss from
continuing operations of $5 million, or $0.02 pbare, in 2002 and income of $88 million, or $0.&T ghare, in the fiscal year ended October
31, 2001. In 2003, the income from continuing ofiers included pretax restructuring charges of Bfilon, or $0.21 per share, and pretax
charges related to the early retirement of del$26f million, or $0.08 per share. The results fod2@lso included pretax gains on the sale of
forestlands of $106 million, or $0.33 per sharal pretax gains related to insurance recovery sedifees of $12 million, or $0.04 per share.
Results for 2003 were also impacted by the satheotompany’s investment in a convertible debenthaméresulted in a pretax gain of $5
million, or $0.02 per share, as well as the perfomoe of its oriented strand board (OSB) investéwrchwcontributed $22 million in pretax
earnings. Pretax pension income, before settlenamtsurtailments, was $70 million in 2003. OSBestee earnings are reflected in the Paper
segment, and all other effects noted above arectefll in corporate and other.
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The loss from continuing operations for 2002 wasriion, or $0.02 per share, compared to inconoerficontinuing operations of $88 millic
or $0.87 per share, for Westvaco for the fiscal yemled October 31, 2001. The loss from continoperations for 2002 includes pretax
restructuring and mergeelated costs of $153 million, or $0.49 per sharpretax charge of $6 million, or $0.02 per shdte to the retiremel
of higher interest rate debt and pretax gains ersttie of forestlands of $105 million, or $0.34 gleaire. Included in the loss from continuing
operations is pension income of $124 million befeetilements and curtailments. In fiscal 2001, Wéasi incurred pretax restructuring char
of $57 million and realized pretax gains on the gdlforestlands of $35 million. Charges and ceefiit these items included in the loss from
continuing operations are included in corporate @ther.

Net income in 2003 included an a-tax charge of $4 million, or $0.02 per share,teglao the adoption of SFAS No. 143. Net loss i620
included a loss of $34 million, or $0.18 per shaetated to discontinued operations and a char§@9® million, or $1.87 per share, related to
the cumulative effect of a change in accounting@pile as of January 1, 2002, for the impairmergreimerger goodwill due to the adoption of
SFAS No. 142,

Packaging segment

Two-month
transition Fiscal yeal
period endec
ended

Years ended December 3. October 31

In millions December 31
20033 20022 2001 2001
Sales $4,02C $3,72¢ % 39¢ $ 2,50

Segment profit (loss)

—_— 27¢ 324 (6) 19¢

1 Segment profit is measured as results before ating charges, net pension income, interest esgggncome taxes, discontinued
operations, extraordinary items and cumulativeatfté accounting change

2 Includes only 11 months of Mead due to the timihthe merger
3 Certain reclassifications were made between Cotpanad other and the Packaging segment and intaesggales and intrasegmu
sales

The Packaging segment produces coated and uncbéadhed and unbleached paperboard, linerboardatndating kraft, as well as
consumer packaging for the beverage, cosmeticd, fezalthcare, pharmaceutical, tobacco and medikeatsa The segment also produces
corrugating medium, linerboard and consumer pacigpgioducts at its Brazilian subsidiary, Rigesaal.t

Sales in the Packaging segment increased to $drbitir the year ended December 31, 2003, compar2d02 sales of $3.7 billion. Sales for
the year were impacted by the timing of the mevgér 2002 including only 11 months of Mead operatioOverall, sales increased over 2002
due to strong performance in the converting opanatand due to a positive impact from changesrigida exchange rates, especially at the
segment’s European-based operations. The segnoenissimer packaging business reported strong resultggher year-over-year growth in
media and entertainment markets as well as strentadd for healthcare packaging. This strong demasdoffset in part by softness in
general folding carton markets. This softness, eléas poor overall operating performance, prompibedclosure of this business unit’s general
folding carton converting plants in 2003, which trdruted to a loss in sales. In the beverage pangduusiness, sales were up due to strong
demand in North America and Latin America, offsmngwhat by lackluster demand in European markéiis. T
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business was also positively impacted by foreiggherge rates from its European-based operatiotess 8&Coated Natural Kraftpaperboart
were up in 2003 on increased shipments and somdvigitagr pricing. Sales of this segment’s bleachatiunbleached mills improved slightly
in 2003 compared to 2002 on somewhat higher prioffgget, in part, by lower volumes. This decreasedlume, primarily in the last half of t
year, reflected softening demand for this seg’s bleached products, resulting in significant neartelated downtime during the latter half of
the year. Shipments of bleached board were dowifr@&blast year’s levels and unbleached board shipsneere down approximately 2%
from last year.

Segment profit declined in 2003 to $275 million gmared to 2002 profit of $324 million. In 2003, réswere negatively impacted by higher
costs for energy and wood. Energy and wood costs egproximately $72 million higher in 2003 comphte 2002. In addition, as demand
the company’s bleached board began to soften itattex half of the year, the company took appratigty 78,000 tons of market-related
downtime at its mills, mostly in the fourth quarteompared to 61,000 tons of total downtime in 200% difference in downtime had a
negligible impact on results for 2003. During 20Bigher operating costs and lower production leirafsacted operating results at the
Covington, Virginia, mill. In addition, results tite company’s Charleston, South Carolina, mill wierpacted by changes being made to
improve the long-term competitiveness of the nilifsetting some of the negative impacts from thi-related businesses were positive year-
over-year results for the consumer packaging basine strong demand in most media markets, inguoMD packaging, as well as increased
demand and improved manufacturing performance attieare-related packaging. Results from the b@epackaging business were also
positive as the introduction of FridgeMastdyeverage dispensing cartons has taken hold in R&sults in beverage packaging improved over
last year on higher volumes, lower costs and pasftireign currency effects, offset partially byvker pricing. Rigesa continues to contribute
strong results on higher prices and volumes, offemiewhat by higher manufacturing costs. Foreigiange gains positively affected the
results of this segment by approximately $24 millaver last year, mainly in Europe. Year-over-ye#iner operating cost increases adversely
affected earnings by approximately $92 million, iwfgarnings benefited by $74 million from sales@rnd volume increases. Favorable
merger synergies also added about $17 million gonsat results.

Paper segment

Two-month
transition Fiscal yeal
period endec
ended
Years ended December 3. October 31
In millions December 31
2003 20022 2001 2001
Sales $2,12i $2,101 $ 101 $ 71¢
Segment profit (loss) (46) (71 4 41

1 Segment profit is measured as results before #ating charges, net pension income, interest esggeéncome taxes, discontinu
operations, extraordinary items and cumulativeatfté accounting change
2 Includes only 11 months of Mead due to the timifhthe merger

The Paper segment manufactures, markets and distilsoated printing papers, carbonless copy paperindustrial specialty papers.

Sales for the Paper segment were relatively flatpared to sales last year. Coated paper markettmoredcontinue to be challenging as
oversupply in this market combined with a stronde3. economy compared to relatively weak globaheoaies led to continued pressure from
imported paper, primarily from Asia and Europe. @lledemand for coated paper increased modestlylageyear, but imports continued to
grow at a much faster
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rate, contributing to significant price decline2@03 in an effort to compete with the lower pridegborted paper. Including the effects of the
timing of the merger in 2002, sales for 2003 wererd slightly from last year. For the year, shipnseoitcoated paper were up compared to
2002 by approximately 4%. Including Mead’s shipnsantJanuary 2002, however, shipments were actdallyn a marginal 1% in 2003.
Pricing continued to be depressed for coated paptraverage prices down approximately 2% fronh y&sr's average prices. Coated paper
prices ended the year much lower compared to &t s prices for the fourth quarter were 4% béémivyear’s fourth quarter and 3% below
the third quarter of 2003. These lower prices apeeted to continue into the first half of 2004ifhents of carbonless paper were up on an
actual basis by approximately 5% in 2003 compane2D02. Including Mead’'shipments in January 2002, shipments were doyprogjmately
5%, reflecting the continued general market dediimecarbonless paper. Prices for carbonless wanan®% from 2002 prices.

As coated paper demand continued to weaken as@@0@8essed, 57,000 tons of markefated downtime were taken in the last half ofytbar
to better match demand with production and to grttontrol inventory levels. A total of 60,000 tasfsnarket-related downtime were taken in
2003, compared to 92,000 tons taken mainly in itise ialf of 2002.

The results of merger synergies and continued dioiagion of the Paper segment onto one platformelzegun to become evident in the
segment results. The segment loss decreased to $46 miillid003 from a loss of $71 million last year. Hoxer, savings of about $86 milli
from merger synergies and consolidation of the ppfa#form were more than offset by lower priced &nlumes ($39 million), higher costs
energy and wood ($37 million), and other higher afacturing costs ($7 million). Although the segmeuk marketrelated downtime in 200
it was about a third less than in 2002, positivaipacting segment profit in 2003 by approximatel $nillion. Segment results were also
impacted by the company’s 50% investment in an @fiBin Minnesota. The company’s share of that stee’s pretax income was $22
million in 2003, compared to $4 million in 2002 significantly higher prices for panelboard usedhia construction industry. In February
2004, the company signed a definitive agreemeselidts investment in this operation to Nexforg.Ifor $30 million in cash. Results at other
investees decreased by $8 million. The marketsarspecialty paper business continued to be clyatignn 2003 as pricing and shipments
were down due to competitive pressures in the dlotaakets for wear-resistant overlay and due teeakaglobal economy.

Consumer and Office Products segment

Fiscal yeai
Two-month
transition period ended
ended December 3 October 31
Years ended
In millions December 31
2003 20022 2001 2001
Sales $1,05¢ $1,05: $ 57 $ 35¢
Segment profit 12¢€ 131 1 10

1 Segment profit is measured as results before #ating charges, net pension income, interest esggeéncome taxes, discontinu
operations, extraordinary items and cumulativeatfté accounting change
2 Includes only 11 months of Mead due to the timifithe merger.

The Consumer and Office Products segment manuésgtararkets and distributes school and office prtedtime management products and
envelopes in North America through both retail anchmercial channels.

Sales for this segment were relatively unchangeh fiast year with segment profit decreasing by #sam from 2002. Sales were up only
slightly over 2002 in this segment due to the #&xitn certain lower margin product lines as welirageased competition in certain commodity
products, mainly in the segment’s traditional sdlsupply business. Sales were also negatively itegday extremely competitive pricing and
a weaker economy in Mexico.
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Strong demand for time management products offsekness in the traditional school products marketstributing to solid performance in
this segment. Products with brands such as Mead\ss proprietary trademark, Five Sfgrand licensed products from Nike, Disney and
the newly acquired Thomas Kinca®lkne of decorative calendars contributed positivelyesults. In addition, during 2003, this segment
acquired two niche companies to supplement itadirestrong lineup: AMCAL, a company that designd anpplies licensed calendars, gifts
and stationery products and Day Runner, Inc., @des developer and distributor of loose-leaf speal organizers and related products. Both
of these acquisitions contributed positively toutessfor the year as the segment continues to iategeach of these acquisitions into its existing
businesses. Merger synergies, year-over-year, beddfis segment by about $12 million, howeveat thas more than offset by the combined
negative effects of higher operating costs and f@aées volumes of about $17 million.

Specialty Chemicals segment

Two-
month transition
Fiscal
Years ended period ended year endec
December 31 December 31 October 31
In millions 2003 2002 2001 2001
Sales $352 $34z $ 5C $  34¢

Segment profit 45 57 4 63

1 Segment profit is measured as results before @ating charges, net pension income, interest esggeéncome taxes, discontinu
operations, extraordinary items and cumulativeatfté accounting change

The Specialty Chemicals segment manufactures, rsagkel distributes specialty chemicals derived feawdust and from byproducts of the
pulp and papermaking process. Products includeeadeti carbon used in emission control systemsutamaobiles and trucks, printing ink
resins, emulsifiers used in asphalt paving, anctuyts.

Sales increased slightly in 2003 over 2002 on gtidemand for the segment’s carbon-based produaticylarly in the automotive sector, as
well as solid shipments of the segment’s asphaltlgifrer products. Offsetting some of the strengtitarbon and asphalt products was
weakness in the segment’s more industrial markeasnly in the ink and dyestuff markets. Segmentiltssalthough strong, were lower than
last year due to lower prices and sales volumesni#idn), especially for the segment’s ink busisgand higher costs for energy ($13 million),
offset by $3 million in favorable merger synergyesir-over year.

Corporate and other

The segment loss for corporate and other declired $457 million to $426 million for a number ofasons, most of which have be
mentioned earlier in this discussion, including éowestructuring costs ($85 million), increased geesynergies ($49 million), lower interest
expense ($18 million), favorable insurance recage($12 million), gain on the sale of a convertitddenture ($5 million) and higher
forestland sale gains ($1 million) offset by higlkeenployee costs, outside fees and services ($8ibmjllower pension income ($54 million),
higher debt retirement costs ($20 million), theseffof lower sales prices and volumes ($8 milli@mg other costs ($4 million).

Other items

Due to the timing of the merger, 2002 selling, gahand administrative expenses excluded Vs selling, general and administrative expe!
in January 2002. Selling, general and administeatixpenses were $865 million in 2003 compared 56 $8illion in 2002. Selling, general and
administrative expenses included $21 million ofmesturing charges compared to $78 million of nesturing and merger-related expenses in
2002. Selling, general and administrative expemgae higher in 2003 due to increased emplagdated costs, higher outside fees and senr
and lower pension income compared to last year.
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Interest expense decreased to $292 million in 2@08pared to $310 million in 2002 as the compank @etions to reduce higher cost debt
continued to utilize interest-rate swaps to movaesof its fixed-rate debt to variable rates.

Pension income, before settlements and curtailmesis $70 million before taxes compared to $124ionilin 2002, reflecting the company’s
continued overfunded position in its qualified Ean

Other expense (income), net increased in 2003184(million from $(104) million in 2002. Included other expense (income), net are gains
on the sales of forestlands of $106 million. Thangaecorded in 2003 were comparable to levelsrdmmbin 2002. Total investee income in
2003 was $21 million compared to $11 million in 2Gfle to improved performance of the company’s @&Bstee. In 2003, the company
incurred $26 million of expenses in connection viita early extinguishment of higher coupon debtgarad to $6 million of similar charges
2002. In the fourth quarter, the company also &slthvestment in certain convertible debenturdsictv resulted in a gain of $5 million in
2003, and recorded an insurance recovery settlegagmiof $12 million related to the reimbursemeintertain defense costs incurred by the
company.

The company’s annual effective tax benefit rate2f@®3 was 185% compared to an annual effectivbeéaefit rate of 69% for 2002. The
increase in the annual effective tax rate in 2@&cts a deferred tax benefit adjustment assatiatéh property, plant and equipment, made in
2003, and is higher than the statutory rate dukeé@omposition and mix of earnings and losse®itam jurisdictions, primarily domestic
operations.

Outlook

Despite an extremely challenging business enviramninme2003, the company continues to make progmesard strengthening its competitive
position and financial condition. Management camisi to focus on elements that it can control. éngast two years, the company’s objective
was to realize the cost savings afforded by thegeresynergies. At December 31, 2003, the compampteted the merger synergy program
and surpassed its original goals. Beginning in 28®& company has implemented a new productivitialive with a goal of achieving $500
million in productivity improvements over the ndwto years, which includes $250 million in pretaxréags improvement and $250 million in
better working capital performance. The measureroktite earnings improvement will exclude priciftanges that the company’s mill-based
businesses might experience in 2004 and 2005 dhtevineasured over and above any effects of infiary cost increases. The measurement
of the improvement in working capital will factor any change in sales during 2004 and 2005. Asudtref actions taken to accomplish this
initiative, management expects to incur approxitye$&5 million to $100 million in costs. Most ofdke costs are expected to be incurred
during 2004. Earnings improvement is expected toeefrom three sources: cost reductions, productenhancements and volume growth.
The company anticipates reducing working capitatdgjucing inventory levels and accounts receivahlincreasing accounts payable.

The company’s Packaging segment had mixed resuR603 compared to 2002. Although the segment sangperformance from its
consumer packaging and beverage packaging businessalts from the segment’s mill-based businessst much of that performance.
Demand for media and entertainment packaging restationg throughout these markets. Healthcareetlgdckaging markets also remain
strong, including regulatory compliance packagifige beverage packaging business continues its ssfateollout of FridgeMastet
packaging with market acceptance continuing to diawhis packaging concept. Rigesa, the compaByazilian subsidiary, continues to gr
both on volume and pricing, despite that countegstinuing uncertain geopolitical environment. e segment’s mill-based businesses,
demand for bleached board was weak in 2003, mosthe last half of the year. Although there weagyesigns of general economic
improvement in the U.S. economy in the
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fourth quarter, management expects continuing ehgéls for these businesses and expects to taka026)fs of market-related downtime in
the first quarter of 2004. In response, the compaay/realigned the management teams to better éocimividual markets and on improving
the operating performance of its bleached and achled packaging mills.

In its Paper segment, the company took actions theelast two years to improve the competitive fasiof its coated paper business. This
year, those actions are beginning to show in tene@’s results. Despite lower pricing and volumes, gg@gment experienced improved
results in 2003 compared to 2002. Although the sagrnis still incurring operating losses, the papéls are operating better than they did in
2002. Despite lower volumes in 2003, volume deslimethis business were less than the industryageedomestically. The segment continued
to be plagued by global oversupply of coated p#p@ughout 2003, which drove a continued influypaper to the U.S. from Europe and Asia.
Early economic indicators appear to point to imgmgwdemand in 2004, especially in commercial pmiatrkets. Management expects that any
significant firming in global market demand, comdihwith tighter domestic supply resulting from miril capacity expansion, could lead to
improved mill operating rates for the coated pdpesiness. In addition, the recent weakening ofitiikar relative to other currencies could
contribute to a decline in imports of coated paprethe near term, despite these early signs ofdripg market fundamentals, the company
expects pricing levels to remain weak into thet firalf of 2004, and the segment anticipates taB2@00 tons of coated paper market-related
downtime in the first quarter.

Demand for the company’s consumer and office prtsiscexpected to remain solid in 2004. Strengttdmetwo niche acquisitions, AMCAL
and Day Runner, this segment’s time managemenuptsexhibit strong presence in major retail antiro@rcial channels. Continued
integration of these two acquisitions should cdmiie to improved operating performance in 2004s Bleigment’s traditional back-to-school
products have felt pressure from imported prodwgscifically in its commodity lines. Strong pragtdary brands, along with licensed products,
continue to provide strong results in the busirseggnent’s value-added product lines, offsettingdasn lower margin commodity products.
This segment’s time management products continbe ome of the most well-recognized brands inritaeketplace.

The Specialty Chemicals segment saw strong grawB®03 in its automotive-based carbon markets. @rawthe automotive markets is
expected to continue to be strong in 2004, driveimbentives offered by domestic car manufactuasd the continued low interest rate
environment. Strong customer acceptance of the eetigrcarbon honeycomb products should also cantito positive results for this
segment. Although the broader market for the se¢isiaaphalt products is expected to decline oveméxt year or two, management expects
the segment’s share to grow through alliancestttgabusiness has with other companies in theseatsarkhe segment is focused on continued
product innovation, creating alternative uses fangnof the byproducts of the papermaking process.

The first quarter of the year is a seasonally wepkeiod for several of the company’s businesseduding the Consumer and Office Products
segment and several Packaging segment businessesnsumer and Office Products, the company tylpieadpects a loss in the first quarte
the business builds inventory for its back-to-sdtsatling season in the second and third quartedsfer the peak selling season for time
management products in the second half of the Vidwr first quarter is also a seasonally slowerquefor beverage packaging systems, mat
the company’s consumer packaging businesses ateddcpanting paper and bleached paperboard.

Capital spending was $393 million in 2003 and igexted to be approximately $400 million in 2004 pEiation, depletion and amortization
expense was $724 million in 2003 and is expectdzbtapproximately $750 million in 2004.

Interest expense totaled $292 million in 2003. Mpamaent expects interest expense to be approxin®@&ly million to $280 million in 2004.
The company plans to continue to apply cash gesefadm operations and from ongoing divestituresarfstrategic assets to reduce debt.
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The company currently estimates overall pensioornmein 2004 to be similar to the $70 million beftares recorded in 2003. This estimate
also assumes a discount rate of 6% compared to iB.2%03 and an assumed rate of salary increasé® afompared to 4.5% in 2003.

Certain statements in this document and elsewhemamagement of the company that are neither regdiriancial results nor other historical
information are “forward-looking statements” wittime meaning of the Private Securities Litigaticefd®m Act of 1995. Refer to the
“Forward-looking statements” section later in thecument.

Year ended December 31, 2002

Packaging segmenSegment profit in 2002 was $324 million compareéidcal year 2001 profit of $196 million. Most dfe increased resul

in 2002 was a result of the merger. Additionalbsults for the company’s unbleached packaging tipesin Charleston, South Carolina, and
in Brazil were stronger than the prior year. At @tearleston mill, higher shipments, primarily afdrboard, and lower costs, partially offset by
lower average pricing, led to higher operating préft Rigesa, results were up over 2001 as volymiee and product mix improved, offsett
unfavorable currency exchange rates. Results alpooived in the consumer packaging business asall@é¢D-related packaging, in which
the company has a leading market position, weng steong worldwide, offsetting continued softnassriarkets for CD music packaging.
Lower costs and improvement in markets for packggincosmetics, personal care, confectionery ahddoo products also contributed to
stronger results in consumer packaging. Resuliseipackaging systems business were also strosgless of beverage packaging increased in
North America and Latin America compared to th@ipyiear, offsetting softness in its other marketthe compan'’s bleached paperboard
operations, the benefits of higher year-over-yagments were offset by lower average prices agtériconversion costs. These higher
conversion costs were due in part to higher scleedulaintenance expense and machine improvementtidosvaexperienced early in the yea
the Evadale, Texas, mill.

Results for 2002 also benefited from lower marla#ted downtime in the segment’s bleached and anbhkd businesses. In 2002, the
company took downtime of approximately 61,000 tawith an estimated impact on pretax profit of $14lion. Shipments of bleached
paperboard and linerboard were up over the priar pg 3% and 16%, respectively. In 2002, averagepifor bleached paperboard were al
2% lower than in 2001, reflecting a weaker econgrasticularly in the first half of the year. Lineroa prices were approximately 7% lower
than in 2001.

Paper segmenAlmost all of the increased results from fiscal iy2@01 is the result of the merger with Mead. Rissialr the Paper segment in
2002 reflect the effects of a weak economy andangtU.S. dollar, particularly in the first halffweh resulted in lower demand and lower
prices. In response to weaker demand, the compekyhigher market-related downtime, primarily ir tirst half of the year. In 2002, the
company took market-related downtime of approxitya®2,000 tons compared to approximately 78,008 iar2001. Sales for the Paper
segment increased from the prior year’'s salesrasudt of the merger. Selling prices for all gradesse lower in 2001 and, most importantly,
prices for coated paper were 7% below the prior.yiedce increases for certain grades of coate@mpapre announced to take effect in Oct:
2002; other increases were announced to take éffdetnuary 2003. The price increases were not falilized in 2002 as weaker mix and
higher returns and allowances offset the effethefincreases. In addition, volumes were down fB@@1 in coated paper reflecting weak
economic conditions. Shipment volumes of carbonegeer also declined, reflecting the weak econaaialitions and the general market
decline for carbonless paper.

The negative effect on profit of lower sales arghler market-related downtime in 2002 compared @l 20as somewhat offset by lower
operating costs and manufacturing efficienciesltiesufrom merger synergies. During the year, tlh@&r segment took a number of significant
actions to lower its costs and strengthen its ntarke
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position. These actions included the consolidatibits sales force and product lines, the permagkuatdown of a coated paper machine an
announced plans to shut down eight sheeters atutkes Maryland, mill, and the closure of three @|dggh-cost paper machines and related
facilities in Chillicothe, Ohio. The Paper segmegdults benefited from these merger synergies @220

The markets in the specialty paper business weredhallenging in 2002 as pricing and shipmentswewn by 4% and 10%, respectively,
due to competing technologies for some of the cawisgproducts and a weak global economy. Downwaedgure on pricing resulted from
international competition. Although pricing andghients declined in 2002 for specialty papers, dpgygrofit improved slightly due to cost
reduction actions.

Consumer and Office Products segmé&sgment sales in 2002 were significantly highen figcal year 2001 sales due to the merger with
Mead. In 2002, Mead’s consumer and office prodbotiness was combined with Westvaco’s envelopenbsasito form MeadWestvaco'’s
Consumer and Office Products segment. Sales wsod@ker for some commaodity products due to inadaompetition and actions taken to
improve the segment’s product mix. Sales for tlggrent’s licensed and proprietary branded produnctse school, office and time
management lines remained about even with restittedMead business. During the third quarter di2dhe company announced plans to
close three envelope manufacturing plants in Weecesd Springfield, Massachusetts, and to consithe northeastern envelope operations
in Enfield, Connecticut. Results for the envelopsibess improved marginally over the prior yeathaseffects of the envelope integration
efforts began to be realized. Compared to fiscat 901 results, 2002 segment profits improvediigmtly due to the merger.

Specialty Chemicals segmeRtofit for the segment declined slightly in 2002rqmared to the prior year as a result of lower vawand prices

in some industrial chemical markets, modestly d¢ffselower operating costs and improved sales aacket conditions for dye dispersants and
some ink resins. During 2002, sales of activatearaproducts to the automotive market improved olve prior year as the company’s
product capabilities continued to be enhanced tettigher auto and truck emission standards. Sdilasphalt emulsifiers and fabric dye
dispersants also increased due to the introduofimew products and stronger export sales.

Other itemsSelling, general and administrative expenses irR286ect pretax restructuring and mergelated charges of $78 million recort
during the year. Interest expense increased to 88Li0On in 2002 compared to $208 million in fisc2001 for Westvaco only, due to debt
assumed in the merger with Mead, offset somewh&bgr interest rates. The effective tax rate dfla@presented the tax benefit on the
pretax loss in 2002. Differences from the statutate resulted primarily from the effect of the noifkearnings due to lower tax rates in some
states where income and losses were apportioneelhas lower tax rates in international jurisdicts.

During the fourth quarter of 2002, earnings berefirom adjustments to inventory primarily related-IFO (last-in, first-out) and other
adjustments, partially offset by increased berefitruals principally related to healthcare costsvaarkers’ compensation. In addition,
earnings benefited from favorable developmenti2related to environmental liabilities offsetfypvisions for litigation expense including
asbestos-related cases.

Pension income, before settlements and curtailmesis $124 million before taxes in 2002, reflecting company’s continued overfunded
position in its qualified plans.

Other expense (income), net increased in 20021043(million from $(48) million in fiscal 2001. Thacrease was primarily due to increased
gains on sales of forestland which were $105 nnilbefore tax in 2002 compared to $35 million ircéis2001. Other expense (income), net in
2002 also included earnings from investees of $illiomoffset by costs of $6 million before tax dtethe early extinguishment of debt.
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Two-month transition period ended December 31, 2001

The twe-month transition periods ended December 31, 20812800, and the fiscal years ended October 31, 26612000 discussed, bel
represent the premerger results for Westvaco only.

Sales for the two months ended December 31, 208t $603 million compared to $631 million for theeree period in 2000, due to an 11%
decrease in average selling price, offset by arease in volume of 7%. The company’s results dutfiigperiod reflected the weak global
economic climate for many of the company’s prodactd competitive pressures due to the strengtheottS. dollar, particularly in the Paper
segment.

The net loss for the two months ended Decembe?2@®11, was $22 million, or $0.21 per share, comp#watet income of $26 million, or $0..
per share, for the same period in 2000. ResultthBtwo months ended December 31, 2001, reflecettect of market-related downtime of
about 70,000 tons, with an estimated negative itlnpaearnings of $15 million before taxes, or $0@8 share, compared to only 31,000 tons,
or about $8 million before taxes, or $0.05 per shfor 2000. Results for the 2001 period also idetl$0.10 per share in higher costs and
expenses for the writedowns of plant and equiprted@n out of service, writedowns of inventories ttuéwer cost or market valuations,
increased costs associated with the acceleratiomagftenance to coincide with marketated downtime, and other items principally lieigto
employee benefits and receivables.

Packaging segmenSales for the Packaging segment decreased 2%efdwthmonths ended December 31, 2001, comparéx: teetme period

in 2000 due to weaker business conditions and leakes prices across the sector. Volume for theeagincreased 10% during the twmntt
period as a result of acquisitions made durind?®@l fiscal year, while average prices were 12%elowhe Packaging segment experienced a
loss of $6 million for the two months ended Decenfife 2001, compared to operating profit of $41liomil in the same period of the prior year
due to the weaker economy, which resulted in losieenand and prices for some bleached and unblegetpeatboard, particularly heavy-
weight paperboards and food-service products. Highergy and chemical costs and the acceleratiomagftenance projects during market-
related machine downtime also contributed to loaggrating profits. Responding to market conditidhe,company took downtime at the
Charleston, South Carolina, Covington, Virginiagd &vadale, Texas, mills of about 57,000 tons witlestimated negative impact on earnings
of approximately $11 million before taxes, or $0p&#f share.

For the two months ended December 31, 2001, saltee ttobacco industry accounted for approximatéBe of Packaging segment sales
compared to approximately 18% in the same perid2D0D. Of these sales to tobacco markets, approgiyn@% of the segment sales were
attributable to foreign operations, exported oruseproduce products for export, while the remaini% was sold to the domestic tobacco
industry for sale in the United States.

Paper segmenPaper segment sales for the two months ended Dexe8hp2001, decreased 12% from the same peri2ddA due to a
decrease in average prices of 17%, offset by aease in volume of 5%. The Paper segment expedembess of $4 million for the two
months ended December 31, 2001 compared to antimgepaofit of $13 million for the same two-montlenod in 2000, principally due to a
slower economy, the effect of a strong U.S. dddlad the resulting competitiveness of imports, wadding and market-related downtime of
approximately 13,000 tons, which negatively impdaegment profit by about $4 million before ta>a@s$0.02 per share.

Consumer and Office Products segmé&unsumer and Office Products segment sales (whictpdses only the envelope division) were down
slightly from the prior year transition period wiibperating profit was about the same. Shipmenirnes were down 2% in the 2002 transition
period compared to the same period in 2001.

Specialty Chemicals segmeS8tles for the Specialty Chemicals segment decliyetl% due to a decrease in
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average price of 13%, partially offset by an inse volume of 2%. Sales declined due to slowenemic activity and increased competition
from products produced in the Far East. As a regulteak economic conditions, the company took m&rklated downtime to manage
production and overall inventory levels. Operatimgfit for the two months ended December 31, 208dlided 56% from the same period in
2000 to a level of $4 million due to weak marketditions and lower production.

Other itemsSelling, general and administrative expenses ise@a 3% from the same period in 2000 as a resaltepfisitions in the second
half of fiscal year 2001. Interest expense deckkage/% for the two-month period ended Decembe2801, compared to the same period in
2000 due to lower interest rates. Other expenseffie), net for the two-month period ended Decer3lheP001, was $3 million compared to
$(10) million, for the same period in 2000. Thiskiee is due primarily to the writeoff in Decemt#801 of a research facility that was closed.
In 2000, other expense (income), net included a fyam the sale of a real estate lease in New YNegw York. The effective tax rate of 43.6%
represents a tax benefit resulting from a pretas fecorded in the two months ended December 81, AZ0e same period in fiscal year 2001
reflected pretax income and a tax provision.

Fiscal year 2001

Sales for fiscal year 2001 were $3.9 billion conegiaio $3.8 billion for fiscal year 2000, due toiacrease in volume of 4% offset by a :
decrease in average prices. As a result of the weakomy, the company, through market-related dioventreduced production by 194,000
tons with an estimated negative impact on earnifiggl4 million before taxes, or $0.27 per sharansmage production and overall inventory
levels. Due to weak markets, demand and pricinghfercompany’s coated papers and certain gradespefrboard declined. The strong U.S.
dollar also affected the company’s coated paperketgaas the resulting competitiveness of impdifected pricing and volumes in coated
papers.

Net income in fiscal year 2001 was $88 million$6:87 per share, compared to $246 million, or $pddshare, for fiscal year 2000. Earni
for fiscal year 2001 included a pretax restructyicharge of $57 million, or $0.35 per share, dulxed asset writedowns, employee
terminations and other exit costs, primarily du¢ht® closings of the company’s fine papers millymone, Pennsylvania, and consumer
packaging plants in Richmond, Virginia, and MempHisnnessee. Fiscal 2001 also included a $0.16h@e benefit resulting from increased
utilization of domestic research and foreign taedits and the resolution of prior years’ tax issaed a pretax gain of $5 million, or $0.03 per
share, from the sale of a real estate lease in Yak, New York. Earnings for fiscal year 2000 ingld a pretax restructuring charge of $27
million, or $0.18 per share, resulting primarilpiin a writedown of assets due to the anticipatetirdem future sales of folding cartons to
domestic tobacco markets, a pretax gain of $1lianijllor $0.07 per share, from the sale of a liqpadkaging plant previously written down as
part of the restructuring charge in 1999, an aft@reharge of $9 million, or $0.09 per share, fith@ early retirement of higher interest rate
debt, and an after-tax gain of $4 million, or $0g®t share, from the sale of an interest in a joémture in China.

Packaging segmenSales for the Packaging segment increased 11%ffsoal year 2000 due to the acquisitions of AGhfierly known as
IMPAC), which was acquired in July 2000, and ofratf Wall AG, which was acquired in the third quaxéfiscal 2001. Volume for the
segment increased 14% and price decreased by 3é&tay profit for the Packaging segment for fisgedr 2001 decreased by 44% to $196
million from fiscal 2000 due to the weaker econcamgl increased energy costs, as well as lower dearahgrices for some bleached and
unbleached paperboard. Responding to market condjtthe company took downtime at the CharlestonttSCarolina, Covington, Virginia,
and Evadale, Texas, mills of about 174,000 tonk wafit estimated negative impact on annual earnih§8®million before taxes. An additior
17,000 tons of downtime was taken in August 2004 tdua manufacturing interruption at the Evadakxak, mill, but the production rate was
fully recovered by September.

During fiscal year 2001, approximately 15% of Pajikg segment sales were made to the tobacco iydiestpackaging tobacco products
compared to approximately 19% for fiscal year 20DDthese tobacco sales,
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approximately 8% of segment sales were exporteged to produce products for export with the reingiii% sold to the domestic tobacco
industry for sale in the United States.

Rigesa, the company’s Brazilian subsidiary, beadfftom increased demand for most of its value-dgteducts, particularly fruit packaging,
although its operating profit and revenues declio@tipared to the fiscal year 2000 period as atre$weaker local currency exchange rates.

Paper segmenPaper segment sales for the fiscal year 2001 dssulel/% from the fiscal year 2000 due to decreasedume of 16% and
price of 1%. A strong U.S. dollar and the resultimgnpetitiveness of imports affected pricing antlimes in coated papers as did the lower
level of economic activity. Paper segment operapirgjit decreased substantially to $41 million fiscal 2001 compared to $130 million for
fiscal year 2000, principally due to a slowing eaamy, as well as higher energy costs and marketegtidowntime of approximately 21,000
tons, which negatively impacted segment profit byt $7 million before taxes.

Consumer and Office Products segmé&ates for the segment (which comprises only thelepe division) were down approximately 5% in
fiscal 2001 from fiscal 2000. Prices and volumesendown 1% and 4%, respectively, in fiscal 200t@spared to fiscal 2000. Operating
profit in fiscal 2001 was relatively consistent lwiesults from fiscal 2000 as costs were loweisoal 2001.

Specialty Chemicals segmeB8tales for the Specialty Chemicals segment decliyegPs in fiscal year 2001 due to a decrease inmelof 6%,
partially offset by an increase in price of 3%.e3abf resins used in printing inks and other priglincreased while sales of fabric dye
dispersants declined due to slower economic agtant increased competition from products producedde Far East. Sales of carbon prod
for emission protection in the automotive marke¢sewveaker due to a lower level of economic agtivihe fiscal year 2001 operating profit
declined 3% to a level of $63 million due to higleel prices.

Other itemsSelling, general and administrative expenses ise@d1% as a result of acquisitions in the curyeat compared to fiscal year
2000 in which acquisitions were included for onlgation of the year. The increase is also atteblg to the continued development of the
company'’s technology platform. Interest expensesiased by 8% in fiscal year 2001 compared to figeal 2000 due to higher interest costs
relating to acquisitions closed during the pricaryeDther expense (income), net of $(48) millioffissal 2001 changed from $(43) million in
fiscal 2000 due primarily to lower interest incombile gains on land sales were higher by 30% dwsntmcreased level of sales activity
following the company’s strategic review of itséatland holdings. Earnings for fiscal year 2001ude pretax gains from land sales of $35
million compared to $27 million in fiscal year 20@Dther expense (income), net also includes ayggm of $5 million, from the sale of a
estate lease in New York, New York. In fiscal 206fher expense (income), net also included pretaiscof $14 million associated with the
extinguishment of debt. The effective tax rateffecal year 2001 decreased to 25.4% from 36.9%erprior fiscal year, primarily due to an
increase in the proportion of earnings attributdbléoreign operations and subject to lower ratesearch credit utilization and the favorable
resolution of prior years’ tax issues, partiallyset by higher nondeductible goodwill amortization.

LIQUIDITY AND CAPITAL RESOURCES

Cash generated from operations and the proceeatssfates of nonstrategic assets, mainly forestlgmdsjded the major source of funds for
the company. These sources are expected to contirhesa significant source of funds in the fut@kort-term borrowings are used to finance
seasonal needs during spring and summer as thadtagkand Consumer and Office Products segmentsudicing seasonal inventories and
receivables. The company anticipates that its flasls will be sufficient to fund its needs includinlebt service and payment of dividends.
Cash and cash equivalents totaled $215 millionestenber 31, 2003, compared to $372 million at Déegr1, 2002. The company had no
short-term borrowings outstanding at December 8032and 2002.
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Operating activities

The company generated cash flows from operatio$€68 million in 2003 compared to $494 million iBQ2. Cash flows from operatit
activities for Westvaco only for the two-month tséion period ended December 31, 2001, and fiseat ¥nded October 31, 2001, were $34
million and $253 million, respectively. The ratibaurrent assets to current liabilities was 1.®atember 31, 2003, compared to 1.5 at
December 31, 2002.

Investing activities

Capital spending totaled $393 million for the yeaded December 31, 2003, compared to $424 millising the same period last year. T
level of capital spending is well below the compar8003 charges for depreciation, depletion andréimation of $724 million. Because of the
well-invested nature of the company’s facilitiegmagement was able to lower its capital spendimggta to preserve capital and optimize
returns on new investments in this challenging eatin environment. Management anticipates thatlthier level of capital spending will
continue into 2004 with estimated spending of apiopnately $400 million. Depreciation, depletion aamhortization is expected to be
approximately $750 million for 2004. Capital expéacks for Westvaco only for the two-month trarsitperiod ended December 31, 2001,
and fiscal year ended October 31, 2001, were $8ibmand $296 million, respectively.

During 2003, the company acquired AMCAL, a comptrat designs and supplies licensed calendars,agifisstationery products. In addition,
the company acquired Day Runner, Inc., a desigiexeloper and distributor of loose-leaf, persomghaizers and related products for the
retail stationery market. These transactions dichage a material impact on the cash flows of thaany.

The company completed the sale of 742,000 acré&sedtlands, generating gross proceeds of $281omilDverall, asset sales generated $376
million of proceeds in 2003 compared to $530 millast year. Total proceeds in 2003 include proseédpproximately $50 million from the
sale of the company’s investment in certain corivlerdebentures as well as various other assed.dadst year the company generated
approximately $375 million in proceeds from theesal the company’s discontinued U.S. containerbaaginess. For 2002, the company
generated $134 million of proceeds from the saleaoistrategic forestlands. Management is commitigte forestland sale program with
approximately 400,000 acres remaining to be sotteuthe current program. Management expects torgenproceeds of approximately $150
million to $200 million in 2004 from these forestthsales.

The company'’s short-term investments of $10 milbdiecember 31, 2003, consist of auction ratergexsithat are secured by bonds and
notes classified as available-for-sale securitiegestments in these securities are recorded atwbgh approximates fair market value due to
their variable interest rates, which typically teseery seven to 35 days. Despite the long-termreaif their stated contractual maturities, the
company has the ability to quickly liquidate thaeseurities. Total purchases and sales of theseisesare shown separately in the statements
of cash flows. All income generated from these entrinvestments was recorded as interest income.

Financing activities

In December 2001, MeadWestvaco arranged a $50@mbiank credit facility that expires in Decemb®08 and an additional $500 millic

bank credit agreement with a 364-day maturity thad renewed in December 2003. This renewed faekpires in December 2004. The
combined $1 billion of credit facilities were undsat December 31, 2003. Borrowings under thesesagrats can be in unsecured domestic or
Eurodollar notes and at rates approximating primée London Interbank Offered Rate (LIBOR) at toenpany’s option. The $1 billion
revolving credit agreements contain certain finahcovenants with which the company is in complanc

-17



Table of Contents

There were no short-term borrowings at DecembeRBQ3 and 2002. Average commercial paper borrowivere $304 million and $213
million in 2003 and 2002, at average rates of 188 2.2%, respectively. These borrowings during32&td 2002 funded seasonal increast
inventory and receivables at the comparackaging and Consumer and Office Products se¢gmfrDecember 31, 2003, approximately 3
of the company’s debt was variable rate (primaek-exempt bonds), after factoring in the compaiytsrest-rate swaps. The weighted
average interest rate on the company’s variabkdabt was 2.4% in 2003. This compares to apprdeignd0% variable-rate debt at
December 31, 2002, with an average rate of 1.3%.

The percentage of debt to total capital for MeadWe was 47.3% and 49.2% at December 31, 2002@02|, respectively. At December 31,
2003 and 2002, the company had $269 million an@$8itlion of current maturities of long-term deltash and cash equivalent balances at
December 31, 2003 and 2002 were $215 million arv@$8illion, respectively.

On March 19, 2003, MeadWestvaco filed a registrasitmtement on Form S-3 with the Securities andh&xge Commission, covering up to
$500 million in debt securities. On November 20020he company issued $175 million of 2.75% an26®illion of floating rate two-year
notes covered by this registration statement feipitvpose of repayment of commercial paper. Th@meteeds from the sale of the notes were
used to repay short-term borrowings having a weiglatverage interest rate of approximately 1.3%.sHuet-term borrowings being repaid
were incurred by the company to repay other lomgi@debtedness earlier in the year and for workiagital needs. In addition, the company
paid down several other miscellaneous debt isssapcinarily tax-exempt notes, during 2003.

In 2003, two rating agencies affirmed the compatgrg-term credit rating but updated their outldoknegative” for MeadWestvaco. This
“negative outlook” lowered the company’s short-temradit rating and makes it more difficult for tbtempany to borrow in the commercial
paper market. The company is exploring other ogtion short-term funding sources to assure thatdtilizing the most costffective means
borrow for short-term needs. In 2003, the compaimarily utilized the commercial paper market tadLits short-term working capital needs
during the year. In 2004, the company may utiltsemultiyear bank credit agreement for short-teumding needs. The company has available
to it a total of $1 billion under its two bank credgreements.

On January 28, April 22, June 24 and October 3@32the Board of Directors declared a dividend@P3 per share with the company paying
a total of $184 million of dividends to its sharéders in 2003. During 2002, the company paid $2@6an of dividends to its shareholders,
which included $23 million declared in December 2@@it paid in 2002.

Effects of inflation

The rate of general inflation remains at a low leared is not expected to have a significant eféectesults in 2004 except for wood and en-
related costs. Costs for energy, including natgaal, oil and electricity, and costs for certain raaterials, such as purchased pulp, increased
significantly in 2003. The increase in these casfscted many of the company’s businesses.

Environmental and legal matters

MeadWestvac's operations are subject to extensive regulatiofetigral, state and local authorities, as wellegsilatory authorities wit
jurisdiction over foreign operations of the compaklgad and Westvaco made significant capital exjperes to comply with environment
laws, rules and regulations. Due to changes inrenrmiental laws and regulations, the applicatioaunh regulations and changes in
environmental control technology, it is not possifir MeadWestvaco to predict with certainty theoant of capital expenditures to be incui
for environmental purposes. Taking these uncerfésnnto account, MeadWestvaco estimates thatliivgur approximately $40 million in
environmental capital expenditures in 2004 and agprately $69 million in 2005. Approximately $35 lfimn was spent on environmental
capital projects in 2003.
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A portion of anticipated future environmental capéxpenditures of MeadWestvaco will concern coargle with regulations promulgated
under the Clean Air Act and Clean Water Act (théusTer Rules”) designed to reduce air and waterhdigges of specific substances from U.S.
pulp and paper mills by 2006. Mead and Westvace tiaken major steps to comply with the Cluster RuldeadWestvaco expects to incur
capital expenditures beyond the expenditures stiede by approximately $13 million to comply witte Cluster Rules by 2006.

The company has been notified by the U.S. Enviraraidrotection Agency (the “EPA”) or by varioustst or local governments that it may
be liable under federal environmental laws or uragglicable state or local laws with respect todleanup of hazardous substances at sites
previously operated or used by Mead or Westvace.ctimpany is currently named as a potentially nesipte party (“PRP”) or has received
third-party requests for contribution under the ComprshenEnvironmental Response, Compensation andlitigAict (CERCLA) and simila
state or local laws with respect to numerous sitbsre are other sites which may contain contananatr which may be potential Superfund
sites, but for which MeadWestvaco has not receargdnotice or claim. The potential liability fod #hese sites will depend upon several
factors, including the extent of contamination, thethod of remediation, insurance coverage andibaotibn by other PRPs. The company
regularly evaluates its potential liability at teesarious sites. MeadWestvaco has recorded ligsildf approximately $33 million for estimated
potential cleanup costs based upon its close mamit@f ongoing activities and its past experiendth these matters. Expenses to be charged
to this liability are not included in the anticipdtcapital expenditures previously stated. The @mbelieves that it is reasonably possible that
costs associated with these sites may exceed amolrgcorded liabilities by an amount that coadge from an insignificant amount to as
much as $35 million. This estimate is less certiaam the estimate upon which the environmentalliieds were based. After consulting with
legal counsel and after considering establishdililis, it is management’s judgment that the heson of pending litigation and proceedings
is not expected to have a material adverse effeth® company’s consolidated financial conditioniguidity. In any given period or periods,
however, it is possible such proceedings or matteutd have a material effect on the results ofafens.

As with numerous other large industrial companiies,company has been named a defendant in aslvekited personal injury litigation.
Typically, these suits also name many other cotpatafendants. All of the claims against the corgpasolved to date have been concluded
before trial, either through dismissal or througttlement with payments to the plaintiff that act material to the company. To date, the costs
resulting from the litigation, including settlemeardsts, have not been significant. As of Febru&)2®04, there were approximately 700
lawsuits. Management believes that the compangtiastantial indemnification protection and insuenoverage, subject to applicable
deductibles and policy limits, with respect to agbe claims. The company has valid defenses te ttlagns and intends to continue to defend
them vigorously. Additionally, based on its histadi experience in asbestos cases and an analybis ofirrent cases, the company believes

it has adequate amounts accrued for potentiabsatthts and judgments in asbestos-related litigafioDecember 31, 2003, the company has
litigation liabilities of approximately $27 milligra significant portion of which relates to asbes@®hould the volume of litigation grow
substantially, it is possible that the company dantur significant costs resolving these caseserAfonsulting with legal counsel and after
considering established liabilities, it is managettejudgment that the resolution of pending litigatand proceedings is not expected to hi
material adverse effect on the company’s consa@ilfihancial condition or liquidity. In any giverepod or periods, however, it is possible
such proceedings or matters could have a matdfédten the results of operations.

MeadWestvaco was involved in a patent infringentispute with Riverwood International regarding I@ed/lasterf@a beverage packaging
carton. Riverwood’s suit sought a preliminary irgtion and damages. Application was later madeeaturt to adjourn the hearing for the
purpose of engaging in settlement discussions. disfgute was settled shortly after year end withmaderial adverse effect on the company’s
consolidated financial condition, liquidity or rétsuof operations.
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MeadWestvaco is involved in various other litigat@nd administrative proceedings arising in themadrcourse of business. Although the
ultimate outcome of such matters cannot be prediigith certainty, management does not believettteturrently expected outcome of any
matter, lawsuit or claim that is pending or threag, or all of them combined, will have a matesidVerse effect on the compasyonsolidate
financial condition or liquidity. In any given ped or periods, however, it is possible such prowgsdor matters could have a material effect
on the results of operations.

Interest rates

It is manageme’s objective to manage its interest expense thrauglend of fixed and floating interest rate instemnts. The compar
primarily funds itself with long-term debt, havifigal maturities ranging from two to 40 years atedaf issue, a portion of which has variable
interest rates, and with variable interest rateroencial paper. The company uses interest-rate simapanaging its mix of fixed and floating
rate debt.

Foreign currency

The company has foreign-based operations, primariBrazil, Canada, Mexico, Western Europe and Astach accounted for approximately
18% of its 2003 net sales. In addition, certaithef companys domestic operations have sales to foreign custorirethe conduct of its foreic
operations, the company also makes intercompaeg sald receives royalties and dividends denominatedhny different currencies. All of
this exposes the company to the effect of changésréign currency exchange rates.

Flows of foreign currencies into and out of the pamy’s domestic operations are generally stableregularly occurring and are recorded at
fair market value in the company’s financial sta¢ens. The company’s foreign currency managemettyppkermits it to enter into foreign
currency hedges when these flows exceed a threstotd is a function of these cash flows and foséed annual operations. During 2003, the
company entered into foreign currency hedges togtigroffset the foreign currency impact of thék®vs on operating income.

The company also issues intercompany loans toisgn subsidiaries in their local currencies, esipg it to the effect of changes in spot
exchange rates at loan issue and loan repaymesg. daénerally, management uses forward exchangectmwith terms of less than one year
to hedge these exposures. When applied to the corigpderivative and other foreign currency sensifivstruments at December 31, 2003, a
10% adverse change in currency rates would notrialiyeaffect the company’s financial position, uéts of operations or cash flows.

Contractual obligations

The company enters into various contractual olibigatthroughout the year. Presented below aredhtaxctual obligations of the company as
of December 31, 2003, and the time period in wipiaiments under the obligations are due. Disclosedaged to long-term debt, capital lease
obligations and operating lease obligations arkidex in the footnotes to the consolidated finarati@ements of the company. Also included
below are disclosures regarding the amounts dueryndchase obligations. Purchase obligation imddfas an agreement to purchase goods
or services that is enforceable and legally bindindhe company and that specifies all signifitdanns, including: fixed or minimum quantiti

to be purchased; fixed, minimum or variable pricevfsions; and the approximate timing of the tramise. MeadWestvaco has included in the
disclosure below, all normal and recurring purchaskers, take or pay contracts, supply arrangensntgell as other purchase commitments
that management believes meet the definition ofmse obligations above.
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Payments due by perioc

Less thar More than
1-3 35

In millions Total one year years years 5years
Contractual Obligations:

Long-term debt $4,08¢ $ 252 $327 $22¢ $ 3,28

Capital lease obligatior 317 16 27 14 26C

Operating lease 227 67 84 46 30

Purchase obligatior 1,01z 93¢ 58 8 11

Other lon¢-term obligations 632 — 15¢ 70 402

Total $6,277 $1,272 $65t $364 $ 3,98¢

OTHER ITEMS INCLUDING RESTRUCTURING AND BUSINESS IPROVEMENT ACTIONS
Year ended December 31, 20C

For the year ended December 31, 2003, MeadWesteacoded total pretax charges of $68 million fawedsvritedowns, facility closures a
employee separation costs, of which $47 million &2l million were recorded within cost of sales artling, general and administrative
expenses, respectively. Of these amounts, $12omind $3 million were recorded within cost of saded selling, general and administrative
expenses, respectively, in the fourth quarter 6320

Although these charges related to individual segmeanich amounts are reflected in Corporate aret édih segment reporting purposes.

The following table and discussion presents adddtiaetail of the 2003 charges by business segment:

Employee Total

Asset Inventory Other

In millions writedowns costs writedowns costs
Packaging $ 13 $ 19 % 2 $ 3 $37
Papel — 12 — — 12
Consumer and Office Produc — 1 — — 1
Corporate and othe 2 21 — — 23
$ 15 $ 53 $ 2 $ 3 $73
Gain on sale of previously writt-down facilities $ G $ — $ — $— $ (5

Packaging:During the year, the company wrote down to netizable value a sawmill and related assets thatdhgpany is marketing for sa
The company also recorded employee separation ab$zmillion related to approximately 150 emplegeassociated with the sawmill.
Primarily all of these employees have separateu titte company as of December 31, 2003. Total ckdgahese actions were approximately
$11 million through December 31, 2003.

Also, during the year, the company took actionstteamline its packaging operations through thangd shutdown of packaging converting
plants in Richmond, Virginia, Cleveland, Tennessaw Newark, Delaware.
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Approximately 525 employees were affected by tlswies and had separated from the company as efiiber 31, 2003. The total costs
associated with the closures were approximatelyrillion.

Additionally, $2 million of asset writedowns and 8ifllion of employee separation costs covering &30 employees were incurred during
the year as a result of various other restructuaictiyities. Approximately one-half of the emplogedfected by these activities have separated
from the company as of December 31, 2003, andetimaining are expected to separate in 2004.

Paper: As part of the company’s planned integration sgatend various restructuring activities, the Pagggment had charges of $12 million
for the separation benefits of approximately 16@leyees. As of December 31, 2003, many of the tdteemployees had been separated. The
remaining separations are expected to occur bgrideof the first half of 2004. In addition, in 200% company sold a previously writtdown
facility. As a result of the sale of that facilithhe company recorded a gain of $2 million.

Consumer and Office ProductSuring 2003, the company sold a previously writtenwn facility resulting in a gain of $3 million realed by
the company.

Corporate and otherAs part of the continued review of the businessebkvarious restructuring activities, including tie@rganization of
overlapping corporate functions and other busineéts, the company recorded charges that inclu@éddnillion of employee separation
benefits covering about 280 employedgpproximately 40% of the employees have separated the company as of December 31, 2003, and
the remaining are expected to separate in 2004itidddlly, a corporate asset that was sold wasterritiown to its estimated fair value,
resulting in a charge of $2 million.

Year ended December 31, 2002

For the year ended December 31, 2002, MeadWesteaooded total pretax restructuring charges andratierge-related costs of $1&

million. Approximately $75 million and $78 milliowere recorded within cost of sales and sellingegairand administrative expenses,
respectively. The charges were mainly attributablhe shutdown of a paper machine at the Westmaltén Luke, Maryland, closure of three
consumer and office products envelope plants,gabgnment of the consumer packaging operatiorsttaa reorganization of corporate and
other business units, principally information teclugies, finance, forestry, and purchasing andskigs. As of December 31, 2003, all of the
actions related to these charges were complet¢hanohlance of the accruals for employee and atheis were substantially utilized. Although
the charges were not recorded as part of segmsuitse$23 million related to the Packaging segm®sit million to the Paper segment, $14
million to the Consumer and Office Products segnagt $85 million to Corporate and other.

Fiscal year ended October 31, 2001

During the fiscal year ended October 31, 2001, West recorded total pretax restructuring chargegs@fmillion, including $55 million withi
cost of sales and $2 million within selling, gedenad administrative expenses. The charges wemneapity recorded in the fourth quarter and
were mainly attributable to the shutdown of a pap#rin Tyrone, Pennsylvania, and realignmenthaf tonsumer packaging operations. As of
December 31, 2002, all of the actions related és¢icharges were complete and the balance of thesds for employee and other costs were
utilized. Although the charges were not recordedas of segment results, $27 million related ® Backaging segment, $29 million to the
Paper segment, and $1 million to the Specialty Gbarsegment.
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Summary of all restructuring liabilities

The activity in the accrued restructuring liabiliglances related to all of the plans describedalar the period October 31, 2000,
December 31, 2003, was as follows:

Employee Other
In millions costs costs Total
Balance of related accruals at October 31, - $ — $— $—
Add: current charge 9 5 14
Less: payment 2 — 2
Balance of related accruals at October 31, 2 7 5 12
Add: current charge — — —
Less: payment 3 3 6
Balance of related accruals at December 31, : 4 2 6
Add: current charge 36 4 40
Less: payment 18 3 21
Balance of related accruals at December 31, . 22 3 25
Add: current charge 53 3 56
Less: payment 54 3 57
Balance of related accruals at December 31, : $ 21 $ 3 $ 24

Critical Accounting Policies

The company’s principal accounting policies arecdbgd in theSummary of Significant Accounting Policiegshe Notes to Financial
Statements filed with the accompanying consolidéitezhcial statements. The preparation of finansiatements in accordance with accour
principles generally accepted in the United Stdt@&\AP”) requires management to make estimatesamstimptions that affect the reported
amounts of some assets and liabilities and, in sostances, the reported amounts of revenues grehegs during the reporting period. Actual
results could differ from these estimates. Managsrhelieves the accounting policies discussed bespresent those accounting policies
requiring the exercise of judgment where a diffemet of judgments could result in the greateshgka to reported results. The company’s
management has discussed the development and@elefcthe critical accounting policies and estiesatvith the Audit Committee of the
Board of Directors, and the Audit Committee hasewed the company’s disclosure.

Environmental and legal liabilitiesThe company records accruals for estimated envieonah liabilities when remedial efforts are proleaahc
the costs can be reasonably estimated. These éstimedlect assumptions and judgments as to tHeapte nature, magnitude and timing of
required investigation, remediation and monitoratjvities as well as availability of insurance ecage and contribution by other potentially
responsible parties. Due to the numerous unceigaiahd variables associated with these assum@imhgidgments, and changes in
governmental regulations and environmental techgiety accruals are subject to substantial uncéigajrand actual costs could be materially
greater or less than the estimated amounts. Theayrrecords accruals for other legal contingenetesn the contingency is probable of
occurring and reasonably estimable.

Restructuring and other chargeThe company periodically records charges for tldeicgon of its workforce, the closure of manufaotgr
facilities and other actions related to businegsrowement and productivity initiatives. These egaeijuire estimates of liabilities for emplo
separation payments and related benefits, demuliéiovironmental cleanup and other costs, whictdcdiffer from actual costs incurred.
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Pension and postretirement bene: Assumptions used in the determination of pengionme and postretirement benefit expense, inctudin
the discount rate, the expected return on plantssase increases in future compensation and meciss, are evaluated by the company,
reviewed with the plan actuaries annually and ugdiiat appropriate. Actual asset returns and corapensind medical costs, which are more
favorable than assumptions, can have the effdowsdring expense and cash contributions, and, asele actual results, which are less
favorable than assumptions, could increase expmam$eash contributions. In accordance with GAARyaaesults that differ from
assumptions are accumulated and amortized oveaefpiriods and, therefore, affect expense in suithd periods.

In 2003, the company recorded pension income beftttements and curtailments of approximately $ilon before taxes compared to $1
million in 2002. The company currently estimatesm pension income in 2004 will be similar totth@corded in 2003 before taxes, which
will not have any effect on cash flows. The ester@ésumes a long-term rate of return on plan ag&8t5% and a discount rate of 6.0%
compared to 6.5% in 2003. If the percentage forettmected rate of return on plan assets were togehhy 0.5%, annual pension income wi
change by approximately $17 million. Similarlytlie discount rate were to change by 0.5%, annuedipe income would change by
approximately $6 million.

At December 31, 2003, the aggregate value of perfaind assets had increased to $3.2 billion fron7 $8lion at December 31, 2002,

reflecting overall equity market performance. Undeament accounting guidelines, if any plan’s acaolated benefit obligation exceeds the
value of the plan’s assets, an additional minimiafility, with corresponding charges to intangibksets and other comprehensive income, are
required to be recorded. While the company doegxpeéct to record an additional minimum liabilitythvregard to its qualified pension plar
asset values decline to levels below the accuntllz@efit obligation, the company would be requieedo so.

Effective January 1, 2004, the company modifiedatempostretirement healthcare benefits provideitstéuture retirees. The impact of these

changes will reduce the postretirement benefitgalion by approximately $68 million, which will lzenortized over the remaining life of the

eligible employees. Combined with other demographi@nges in the plan, postretirement expense isxprEcted to change significantly from
the $25 million recorded in 2003.

Longlived asset:

Useful lives:Useful lives of tangible and intangible assetskarged on managem’s estimates of the periods over which the as
will be productively utilized in the revenue-gent@a process or for other useful purposes. Fadtmsaffect the determination of lives
include prior experience with similar assets, peidifie expectations and industry practices. Thieaeination of useful lives dictates the
period over which tangible and intangible long-thv&ssets are depreciated or amortized, typicalhgube straight-line method.

Tangible assetsThe company reviews lo-lived assets other than goodwill and indefi-lived intangible assets for impairment
accordance with SFAS No. 144¢ccounting for the Impairment or Disposal of Lomget Assets The statement requires that long-lived
assets be reviewed for impairment whenever everthanges in circumstances indicate that the aagrgimount of an asset may not be
recoverable. The review for impairment involves agement to predict the estimated cash flows thhbeigenerated by the long-lived
asset over its remaining estimated useful life. <iterable judgment must be exercised in determifiihge cash flows and their timing
and, possibly, choosing business value comparablsslecting discount rates to use in any valueprdations.

Intangible assetsBusiness acquisitions often result in recordingngible assets, the values of which are often baged, in part, independe
third-party appraisals. Like long-lived tangiblesats, intangible assets are subject to periodiimment reviews whenever events or changes
in circumstances indicate that the carrying amadiiain asset may not be recoverable. As with taagibkets, considerable judgment must be
exercised.
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Goodwill: Goodwill arises in business combinations whenpilvehase price of assets acquired exceeds thaisppivalue. As with tangible
and intangible assets, periodic impairment reviavesrequired, at least annually, as well as whemsvor circumstances change. As with
impairment reviews of tangible and intangible assetanagement uses judgment in assessing goodwithpairment. In accordance with the
transition provisions of SFAS No. 142, the compasgessed the value of its goodwill as of JanuaP9Q?2 and determined an impairment
charge was warranted. The nature of the chargsdésissed in Note D to the consolidated financitieshents. The company will review the
recorded value of its goodwill annually or soorieevents or changes in circumstances indicatettigeatarrying amount may exceed fair value.
The review for impairment involves management &djot the estimated cash flows that will be gereetdty the long-lived asset over its
remaining estimated useful life. Considerable judghmust be exercised in determining future cashdland their timing and, possibly,
choosing business value comparables or selectsugudint rates to use in any value computations.

Revenue recognitiorThe company recognizes revenues at the point wtieramd the risk of ownership passes to the custo®ubstantially

all of the company’s revenues are generated thrpugtiuct sales, and shipping terms generally indiednen title and the risk of ownership
have passed. Revenue is recognized at shipmesalies where shipping terms are FOB (free on badnigping point. For sales where shipg
terms are FOB destination, revenue is recognizezhvithe goods are received by the customer. The aoynprovides for all allowances for
estimated returns and other customer credits ssidisaounts and volume rebates, when the revemeeagnized, based on historical
experience, current trends and any notificatiopesfding returns. The customer allowances are iryrimatances subjective and are determined
with significant management judgment and are reggvegularly to determine the adequacy of the anso@hanges in economic conditions,
markets and customer relationships may requiresagnts to these allowances from period to period.

Income taxesincome Taxes are accounted for in accordance vithSSNo. 109 Accounting for Income Taxeshich recognizes deferred tax
assets and liabilities based on the estimateddutax effects of differences between the finanstalement and tax bases of assets and liabilitie:
given the enacted tax laws.

The company evaluates the need for a deferredstset &aluation allowance by assessing whethenibi® likely than not that it will realize its
deferred tax assets in the future. The assessrhaftether or not a valuation allowance is requinéeén requires significant judgment,
including the forecast of future taxable income #relevaluation of tax planning initiatives. Adjungints to the deferred tax valuation allowe
are made to earnings in the period when such assess$s made.

The company has operations in tax jurisdictiongatied in many areas of the world and is subjecuthtan these jurisdictions. Tax audits by
their nature are often complex and can requirersgéyears to resolve. In the preparation of the gany’s financial statements, management
exercises judgments in estimating the potentiabsxe to unresolved tax matters. While actual tesguld vary, in management’s judgment
the company has adequate accruals with respdoe toltimate outcome of such unresolved tax matters.

The company’s effective tax rate varied greatlptiyhout the year creating volatility in the qudsteret income (loss) reported by the
company. Management is required to make estimétee @ompany’s effective tax rate for the full yeach quarter. This estimate includes
assumptions about the level of income that wilabkieved for the full year in both its domestic amernational operations. The forecast of
year earnings includes assumptions about marketadh of our businesses as well as the timingrtdicetransactions, including forestla

sales gains. Should business performance or tliegiof certain transactions change during the ytbar|evel of income achieved may not n
the level of income estimated earlier in the ydant@rim periods. This change in the income leagld mix of earnings can result in significant
adjustments to the tax provision in the quartewxiich the estimate is refined.
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Recently adopted accounting standar

Effective January 1, 2003, the company adopted SRASL43,Accounting for Asset Retirement Obligati, which requires that an obligatis
associated with the retirement of a tangible Idaged asset be recognized as a liability when iredirGubsequent to initial measurement, an
entity recognizes changes in the amount of thdliliabesulting from the passage of time and remMis to either the timing or amount of
estimated cash flows. The adoption of this standasdlted in a cumulative adjustment charge of $dam during the year ended December
31, 2003.

Effective January 1, 2003, the company adopted SRASL46,Accounting for Costs Associated with Exit or Disgldictivities. SFAS No.
146 requires that a liability for costs associatétth an exit or disposal activity be recognized amehsured initially at fair value only when the
liability is incurred. The adoption of SFAS No. 1di@l not have a material impact on the consolidéitezhcial statements.

In November 2002, the FASB issued InterpretatidNyMo. 45,Guarantor’s Accounting and Disclosure Requiremdot<suarantees

Including Indirect Guarantees of Indebtedness dfed.FIN No. 45 elaborates on the disclosures to be rhgdeguarantor in its interim and
annual financial statements about its obligatiomdeu certain guarantees that it has issued. Itcdsidies that a guarantor is required to
recognize, at the inception of a guarantee, aliiglior the fair value of the obligation undertakin issuing the guarantee. The disclosure
requirements in this interpretation are requirethst year's financial statements and the initiabsurement provisions of the interpretation are
applicable on a prospective basis for guarantseedor modified beginning on January 1, 2003. $taitement did not have a material impact
on the consolidated financial statements of thepzomy.

In April 2003, the FASB issued SFAS No. 148nendment of Statement 133 on Derivative Instrusramd Hedging Activitie§.he statement
amends and clarifies accounting for derivativerinsients, including certain derivative instrumentgedded in other contracts, and for
hedging activities under SFAS No. 133. This statanseeffective for contracts entered into or midifafter September 30, 2003, and for
hedging relationships designated after Septembe2®IB. The adoption of this statement did not feasegnificant impact on the company’s
consolidated financial statements.

In May 2003, the FASB issued SFAS No. 1B@counting for Certain Financial Instruments witha@acteristics of both Liabilities and Equi
This statement establishes standards for how aerigtassifies and measures certain financialunstnts with characteristics of both liabilities
and equity. It requires that an issuer classifinarfcial instrument that is within its scope aghility (or an asset in some circumstances). This
statement was effective for financial instrumenmtteeed into or modified after May 31, 2003, andeottise was effective at the beginning of
the first interim period beginning after June 1802. The adoption of this statement did not hasigaificant impact on the company’s
consolidated financial statements.

In December 2003, the FASB issued SFAS No. 1329eev2003)Employers’ Disclosures about Pensions and Othetrébeement Benefits
This statement revises the disclosures requiregddosion plans and other postretirement benefitspl@he company adopted this revised
statement effective December 31, 2003. See NotetKet financial statements for the revised disciesu

In January 2003, the FASB issued FIN No. 46 (rel/Becember 2003} onsolidation of Variable Interest Entiti€Bhis interpretation requires
consolidation by business enterprises of variafttkerést entities (entities in which equity investdo not have the characteristics of a
controlling financial interest or do not have scint equity at risk for the entity to finance d@stivities without additional subordinated
support). The interpretation applies to variabteriest entities created after January 31, 2003{@wdriable interest entities in which an
enterprise obtains an interest after that date.cbhngpany adopted FIN No. 46 in the fourth quarfe&2a®3, and it did not have a material imy
on the company’s consolidated financial statements.
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In December 2003, the Securities and Exchange Cegioni issued Staff Accounting Bulletin (SAB) No41Revenue Recognition, corrected
copy.This bulletin revises or rescinds portions of theviipus interpretative guidance included in Togcr order to make this interpretive
guidance consistent with current authoritative aoting and auditing guidance related to revenuegeition. The adoption of SAB No. 104
did not have a material impact on the company’sobdated financial statements.

Forward-looking statements

Certain statements in this document and elsewhemamagement of the company that are neither regdiriancial results nor other historical
information are “forward-looking statements” withtime meaning of the Private Securities Litigaticefd®m Act of 1995. Such information
includes, without limitation, the business outloaksessment of market conditions, anticipated Gishand operating results, strategies, future
plans, contingencies and contemplated transactibtiee company. Such forward-looking statementsateguarantees of future performance
and are subject to known and unknown risks, uniceiéa and other factors which may cause or couteitto actual results of company
operations, or the performance or achievementadi eompany, or industry results, to differ matsrittom those expressed or implied by the
forward-looking statements. In addition to any stisks, uncertainties and other factors discustssiwere herein, risks, uncertainties and
other factors that could cause or contribute taaaesults differing materially from those expexs®r implied for the forward-looking
statements include, but are not limited to, evenisrcumstances which affect the ability of Meaditvaco to realize improvements in
operating earnings and cash flow expected fronttimepany’s productivity initiative; competitive pimg for the company’s products; changes
in raw materials pricing; energy and other coststéiations in demand and changes in productioadtps; changes to economic growth in
United States and international economies; govemp@licies and regulations, including, but notitid to those affecting the environment
and the tobacco industry; adverse results in cumefuture litigation, currency movements and ottigk factors. MeadWestvaco undertake:
obligation to publicly update any forward-lookingtement, whether as a result of new informatiatyre events or otherwise. Investors are
advised, however, to consult any further disclosumade on related subjects in the company’s refitatbwith the SEC.

Item 8. Financial statements and supplementary d

The restated consolidated financial statementsetréorth at pages F-1 through F-44 inclusive, tbanhthe end of this annual report, and are
incorporated herein by reference.

The financial statements and related notes forihadd Panelboard Company as of December 31, 2@iBeuded below. The financial
statements are included as Northwood Panelboard&@aynis deemed to be a significant subsidiary uRige 3-09 under Regulation S-X.
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Financial Statements

Northwood Panelboard Company
December 31, 2003 and 2002

REPORT OF INDEPENDENT ACCOUNTANTS

To the Partners of
Northwood Panelboard Company

We have audited the balance sheetdafthwood Panelboard Companyas of December 31, 2003 and 2002 and the relatehsénts of
earnings, partners’ equity (deficiency) and castvél for each of the years in the three-year pegizded December 31, 2003. These financial
statements are the responsibility of the Partnprsimanagement. Our responsibility is to expresspaman on these financial statements be
on our audits.

We conducted our audits in accordance with UnitiadeS generally accepted auditing standards. Tétaselards require that we plan and
perform the audit to obtain reasonable assuranaetathether the financial statements are free dére misstatement. An audit includes
examining, on a test basis, evidence supportinguheunts and disclosures in the financial statesaét audit also includes assessing the
accounting principles used and significant estisiatade by management, as well as evaluating thalbfisancial statement presentation. '
believe that our audits provide a reasonable Basisur opinion.

In our opinion, the financial statements referre@love present fairly, in all material respedts, financial position of the Partnership as at
December 31, 2003 and 2002 and the results opésations and its cash flows for each of the yaatise three-year period ended December
31, 2003 in conformity with United States generaltgepted accounting principles.

/sl Ernst & Young LLF
Ernst & Young LLP

Toronto, Canads
January 9, 2004 [except as to note 6 wl
is as of January 26, 2004 and note 8[a]

which is as of February 2, 200 Chartered Accountants

11-28



Table of Contents

Northwood Panelboard Company

As at December 31

ASSETS

Current

Cash

Due from manage[note 2]
Other receivable
Inventories[note 3]
Prepaid expense

Total current assets

Capital assets, n[note 4]

BALANCE SHEETS

Deferred financing costs, net of accumulated amatitn of $188,382 [200- $147,167]

LIABILITIES AND PARTNERS ' EQUITY (DEFICIENCY)

Current
Bank indebtednes

Accounts payable and accrued liabilitnote 5]

Total current liabilities
Long-term debinote 6]

Total liabilities

Commitments and contingenci[notes 6 and 8

Partners’ equity (deficiency)

See accompanying notes
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2003 2002

13,11¢ 173,16
5,064,52! 2,624,95!
158,91 82,77
4,015,71! 4,240,39
201,85: 170,48t

9,454,12° 7,291,78!

12,528,63 13,337,61
198,47  202,55!

22,181,23 20,831,94

925,50 1,236,45!
5,872,80. 3,335,73

6,798,30 4,572,18!

15,200,00 18,000,00

21,998,30 22,572,18

182,92¢ (1,740,23)

22,181,23 20,831,94
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Northwood Panelboard Company

Years ended December 31

Sales[note 2]

Costs and expense

Direct costs

Commission expengnote 2]

Fringe benefits and indirect salar[note 7]
General and administrati

Depreciation and amortizatic

Operating incomi
Interest expens

Net earnings for the year

See accompanying notes

STATEMENTS OF EARNINGS

2003 2002 2001

$ $ $
102,867,73 59,462,25 57,615,32
43,722,50 40,156,57 40,428,01
2,929,75' 1,667,30° 1,611,88.
6,743,21. 4,379,82! 4,245,21!
1,581,93- 1,465,69. 1,663,00!
1,562,66. 1,586,07! 1,833,57.
56,540,07 49,255,46 49,781,68
46,327,66. 10,206,79 7,833,63
404,50: 464,75¢ 745,85t
45,923,16 9,742,03. 7,087,78.
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Northwood Panelboard Company

Years ended December 31

Balance at December 31, 20C
Net earnings for the ye
Distributions

Balance at December 31, 20C
Net earnings for the ye.
Distributions

Balance at December 31, 20C
Net earnings for the ye.
Distributions

Balance at December 31, 20C

See accompanying notes

STATEMENTS OF PARTNERS’ EQUITY (DEFICIENCY)

1-31

Total

Retained partners’
Capital earnings equity
contribution (deficit) (deficiency)
$ $ $

10,000,00 (9,070,05)  929,95(
—  7,087,78 7,087,78:
— (6,000,000 (6,000,001

10,000,00 (7,982,26) 2,017,73.
—  9,742,03. 9,742,03:
— (13,500,00) (13,500,00)

10,000,00 (11,740,23) (1,740,23)
— 4592316 45,923,16
—  (44,000,00) (44,000,00)

10,000,00 (9,817,07) 182,92¢
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Northwood Panelboard Company

Years ended December 31

OPERATING ACTIVITIES
Net earnings for the ye.
Add (deduct) items not affecting ca
Depreciation and amortizatic
Gain on disposal of capital ass
Changes in operating assets and liabili
Due from manage
Other receivable
Inventories
Prepaid expense
Accounts payable and accrued liabilit

Cash provided by operating activities
INVESTING ACTIVITIES

Purchase of capital ass:

Proceeds on disposal of capital as
Cash used in investing activitie:
FINANCING ACTIVITIES

Increase (decrease) in bank indebted
Additions to deferred financing cos
Increase (decrease) in Ic-term debt
Distributions to partner

Cash used in financing activities

Net increase (decrease) in cash during the ye
Cash, beginning of yei

Cash, end of ye:

Supplemental cash flow information
Interest paic

See accompanying notes

STATEMENTS OF CASH FLOWS

2003 2002 2001
$ $ $
4592316  9,742,03.  7,087,78.
1,562,66;  1,586,07!  1,833,57:
— (11,000 —
(2,439,56) (418,08 (31,682
(76,140 448,20 (68,38¢)
224,68 449,37.  (1,494,65)
(31,369 (88,44%) (70,732)
2,537,06i 297,60¢ (839,98
47,700,50  12,005,77 6,415,901
(712,47)  (330,83)  (335,77)
— 11,00( —

(712,47)  (319,83)  (335,77)
(310,94() 831,23; (527,17
(37,13 — (56,637)
(2,800,00) 1,150,001 390,00
(44,000,00) (13,500,00) (6,000,00)
(47,148,08) (11,518,76) (6,193,80)
(160,049 167,17: (113,65
173,16° 5,99¢ 119,65
13,11¢ 173,16° 5,99¢
397,22 477,80: 798,15(
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Northwood Panelboard Company
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and ownership

Northwood Panelboard Company [i“Partnership”] is a partnership, organized underMinnesota Uniform Partnership Act, between Mead
Panelboard, Inc. [a wholly-owned subsidiary of M&#astvaco Corporation] and Nexfor (USA), Inc. [a Wir@wned subsidiary of Nexfor
Inc.]. Each partner has a 50% interest in the Bestnp’s equity and any distributions. The Parthigreperates an oriented strand board mill
near Bemidji, Minnesota.

The accompanying financial statements of the Pestiye are presented in U.S. dollars in conformitthwnited States generally accepted
accounting principles.

Revenue recognition

Sales are recognized when the risks of ownership fmathe purchaser. This is generally when gooelskipped. For a certain customer, s
are recognized when goods are received by the asech

Financial instruments

The fair values of cash, due from manager, othegivables, bank indebtedness and accounts payathlacarued liabilities approximate th
carrying values due to the short-term nature adehiastruments. The fair value of loterm debt approximates its carrying value due tiate
interest rates.

Inventories

Inventories are stated at the lower of cost or miavklue on a fir-in, first-out basis. The cost for finished goods includesenit direct labou
and an applicable share of overhead. Market valdefined as net realizable value for finished goad replacement cost for raw materials
and supplies.

Capital assets

Capital assets are stated at historical cost lemsaulated depreciation. Costs of maintenance eypains are charged to earnings. Depreciation
is provided using the straight-line method basetherfollowing estimated useful lives of the dejmbte assets:

Buildings and land improvemel 20 years
Machinery and equipmel 1C-15 years
Vehicles 5 years
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Northwood Panelboard Company
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

Long-lived assets

The Partnership assesses the recoverability oflisad assets in accordance with Statement of iiah#ccounting Standards No. 144, “
Accounting for the Impairment or Disposal of L-lived Assets. When the carrying value of a long-lived assdeis than its net recoverable
value as determined on an undiscounted basis, jpaiiment loss is recognized to the extent thdhitsvalue, measured as the discounted cash
flows over the life of the asset when quoted mapkietes are not readily available, is below thesissarrying value.

Deferred financing costs

Deferred financing costs consist of costs incuteedbtain lon-term financing and are stated net of accumulateartiration, calculated usir
the straight-line method and amortized over thetef the related debt.

Income taxes

The Partnership pays no income taxes. Each pastmesponsible for reporting its proportionate shairthe Partnerst’s taxable earnings
loss and tax credits in its tax return.

Use of estimates

The preparation of financial statements in confoymiith United States generally accepted accourpimgciples requires management to m
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosuireofingent assets and liabilities at the da
the financial statements and the reported amoudnts/enue and expenses during the reporting pefiotlial results could differ from those
estimates.

2. RELATED PARTY TRANSACTIONS

Management services agreemel

The Partnership receives services under a manageemices agreement with its manager, a wholly-edwsubsidiary of Nexfor Inc. No
amounts were paid or accrued under this agreeme@d3, 2002 and 2001.

Marketing agreement and concentration of sales

The Partnership has an exclusive sales agreem#nitsvimanager under which the company acts as sglent for the oriented strand board
produced by the mill. The manager sells the prodtiprevailing market prices and is paid a comraissvhich is calculated as 3% of sales.
manager is responsible for sales, billings ancectitins, including all costs for bad debts. The agan’'s sales to three end customers amounte
to approximately 28%, 22% and 7% of total salemfthe Partnership [2002 - 27%, 22% and 7%; 2008%,2.8% and 8%], respectively. The
Partnership derives its sales from customers ittlse and capital assets are located in the U.S.
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Northwood Panelboard Company
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

The balance due from the manager is non-interestrizpand is due in approximately 20 days fromdate of shipment to the ultimate
customer.

In addition, during 2003, 2002 and 2001, the managjenbursed the Partnership for expendituresedlatimarily for salaries and insurance
costs made on its behalf amounting to $699,5194 82D and $2,277,514, respectively.

3. INVENTORIES
Inventories consist of the following:

2003 2002
$ $
Raw material 1,494,141 1,869,22
Finished good 517,73¢ 558,66¢
Repair and replacement pa 1,944,68' 1,780,82
Supplies 59,141 31,67

4,015,71! 4,240,39i

4. CAPITAL ASSETS
Capital assets consist of the followir

2003 2002

Net Net

Accumulated book Accumulated book

Cost Depreciation value Cost depreciation value

$ $ $ $ $ $

Land 150,90! — 150,90! 150,90! — 150,90!
Buildings 9,707,57: 8,245,07¢ 1,462,50: 9,687,711 8,128,37¢ 1,559,333
Land improvement 1,674,64" 1,406,92! 267,72( 1,584,63. 1,390,72 193,90°
Machinery and equipmel 52,872,95 42,702,22 10,170,72 52,705,03 41,415,90 11,289,13
Construction in progres 468,55! — 468,55! 131,98t — 131,98t
Vehicles 72,03] 63,81« 8,22: 72,03] 59,70: 12,33¢

64,946,67 52,418,04 12,528,63 64,332,31 50,994,70 13,337,61

Depreciation expense totalled $1,521,447, $1,522at0@l $1,821,244 in 2003, 2002 and 2001, respégtive
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Northwood Panelboard Company
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

5.  ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable and accrued liabilities consigheffollowing:

2003 2002

$ $
Trade payable 2,069,661 1,530,49:
Accrued employee salaries and bene 3,329,89. 1,385,13
Other 473,24' 420,10t

5,872,80. 3,335,73.

6. LONG-TERM DEBT
Long-term debt consists of the following:

2003 2002
$ $
Note payable under a $10,000,000 revolving creglié@amen 3,600,001 5,200,00!
Environmental Control Revenue Refunding Bonds daedinber 1, 2021 with interest payable monthly\atréable
rate, secured by a standby letter of credit exgiktarch 31, 200! 5,800,001 7,000,001
Environmental Improvement Revenue Bonds due JuB025, with interest payable monthly at a variabte,
secured by a standby letter of credit expiring Ma@¢2004 5,800,001 5,800,001

15,200,00 18,000,00

The Partnership has a revolving credit agreemetht avbank that allows for borrowings up to $10,000, until January 27, 2004 at any one or
a combination of the following interest rates:

. Prime commercial lending rate,
. % of 1% in excess of the relevant fixed certificateleposit rate, ¢
. 1.25% in excess of the Eurodollar quoted rate.
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Northwood Panelboard Company
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

At December 31, 2003, the prime commercial lendatg was 4.00%, the certificate of deposit rate WB6%, and the Eurodollar quoted rate
was 1.1575%. At December 31, 2003, the interestaatthe outstanding debt is 1.56% [2002 - 2.90%].

The agreement contains covenants and restricteggarding, among other things, additional borrowjmgargers, sale of assets, mortgaging of
properties and distributions. At December 31, 2@@flitional distributions of $14,976,018 could bada without violating the restrictive
covenant. The Partnership pays a commitment f@206f 1% of the average daily unused portion efdcbmmitment. Nexfor Inc. and
MeadWestvaco Corporation each guarantee 50% dfdhewings.

Effective January 26, 2004, an amendment was nathetPartnership’s revolving credit agreement idlesd above that amends the maturity
date to January 25, 2005.

The Environmental Control Revenue Refunding Borrdssacured by a standby letter of credit providedlbxfor Inc. Should the standby
letter of credit not be renewed prior to expirye ttondholders have the ability to draw down ondimstanding letter of credit. At December
2003, the variable rate on the bonds was 1.26%.

The Environmental Improvement Revenue Bonds anereddy a standby letter of credit provided by M&adtvaco Corporation. Should the
standby letter of credit not be renewed prior tpigx the bondholders have the ability to draw dawathe outstanding letter of credit. At
December 31, 2003, the variable rate on the boradsln81%.

There are no mandatory principal repayments imthé five years.

7. INCENTIVE PLANS

[a] The Partnership has a ngnalified cash bonus plan for substantially alitefemployees. Under the plan, the Partnershipiloliges 5% o
net earnings to employees, as defined by the pla@.expense under this arrangement totalled $8309$483,691 and $334,508 in
2003, 2002 and 2001, respective

[b] The Partnership also has a defined contribupiam for its employees. The Partnership’s expemsker these arrangements totalled
$631,404, $540,648 and $559,055 in 2003, 2002 80d,Zespectively

The Partnership can change or eliminate thesegerents at its discretion.
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Northwood Panelboard Company
NOTES TO FINANCIAL STATEMENTS
December 31, 2003

8. COMMITMENTS AND CONTINGENCIES

[a] As aresult of new regulations, the Partners$taip performed a review of their air emissions @ardied out a Best Available Current
Technology review at the request of the MinnesatifuRon Control Agency [“MPCA”]. The Partnershiabk proposed changes to their
emission control equipment to the MPCA that mayltda capital expenditures of approximately $8,@@®. On December 30, 2003, the
MPCA issued a notice to the public indicating tthet Partnership has applied for an air emissiottitiapermit for modification and
operation of the mill. The public comment perioghie&d on January 29, 2004. There were no commentsved from the public as a
result of the notice. The application for the airigsion facility permit has been provided to thadiel agency for final review. Failure to
obtain the permit would prevent the Partnershimfaperating. The capital expenditures will be magdthin 18 months of receiving the
permit from the MPCA. Penalties and/or fines asstec with the air emissions review are not antieip:z

[b] The Partnership is subject to claims and proceadmthe ordinary course of business. Each of thiesms and proceedings is subjec
various uncertainties and it is possible that sofrtbtese matters may be resolved unfavorably tdtmenership. Management believes
that any liability that may ultimately result wilbt have a material adverse effect on the Partipéssimancial position or results of
operations

Item 9A. Controls and procedures

Evaluation of the company's Disclosure Controls and Procedure<As of the end of the period covered by this AnriRe@port on Form 10-
K/A, the company evaluated the effectiveness dfdisclosure controls and procedures.” This evaduatvas conducted under the supervision
and with the participation of management, includimg company’s Chief Executive Officer (“CEO”) a@thief Financial Officer (“CFO”).

As described in Note A to the Restated Consolid&iadncial Statements, we have restated our preliagssued 2003 and 2002 consolidated
financial statements included in our 2003 Annugb&eon Form 10-K. Management’s conclusion to ftesita financial statements is based on
its decision to correct errors relating to accaumfior income taxes and related deferred tax lt@sl As a result of its decision to restate fa
tax matter, management also restated for certééncompany transactions and an adjustment rel&itige accounting for one of the
company'’s consolidated subsidiaries. Based on neamegt’s review, it has been determined that thesesewere inadvertent and
unintentional. Management believes that the eirotBe application of generally accepted accountirigciples were the result of deficiencies
in internal controls relating to (i) accountingpoeting and reconciliation of deferred income taxX@saccounting and reporting of certain
intercompany transactions including the reviewertain inter-company elimination and consolidatmtries; and (iii) the application of
generally accepted accounting principles for onthefcompany’s consolidated subsidiaries.
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A material weakness is a control deficiency, or boration of control deficiencies, that results imare than remote likelihood that a material
misstatement of the annual or interim financiatesteents will not be prevented or detected. As afddeber 31, 2003, the company did not
maintain effective controls over the determinatonl reporting of the provision for income taxes egldted deferred income tax balances.
Specifically, the company did not maintain effeetmontrols to review and monitor the accuracy efdcbmponents of the income tax provision
calculations and related deferred income taxeg@nubnitor the differences between the income tsidand the financial reporting basis of
assets and liabilities to effectively reconcile tfederred income tax balances. This deficiencyltegin the restatement of the interim and
annual consolidated financial statements for 20@82002. Additionally, this control deficiency cdulesult in a misstatement of the income
tax provision or related deferred income tax baganesulting in a material misstatement to the ahawinterim consolidated financial
statements that would not be prevented or detebtadagement has concluded that due to these iteriaternal control over financial
reporting as of December 31, 2003 was not effe@iat, as of such time, the control deficiencieatied to deferred income taxes constituted a
material weakness in internal control over finah@orting.

Management has advised the Audit Committee of tmepany’s Board of Directors of the material wealsnesthe company’s internal control
over financial reporting relating to income taxes @ther significant deficiencies in internal cahthat contributed to the errors in the
application of generally accepted accounting pples.

During 2004 and continuing through the filing dafehis Amendment No. 2 on Form 10-K/A, the compéaiag been in the process of
designing and implementing improvements in itsrimé control over financial reporting to address thaterial weakness in accounting for
income taxes. These improvements include among tthgys: recruiting a new Vice President of Taxp&nding supervisory activities and
monitoring techniques; educating and training ifdlials involved in accounting and reporting forante taxes; enhancing the reconciliatiol
income tax accounts; and strengthening procedwsigikd to ensure that all information relatingrémsactions directly or indirectly involvit
the provision for income tax and deferred incom@sas made known to persons responsible for pirgpéne financial statements.
Additionally, the company believes it has addresgbedcontrol deficiencies relating to the interc@my matter and the accounting for its
consolidated subsidiary.

Other than the foregoing and the adjustments tieab@ing made as described in Note A to the Res@tmsolidated Financial Statements,
there have been no changes in internal control fiv@ncial reporting since December 31, 2003 tlaatehmaterially affected, or are reasonably
likely to materially affect, internal control ovBnancial reporting.

Based on the evaluation of disclosure controlsmodedures, the company’s CEO and CFO have contlinde the disclosure controls and
procedures were not effective, as of December @23 20 ensure that information required to beldged in the reports that the company files
or submits under the Securities and Exchange At88# has been accumulated and communicated togmareat, including the company’s
CEO and CFO, and other persons responsible foaprepsuch reports to allow timely decisions regagdequired disclosure and that it is
recorded, processed, summarized and reported witaitime period specified by the SEC rules anth&r

Disclosure Controls, Internal Controls and CEO andCFO Certifications. Disclosure Controls are procedures that are degigsith the
objective of ensuring that information require®disclosed in the company'’s reports filed unberSecurities Exchange Act of 1934
(“Exchange Act”), such as this Annual Report, isoreled, processed, summarized and reported witkitirhe periods specified in the SEC
rules and forms. Disclosure Controls are also ahesigvith the objective of ensuring that such infation is accumulated and communicated to
the company’s management, including the CEO and,@B@ppropriate to allow timely decisions regagdiequired disclosure.

The company also reviewed its “internal control ofiiancial reporting” (“Internal Controlsfpr purposes (among other matters) of identift
any “significant deficiencies” or “material weakises” in the company’s internal controls, as diseddslow.

Appearing as exhibits to this Annual Report areGleetifications of the CEO and the CFO requireddnordance with Section 302 of the
Sarbanes-Oxley Act of 2002 (the “Section 302 Ciegtfons”). This section of the Annual Report is information concerning the evaluation
of the Disclosure Controls referred to in Item 4¢bjhe Section 302 Certifications and this infotima should be read in conjunction with the
Section 302 Certifications for a more complete ust@ading of the topics presented. The certificatiby the company’s Chief Executive
Officer and Chief Financial Officer of this AmendmeNo. 2 to the Annual Report on Form 10-K, as nexfuby Section 302 of the Sarbanes-
Oxley Act of 2002, have been filed as Exhibits 3dntl 31.2 to this report. The certifications bytsoéficers of this Amendment No. 2 to the
Annual Report on Form 10-K, as required by Sec#ifé of the Sarbanes-Oxley Act of 2002, have besaridhed to the SEC as Exhibits 32.1
and 32.2 to this report.

Limitations on the Effectiveness of ControlsThe company’s management, including the CEO and,@6€s not expect that the company’s
Disclosure Controls or its Internal Controls witepent all error and all fraud. A control systera,matter how well conceived and operated,
can provide only reasonable, not absolute, asseariduat the objectives of the control system are Fatther, the design of a control system
must reflect the fact that there are
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resource constraints, and the benefits of contmist be considered relative to their costs. Becafifee inherent limitations in all control
systems, no evaluation of controls can provide lalbs@ssurance that all control issues and instaot&aud, if any, within the company have
been detected. These inherent limitations inclhéer¢alities that judgments in decision-making lsariaulty, and that breakdowns can occur
because of simple error or mistake. Additionallyntrols can be circumvented by the individual aétsome persons, by collusion of two or
more people, or by management override of contiidie. design of any system of controls also is baseggart, upon certain assumptions about
the likelihood of future events, and there can bassurance that any design will succeed in aatget$ stated goals under all potential future
conditions. Over time, controls may become inadegbacause of changes in conditions, or the degfreempliance with the policies or
procedures may deteriorate. Because of the inhéneitétions in a cost-effective control systemsstatements due to error or fraud may occur
and not be detected.

The company monitors its Disclosure Controls ardrival Controls and makes modifications as necgstda company’s intent in this regard
is that the Disclosure Controls and the Internait@ds will be maintained as dynamic systems thatnge (including with improvements and
corrections) as conditions warrant.

Scope of the Controls EvaluationThe CEO/CFO evaluation of the company’s Disclostoatrols included a review of the Disclosure
Controls’ objectives and design, the Disclosuret@is’ implementation by the company and the effextess of the Disclosure Controls in
ensuring that material information relating to tmenpany and its subsidiaries is made known to memagt and is appropriately reflected in
the company’s SEC filings. This type of evaluatwiti be conducted on a quarterly basis so thattheclusions concerning effectiveness of
Disclosure Controls can be reported in the compma@uarterly Reports on Form 10-Q and Annual RepofEorm 10-K.

The company’s Internal Controls are also evaluatedn ongoing basis by its Internal Audit Departtraard by other personnel in its Finance
organization. Among other matters, the company Bbimgits evaluation to determine whether thereeasary “significant deficiencies” or
“material weaknesses” in the company'’s Internalt@as, or whether the company had identified artg a€ fraud involving management or
other employees who have a significant role incbmpany’s Internal Controls. This information wagpbrtant both as a matter of good
corporate practice and because item 5 in the 3e80@ Certifications require that the CEO and Cksgldse that information to the Board’s
Audit Committee and to its independent auditors @anekport on related matters in this section efAmnual Report. An internal control
deficiency is present when the design or operaifancontrol does not allow management or emplayiegbe normal course of performing
their assigned functions, to prevent or detect fisments on a timely basis. A “significant defig” could be a single deficiency, or a
combination of deficiencies, that results in mdrart a remote likelihood that a misstatement ofatlieual or interim financial statements, thi
more than inconsequential in amount, will not bevented or detected. A “material weakness” is miggnt deficiency that, by itself, or in
combination with other significant deficienciessuéts in more than a remote likelihood that a makenisstatement of the annual or interim
financial statements will not be prevented or dete.c
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Part IV
Item 15. Exhibits, financial statement schedules and repoais Form 8-K

(a) The following documents, which we have filed witle tSEC pursuant to the Securities Exchange Ac®841as amended, are by t
reference incorporated in and made a part of thisual Report

1. Restated Consolidated financial statemeni

The consolidated financial statements of MeadWest¥zorporation and consolidated subsidiaries liseddw are incorporated under It
8 of this annual repor

Report of independent registered public accourfiing

Restated consolidated statements of operatiorthdéoyears ended December 31, 2003 and 2002, tt-month transition perio
ended December 31, 2001 and the fiscal year endtabér 31, 200.

Restated consolidated balance sheets at Decemp20@3. and 200

Restated consolidated statements of sharehr equity for the years ended December 31, 2003 af#,2fe tw-month transitior
period ended December 31, 2001 and the fiscalgmaded October 31, 20(

Restated consolidated statements of cash flowthéoyear ended December 31, 2003 and 2002, thenwvah transition period
ended December 31, 2001 and the fiscal year end&ab& 31, 200.

Restated notes to financial stateme

2. Consolidated financial statement schedule

All financial statement schedules have been omhtszhuse they are inapplicable, not required, awalin the consolidated financi
statements and notes thereto contained he

Exhibits

3.1 Amended and Restated Certificate of Incorporatibthe Registrant, previously filed as Exhibit 3olthe company’s Form 8-K filed
on January 29, 2002, and incorporated herein leyeate

3.2 Amended and Restated By-laws of the Registrantiqusly filed as Exhibit 3 to the company’s QualgtedReport on Form 10-Q for
the period ended June 30, 2003, and incorporateziniey reference

4.1 Form of Indenture among the Registrant, Westvaap@ation, The Mead Corporation and The Bank of Nemk, as trustee,
previously filed as Exhibit 4.a to the company’stads-3 filed on March 8, 2002, File No. 333-84060-8nd incorporated herein by
reference
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4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.1C

4.11

4.1z

First Supplemental Indenture between Westvaco Catipm and The Bank of New York dated January 8022 previously filed
as Exhibit 4.1 to the compa’'s Form K, filed on February 1, 2002, and incorporated lmeby reference

Second Supplemental Indenture between the RedistnanThe Bank of New York dated December 31, 2p8&yiously filed a:
Exhibit 4.1 to the compar's Form K, filed on January 7, 2003, and incorporated Imebgi reference

Fourth Supplemental Indenture between The Meaddzatipn and Bankers Trust Company dated Januarg®X2, previoush
filed as Exhibit 4.2 to the compg's Form K, filed on February 1, 2002, and incorporated tmebg reference

Fifth Supplemental Indenture between MW Custom Papec. and Deutsche Bank Trust Company AmeriedasdiDecember 31,
2002, previously filed as Exhibit 4.2 to the comy’s Form K, filed on January 7, 2003, and incorporated tmebgi reference

Sixth Supplemental Indenture between the RegistmadtDeutsche Bank Trust Company Americas date@rbper 31, 2002,
previously filed as Exhibit 4.3 to the compi's Form K, filed on January 7, 2003, and incorporated Imebgi reference

Form of Indenture, dated as of March 1, 1983, betw&/estvaco Corporation and The Bank of New Yooknferly Irving Trust
Company), as trustee, previously filed as Exhiliih ®Vestvaco’s Registration Statement on Form &ikg, No. 1-3013, dated
January 24, 1984, and incorporated herein by nefer.

Rights Agreement dated as of January 29, 2002 leetivee Registrant and The Bank of New York, presfiptiled as Item 2 to
the compan’s Form A dated January 29, 2002, and incorporated heseneference

Indenture dated as of July 15, 1982 between Thed\eaporation and The First National Bank of Chimags Trustee, First
Supplemental Indenture dated as of March 1, 198@oid Supplemental Indenture dated as of Octoher%8® and Third
Supplemental Indenture dated as of November 15],1@@viously filed as Exhibit 4.ix to the compasy&nnual Report on Form
10-K for the Transition Period ended December 31, 2@@1l incorporated herein by referer

Indenture dated as of February 1, 1993 betweerMVigea Corporation and The First National Bank ofdabp, as Trustee,
previously filed as Exhibit 4.x to the company’sral Report on Form 10-K for the Transition Pergoadied December 31, 2001,
and incorporated herein by referen

First Supplemental Indenture between The Mead Catjpm and Bank One Trust Company, NA dated Jan8&y2002
previously filed as Exhibit 4.3 to the compi's Form K, filed on February 1, 2002, and incorporated imeby reference

Second Supplemental Indenture between MW CustorarBamc. and Bank One Trust Company, N.A. datecebder 31, 2002,
previously filed as Exhibit 4.4 to the compi’s Form K, filed on January 7, 2003, and incorporated hmebgireference
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4.13

10.1+

10.2+

10.3+

10.4+

10.5+

10.6+

10.7+

10.8

10.9+4

Third Supplemental Indenture between the RegisaadtBank One Trust Company, N.A. dated Decembge2@12, previousl
filed as Exhibit 4.5 to the compég's Form K, filed on January 7, 2003, and incorporated mebgi reference

The Westvaco Corporation Savings and InvestmentbRe®on Plan, as amended, effective January 10,188d Retirement
Income Restoration Plan and Excess Benefit Plaagresnded, effective January 1, 1990, previoustygfds Exhibit 10(e) to
Westvaco’s Annual Report on Form 10-K for the flsgsar ended October 31, 1989, File No. 1-3013,inodrporated herein by
reference

Amendment to the Westvaco Corporation Savings anestment Restoration Plan, effective January @1 1previously filed as
Exhibit 10(e) to Westvaco’s Annual Report on For@aKL for the fiscal year ended October 31, 1991 Nb. 1-3013, and
incorporated herein by referen:

Amendment to the Westvaco Corporation Savings amestment Restoration Plan, effective October 851 8reviously filed a
Exhibit 10(e) to Westvaco’s Annual Report on For@aKlLfor the fiscal year ended October 31, 1996¢ Nb. 1-3013, and
incorporated herein by referen:

The Westvaco Corporation Deferred Compensation effactive March 1, 2001, previously filed as Exhitd.c to Westvaco's
Quarterly Report on Form -Q/A for the period ended April 30, 2001, File N-3013, and incorporated herein by referel

Form of Employment Agreement dated by and among 2ol uke, Jr., and the Registrant, filed to thenpany’s Registration
Statement on Form S-4 dated December 20, 2001NBil&33-71124, previously filed as Exhibit 10.5te company’s Annual
Report on Form 1-K for the period ended December 31, 2003, File®0d-31215, and incorporated herein by refere|

Form of Employment Agreement by and between West@arporation and certain individual officers oé tbtompany dated
January 1999, previously filed as Exhibit 10(f) drfi{g) to Westvaco’s Quarterly Report on Form 1@Qthe period ended
January 31, 1999, File No-3013, and incorporated herein by referel

Employment Agreement dated as of March 2, 200@ra/between Westvaco Corporation and James A. Blizz@viously
filed as Exhibit 10(a) to Westvaco’s Quarterly Rem Form 10-Q for the period ended January 30026ile No. 1-3013, and
incorporated herein by referen:

Amended and Restated Agreement and Plan of Meailgegd October 5, 2001, by and among MW Holding Ga&tion, Michael
Merger Corporation, William Merger Sub corporatidine Mead Corporation and Westvaco Corporationipusly filed as
Annex A to the compar's Registration Statement on For-4, File No. 33-71124, incorporated herein by referer

The Mead Corporation 1996 Stock Option Plan, asna®e through June 24, 1999 and amended Februa®p@2, previousl
filed as Exhibit 10.3 to Mead’s Quarterly Reportlearm 10-Q for the period ended July 4, 1999 angdefglix 2 to Mead'’s
definitive proxy statement for the 2001 Annual Megtof Shareholders, and incorporated herein bgregfce
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10.10+

10.11+

10.12+

10.13+

10.14+

10.15+

10.16+

10.17+

10.18+

10.19+

Amendment to The Mead Corporation 1996 Stock Opfitam, effective April 23, 2002, previously filed Bxhibit 10.3 to th
compan’s Quarterly Report on Form -Q for the period ended June 30, 2002, and incotpdtaerein by referenc

1985 Supplement to The Mead Corporation’s Incenfleenpensation Election Plan, as amended Novembdr9B7, and as
further amended October 29, 1988; as amended igehine 24, 1998; as amended effective Octobe2@®l, previously file
as Exhibit 10.xxix to the company’s Annual Repartleorm 10-K for the Transition Period ended Decen®ie 2001, and
incorporated herein by referen:

The Mead Corporation Excess Benefit Plan datedalgriy 1996; as amended effective June 24, 199@masded effective
October 26, 2001, previously filed as Exhibit 16cta@ the company’s Annual Report on Form 10-K fog Transition Period
ended December 31, 2001, and incorporated hereiafbyence

Amendment to The Mead Corporation Section 415 Ex8emefit Plan in which executive officers partatip, previously filec
as Exhibit 10.3 to the company’s Quarterly ReparfForm 10-Q for the period ended March 30, 2008, ianorporated herein
by reference

The Mead Corporation Excess Earnings Benefit PEaddJanuary 1, 1996; as amended effective Junk928; as amended
effective October 26, 2001, previously filed as B®hL0.xxxi to the company’s Annual Report on Fot@K for the Transitiol
Period ended December 31, 2001, and incorporatesinhiey reference

Amendment to The Mead Corporation Excess EarniregeBt Plan in which executive officers participgteeviously filed a
Exhibit 10.2 to the company’s Quarterly Report amrf 10-Q for the period ended March 30, 2002, aedriporated herein by
reference

Restated Supplemental Executive Retirement Plac®gfe January 1, 1997; as amended effective Jan&d®8; as amended
effective August 28, 2001, previously filed as BbihlL0.xxxii to the company’s Annual Report on Fot@K for the Transitior
Period ended December 31, 2001, and incorporatedinhiey reference

Third Amendment to The Mead Corporation Supplemdftacutive Retirement Plan in which executive adfis participate
previously filed as Exhibit 10.1 to the company’sa@terly Report on Form 10-Q for the period endextd¥t 30, 2002, and
incorporated herein by referen:

Restated Benefit Trust Agreement dated August 296 between The Mead Corporation and Society Bdakpnal
Association; as amended effective June 24, 1998mesded effective October 28, 2000; as amendedtie® June 28, 2001;
as amended August 28, 2001, previously filed askixh0.xxxiv to the company’s Annual Report on Fot0-K for the
Transition Period ended December 31, 2001, andpocated herein by referenc

The Mead Corporation Restricted Stock Plan effecihecember 10, 1987, as amended through June 24, g@&viously filed
as Exhibit 10.xxxv to the company’s Annual RepartFmrm 10-K for the Transition Period ended Decen®ie 2001, and
incorporated herein by referen:
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10.20+

10.21+

10.22+

10.23+

10.24+

10.25+

10.26+

10.27+

10.28+

Ninth Amendment to The Mead Corporation Restri@&gack Plan, previously filed as Exhibit 10.5 to twanpan’s Quarterly
Report on Form 1-Q for the period ended March 30, 2002, and incataat herein by referenc

The Mead Corporation Deferred Compensation Plalfagctors, as amended through October 29, 1988mended effective
June 24, 1998; as amended effective October 2@,,206viously filed as Exhibit 10.xxxvi to the coargy’s Annual Report on
Form 1(-K for the Transition Period ended December 31, 2@01l incorporated herein by referer

1985 Supplement to The Mead Corporation Deferreh@msation Plan for Directors, as amended througblier 29, 198¢
as amended effective June 24, 1998; as amendeadiedf©ctober 26, 2001, previously filed as Exhilftxxxvii to the
company’s Annual Report on Form 10-K for the Tréosi Period ended December 31, 2001, and incorpdiag¢rein by
reference

The Mead Corporation Amended and Restated Dire@apstal Accumulation Plan effective January 1,208 amende
effective October 26, 2001, previously filed as Bithl 0.xxxviii to the company’s Annual Report oo 10-K for the
Transition Period ended December 31, 2001, andpocated herein by referenc

Form of Executive Life Insurance Policy for Key Exéives, previously filed as Exhibit 10.xxxix toetikompany’s Annual
Report on Form 1-K for the Transition Period ended December 31, 2@@d incorporated herein by referer

The Mead Corporation Amended and Restated ExecGi@pital Accumulation Plan effective January 1,208 amended
effective October 26, 2001, previously filed as B®hL0.xxxxi to the company’s Annual Report on Fot0-K for the
Transition Period ended December 31, 2001, andpocated herein by referenc

Form of Severance Agreement between The Mead Catipprand Raymond W. Lane and other key employmesjously
filed as Exhibit 10 (xvii) to Mead’s Annual Repam Form 10K for the fiscal year ended December 31, 1999,iacdrporatec
herein by reference; and Amendment to Severanceehgent, previously filed as Exhibit 10 (2) to Mea@uarterly Report on
Form 1(-Q for the Quarterly Period ended July 2, 2000, iandrporated herein by referen:

Amendment to Severance Agreement between The Megzb@tion and Raymond W. Lane and other key engas;
previously filed as Exhibit 10.xxxiii to the compas Annual Report on Form 10-K for the Transitioaridd ended December
31, 2001, and incorporated herein by refere

Amendment to Chanr-in-Control Severance Agreement among Raymond W. LEmeMead Corporation and MeadWestv.
Corporation (as successor in interest to MW Holdagporation), previously filed as Exhibit 10.4tkee company’s Quarterly
Report on Form 1-Q/A for the period ended March 31, 2002, and inoocaifed herein by referenc
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10.29+

10.30+

10.31+

10.32+

10.33+

10.34+

10.35

10.36

10.37

10.38

Amendment to the Form of Employment Agreement by laetween Raymond W. Lane and the company, preyidiledd as
Exhibit 10.2 to the company’s Quarterly Report amrf 10Q for the period ended September 30, 2002, andpiocated here|
by reference

Amendment to the Form of Employment Agreement by laetween Raymond W. Lane and the company, datedrbleer 8,
2003, previously filed as Exhibit 10.30 to the c@np's Annual Report on Form Hfor the period ended December 31, 2(
File No. 00--31215, and incorporated herein by referei

Form of Severance Agreement between The Mead Catiporand Mark T. Watkins, dated December 1, 2p@€viously filed
as Exhibit 10.31 to the company’s Annual ReporfFonm 10-K for the period ended December 31, 20@8,No. 001-31215,
and incorporated herein by referen

The MeadWestvaco Corporation Compensation PlaNéom-Employee Directors, previously filed as ExhibitdBthe
compan’s definitive Proxy Statement for the 2002 Annualeltileg of Shareholders, and incorporated hereirebgrence

MeadWestvaco Corporation Annual and L-term Incentive Plan (as amended and restated shwotiary 26, 2002
previously filed as Exhibit 10.40 to the companiisnual Report on Form 10-K for the fiscal year esh@®cember 31, 2002,
and incorporated herein by referen

MeadWestvaco Corporation Annual and Long-term ItigerPlan for Executives Exempt from Internal ReveiCode Section
162(m) (as amended and restated as of FebruaB0R@), previously filed as Exhibit 10.41 to the gany’s Annual Report 0
Form 1(-K for the fiscal year ended December 31, 2002,iacdrporated herein by referen:

Lease Agreement between The Industrial DeveloptBeatd of the City of Phenix City, Alabama and Mé&ahted Board,
Inc., dated as of June 1, 1993, as amended, psdyibled as Exhibit 10.xxiv to the company’s Anhireport on Form 10-K
for the Transition Period ended December 31, 2D@brporated herein by referen:

Lease Agreement between The Industrial Developfeatd of the City of Phenix City, Alabama and Mézmhted Board
Inc., dated as of September 1, 1997, as amendadopsly filed as Exhibit 10.xxv to the company’aual Report on Form
1C-K for the Transition Period ended December 31, 2@@brporated herein by referen

Amended and Restated $500 million Five-Year Craditeement dated as of December 18, 2003 amongebestRant, The
Bank of New York, as agent, and the banks namegithepreviously filed as Exhibit 10.37 to the camg’s Annual Report on
Form 1(-K for the period ended December 31, 2003, File00d-31215, and incorporated herein by referel

Second Amended and Restated $500 millior-Day Credit Agreement dated as of December 18, 20@3ng the Registrar
The Bank of New York, as agent, and the banks nahexein, previously filed as Exhibit 10.38 to t@mmpany’s Annual
Report on Form 1-K for the period ended December 31, 2003, File®0d-31215, and incorporated herein by refere|
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21~ Subsidiaries of the Registra

23.1* Consent of PricewaterhouseCoopers L

23.2* Consent of Ernst & Young LLF

31.1* Rule 13i-14(a) Certification by Chief Executive Office
31.2* Rule 13i-14(a) Certification by Chief Financial Office
32.1* Section 1350 Certification by Chief Executive O#fic
32.2* Section 1350 Certification by Chief Financial Oéfic

* Filed herewith
+ Management contract or compensatory plan or arrapge

The company agrees to furnish copies of otherunsgnts defining the rights of holders of long-tetebt to the Commission upon its request.

(b) Reports on Form &K
1) Areport on Form -K was filed on October 1, 2003. The contents ofrdport are summarized belo

ltem 9. Regulation FD Disclosure- On October 1, 2003, MeadWestvaco issued a ndegse announcing it had
reached agreement with Wagner Forest Managemeht,drt the sale of 629,000 acres of forestland in
Maine and New Hampshire. Under the terms of theement, the Purchase Price exceeded $200 per acre.
Plans called for the sale to be finalized befoeedhd of the year. The company expected to usertoeeds
from the sale to reduce debt. A copy of the newease was included as Exhibit 99 to the report o8-
K and was incorporated by reference ther

2) Avreport on Form -K was filed on October 22, 2003. The contents efréport are summarized belc

Item 12. Results of Operations and Financial Conditior— On October 22, 2003, MeadWestvaco issued a |
release announcing results for the fiscal quarided September 30, 20(
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3) Areport on Form -K was filed on December 1, 2003. The contents efréfport are summarized belc

Item 5. Other Events— On December 1, 2003, pursuant to a resoluticgheoBoard of Directors adopted on
November 2, 2002, and the approval of the manageaievieadWestvaco on November 20, 2003,
company issued $125,000,000 in Floating Rates Nhie2005 and $175,000,000 in 2.75% Notes due 2005
in an underwriting public offering. This amountpiart of a total of $500,000,000 covered under a
Registration Statement on Form S-3 (Registration388-103918) and a related Prospectus dated Marc
2003. The issuance of such $125,000,000 in Flo&eig Notes due 2005 and $175,000,000 in 2.75%sNote
due 2005 is covered, in addition, by a related prrosis Supplement dated November 20, 2

ltem 7. Financial Statements, Pro Forma Financial Informaton and Exhibits
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

MEADWESTVACO CORPORATION
March 14. 2001 (Registrant
arc , !
/sl E. Mark Rajkowski

Name E. Mark Rajkowsk
Title: Chief Financial Officel
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Pursuant to the requirements of the Securities &xgéa Act of 1934, this report has been signed bbélpthe following persons on behalf of 1
registrant and in the capacities and on the dathsdted.

Signature Title Date

/s/ John A. Luke, Jr. Chairman of the Board of Directors March 14, 2005
and Chief Executive Officer

John A. Luke, Jr

/sl E. Mark Rajkowski Senior Vice President March 14, 2005
(Chief Financial Officer)

E. Mark Rajkowsk

/s/ John E. Ban Controller March 14, 200¢
(Principal Accounting Officer)

John E. Bani

/s/ John G. Breen Director March 14, 2005

John G. Breel

/s/ Michael E. Campbe Director March 14, 200t

Michael E. Campbe

/s/ Dr. Thomas W. Cole, Jr. Director March 14, 2005

Dr. Thomas W. Cole, J

/s/ Duane E. Collins Director March 14, 2005

Duane E. Collin:

/s/ William E. Hoglunc Director March 14, 200t

William E. Hoglund

/s/ James G. Kaiser Director March 14, 2005

James G. Kaise

/s/ Richard B. Kelso Director March 14, 200¢

Richard B. Kelsor

/s/ John A. Krol Director March 14, 2005
John A. Krol
/sl Susan J. Krog Director March 14, 200t

Susan J. Krop

/s/ Douglas S. Luk Director March 14, 200:

Douglas S. Luk

/s/ Robert C. McCormack Director March 14, 2005

Robert C. McCormac

/s/ Jane L. Warne Director March 14, 200¢




Jane L. Warne

/s/ J. Lawrence Wilson Director March 14, 2005

J. Lawrence Wilsol
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INDEX TO RESTATED CONSOLIDATED FINANCIAL STATEMENTS

Restated Consolidated Financial Statements

Report of Independent Registered Public Accourftimm

Restated Consolidated Statements of Operatiorthdoyears ended December 31, 2003 and 2002, thentwadh
transition period ended December 31, 2001 andislalfyear ended October 31, 2(

Restated Consolidated Balance Sheets as of Dece&hp2003 and 200

Restated Consolidated Statements of ShareholdgtstyHor the years ended December 31, 2003 an@&,2b@ two-
month transition period ended December 31, 200ltladiscal year ended October 31, 2I

Restated Statements of Cash Flows for the yeaesdebdcember 31, 2003 and 2002, the two-month trangieriod
ended December 31, 2001 and the fiscal year endeab€r 31, 200

Restated Notes to Consolidated Financial Staten
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F-4
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
of MeadWestvaco Corporation

In our opinion, the restated consolidated finansfatements listed in the index appearing under tB(a)1, present fairly, in all material
respects, the financial position of MeadWestvacg@ation and its subsidiaries at December 31, 20082002, and the results of their
operations and their cash flows for each of theye@rs in the period ended December 31, 2003wtherionth transition period ended
December 31, 2001, and the fiscal year ended Oc8he2001, in conformity with accounting principlgenerally accepted in the United St
of America. These financial statements are theorsipility of MeadWestvaco Corporation’s managemeut responsibility is to express an
opinion on these financial statements based omodits. We conducted our audits of these statenieaiscordance with the standards of the
Public Company Accounting Oversight Board (Unitedt&s), which require that we plan and performaheit to obtain reasonable assurance
about whether the financial statements are frageaiérial misstatement. An audit includes examingrga test basis, evidence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andisim estimates made by management,
and evaluating the overall financial statement @méation. We believe that our audits provide ageable basis for our opinion.

As discussed in the summary of significant accaungiolicies, MeadWestvaco Corporation adopted aamwounting standard for asset
retirement obligations as of January 1, 2003 amgptedi a new accounting standard for goodwill ametointangible assets as of January 1,
2002.

As described in Note A, MeadWestvaco Corporatianieatated its 2003 and 2002 consolidated finastid¢ments to correct errors in
accounting for income taxes, certain inter-compaagsactions and an investment in one of the cogipaonsolidated subsidiaries.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP

New York, New York

January 29, 2004 except as to the
restatement described in Note A as
to which the date is March 11, 2005
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RESTATED FINANCIAL STATEMENTS

RESTATED CONSOLIDATED STATEMENTS OF OPERATIONS

In millions, except per share dal

Net sales

Cost of sale:

Selling, general and administrative exper
Interest expens

Other expense (income), r

Income (loss) from continuing operations beforeme taxe:
Income tax provision (benefi
Income (loss) from continuing operatic

Discontinued operatior
Cumulative effect of accounting chan

Net income (loss

Income (loss) per sha- basic and dilutec
Income (loss) from continuing operatic
Discontinued operatior
Cumulative effect of accounting chan

Net income (loss

Shares used to compute net income (loss) per <
Basic
Diluted

The accompanying notes are an integral part oféHesncial statements.

M EAD W ESTVACOC ORPORATION ANDC ONSOLIDATED S UBSIDIARY C OMPANIES

Two-month
transition
period endec

December 3; Fiscal yeal

ended

Years ended December 31 October 31
2003 2002 2001 2001

Restated Restated

$ 7,552 $ 7,247 $ 603 $ 3,93t
6,55¢ 6,19¢ 54C 3,27¢
86& 85€ 66 38¢
292 31C 33 20¢€
(134 (104 3 (48)
(26) (16) (39) 11€
(49) (12) 17 30

22 (5) (22) 88

- (34) — -

4 (359 — —

$ 18 $ (3% $ (22 $ 88
$ 011 $ (002 $ (0.2)) $ 0.87
— (0.1§) — —
(0.02) (1.87) — —

$ 00 $ (20) $ (021 $ 087
200.¢ 192.1 102.t 101.t
201.¢ 192.1 102.t 101.€
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RESTATED FINANCIAL STATEMENTS
RESTATED CONSOLIDATED BALANCE SHEETS

In millions, except share and per share de

ASSETS

Cash and cash equivalel
Shor-term investment
Accounts receivable, n
Inventories

Other current asse

Current assetl
Property, plant, equipment and forestlands,

Prepaid pension ass
Goodwill
Other asset

LIABILITIES AND SHAREHOLDERS' EQUITY
Accounts payable and accrued expel
Notes payable and current maturities of l-term obligations

Current liabilities

Long-term debt
Other lon¢-term obligations
Deferred income taxe

Shareholder equity:
Common stock, $0.01 p
Shares authorized: 600,000,(
Shares issued: 200,897,413 (2(- 200,039,422
Additional paic-in capital
Retained earning
Accumulated other comprehensive |

The accompanying notes are an integral part oféHesmncial statements.

M EAD W ESTVACOC ORPORATION ANDC ONSOLIDATED S UBSIDIARY C OMPANIES

F-4

December 31

2003 2002

Restated Restated

$ 218 ¢ 372

10 —
945 894
1,09¢ 1,00z
16C 162
2,42¢ 2,431
7,37¢ 7,83¢
1,01t 97C
75C 728
901 94¢€

$12,47C  $12,90¢

$ 1247 $127¢

26¢ 363
1,51¢ 1,63
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RESTATED CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ E QUITY

Accumulated

Additional Retainec other Common Total
Outstanding Common o earnings comprehensivt ) shareholders’
paid-in stock in
shares stock capital income (loss) treasury equity
In millions
Balance at October 31, 20 1007 $ 766 $ — $1,762 % (13¢) $ (61) $ 2,33¢
Comprehensive income (los:
Net income — — — 88 — — 88
Foreign currency translatic — — — — (48) — (48)
Minimum pension liability, net of taxe — — — — 3) — 3
Comprehensive incorr 37
Cash dividend — — — (89) — — (89)
Repurchases of stor (0. — — — — 2 (2
Exercise of stock optior 1.8 48 — (29 — 43 62
Balance at October 31, 20 102.¢ 81€ — 1,732 (187) (20 2,341
Comprehensive income (los:
Net loss — — — (22 — — (22
Foreign currency translatic — — — — 15 — 15
Comprehensive (los: @)
Cash dividend — — — (23) — — (23)
Exercise of stock optior 0.2 — — — — 4 4
Balance at December 31, 2C 102.€ 81€ — 1,68 (172 (16) 2,31t
Comprehensive income (los:
Net loss — — — (39¢) — — (399)
Foreign currency translatic — — — — (18) — (18)
Minimum pension liability, net of taxe — — — — 4 — (4)
Net unrealized loss on derivati
instruments, net of taxe — — — — (@H)] — (D)
Comprehensive (los: (421
Retirement of treasury stos — 5) — (12) — 16 —
Exchange of Westvaco shal (3.0 (810) 81C — — — —
Share put on the compe’s common stoc — — (57) — — — (57)
Issuance of stock for merg 99.2 1 3,061 — — — 3,06z
Cash dividend — — — (183) — — (183)
Exercise of stock optior 1.2 — 37 — — — 37
Balance at December 31, 2C- Restatec 200.( 2 3,851 1,09t (195) — 4,75
Comprehensive income (los:
Net loss — — — 18 — — 18
Foreign currency translatic — — — — 10¢ — 10¢
Minimum pension liability, net of taxe — — — — 3) — ©)]
Net unrealized gain on derivati
instruments, net of taxe — — — — 1 — 1
Comprehensive incorr 12t
Cash dividend — — — (1849 — — (184
Exercise of stock optior 0.9 — 19 — — — 19
Balance at December 31, 2C- Restatec 200¢ % 2 $387C $ 92¢ % 88 $ — $ 4,71

The accompanying notes are an integral part oféHesncial statements.

M EAD W ESTVACOC ORPORATION AND CONSOLIDATED SUBSIDIARY COMPANIES
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RESTATED CONSOLIDATED STATEMENTS OF CASH FLOWS

In millions

Cash flows from operating activities
Net income (loss

Adjustments to reconcile net income (loss) to rehcprovided by operatir

activities:
Depreciation, depletion and amortizati
Deferred income taxe
(Gain) loss on sales of ass
Loss on early retirement of lo-term debt
Pension income before settlements and curtailn
Impairment of lon-lived asset:
Cumulative effect of accounting chan
Discontinued operatior

Changes in working capital, excluding the effedtaeguisitions and

dispositions
Other, ne

Net cash provided by operating activities of couitig operation

Net cash (used in) discontinued operati

Net cash provided by operating activit

Cash flows from investing activities
Additions to property, plant and equipmi
Payments for acquired businesses, net of cashrad
Proceeds from sales of assets, including discoadiroperation
Purchase of shc-term investment
Sale of sho-term investment
Other

Net cash provided by (used in) investing activi

Cash flows from financing activities
Proceeds from issuance of l-term debi
Repayment of lor-term debt
Notes payable, nt
Proceeds from issuance of common stock and exsrefss#ock option
Treasury stock purchas
Dividends paic

Net cash provided by (used in) financing activi
Effect of exchange rate changes on ¢

Increase (decrease) in cash and cash equiv:

Cash and cash equivaler
At beginning of perioc

At end of perioc

The accompanying notes are an integral part oféHesncial statement
M EADWESTVACO C ORPORATION AND CONSOLIDATED SUBSIDIARY COMPANIES
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Two-month
transition
period endec

Years ended December 3.
December 31
2003 2002 2001
Restatec Restated
$ 18 $ (39 $ (22
724 674 61
(60) (50) 5)
(103) (102) 4
26 6 .
(70) (124) 23)
15 49 —
4 35¢ _
— 34 _
(99) 16 13
- 31 6
46 49¢€ 34
— 2 —
46 494 34
(399 (429 (56)
(56) 111 _
37¢€ 53C _
(40) — _
30 _ _
(12 (12) 2
(95) 20€ (54)
34z 1,36z 80
(719) (1,080 (42)
— (537) _
19 37 3
(189 (206) _
(540) (424) 41
15 (6) _
(157) 27C 21
372 102 81
$ 218 372 $ 10z

Fiscal year

ended
October 31

2001

258

(29€)
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Summary of significant accounting policies

Basis of consolidation and preparation of finangttementsMeadWestvaco Corporation is a Delaware corpordtbamed for the purpose of
consummating the business combination of The Mearg@ation and Westvaco Corporation, which was deted on January 29, 2002.
Unless otherwise indicated or the context othenngsgiires, the terms “MeadWestvaco” or the “compaeyers to MeadWestvaco Corporal
and its consolidated subsidiaries, including Meadl Westvaco, and the terms “Mead” and “Westvactrr® The Mead Corporation and
Westvaco Corporation, respectively, in each cagether with their consolidated subsidiaries. Beedasaccounting purposes the merger was
treated as an acquisition of Mead by Westvacoht$terical financial statements of Westvaco becé#mehistorical consolidated financial
statements of MeadWestvaco, the registrant. Theatoated statement of operations for the year @mterember 31, 2002, includes
approximately 11 months of Mead'’s results and 12t of Westvaco's results. Note Q provides summagudited pro forma information
and details on the merger accounting.

The consolidated financial statements include aljomity-owned or controlled entities and all intengpany transactions are eliminated.

Fiscal year changeEffective January 29, 2002, Westvaco changedstsfiyear end from October 31 to December 31. Alingly, the
consolidated financial statements include the tesafloperations for the two-month transition pdremded December 31, 2001, which are not
necessarily indicative of operations for a full gegee Note U for further information.

Discontinued operation<On September 30, 2002, the company completed thaqusly announced sale of its Packaging segm&ie'genson,
Alabama, corrugating medium mill and related assetsuding seven container plants and 82,000 amfrésrestlands, to Jefferson Smurfit
Corporation (U.S.). See Note R for further inforinat

Estimates and assumptiorThe preparation of financial statements in accordamith generally accepted accounting principlepimes
management to make estimates and assumptiondfietttae reported amounts of some assets anditiebiand, in some instances, the
reported amounts of revenues and expenses duemgpiorting period. Actual results could differrfrahese estimates.

Translation of foreign currencie§he local currency is the functional currency fobstantially all of the company’s significant opéas
outside the United State3he assets and liabilities of the company’s foreighsidiaries are translated into U.S. dollarsgipieriod-end
exchange rates and adjustments resulting from firesecial statement translations are includedccuanulated other comprehensive income
(loss) in the Consolidated Balance Sheets. Reveamgxpenses are translated at average rateslipgdaring the period.

Cash equivalentdighly liquid securities with an original maturitf three months or less are considered to be aushaents.

Short-term investment$he company’s shoterm investments consist of auction rate securitiasare secured by bonds and notes classifi
available-for-sale securities. Investments in theesrurities are recorded at cost, which approxisiizie market value due to their variable
interest rates, which typically reset every 7 tada§s. Despite the long-term nature of their statadractual maturities, the company has the
ability to quickly liquidate these securities. Asesult, there were no cumulative gross unrealimdding gains (losses) or gross realized gains
(losses) for short-term investments. All incomeeyared from these current investments was recadéaterest income.

Inventories:Inventories are valued at the lower of cost or rearkost is determined using the last-in, first4uUFO) method for substantially
all raw materials, finished goods and productiornemals of U.S. manufacturing operations. Costlbbther inventories, including stores and
supplies inventories and inventories of non-U.Snufacturing operations, is determined by the finsffirst-out (FIFO) or average cost meth:
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Property, plant, equipment and forestlanOwned assets are recorded at cost. Also includdtkicost of these assets is interest on funds
borrowed during the construction period. When asagg sold, retired or disposed of, their costratated accumulated depreciation are
removed from the accounts and any resulting galoswsis reflected in cost of sales. Gains on #iessof forestland are recorded in other
expense (income), net. Costs of renewals and bettas of properties are capitalized; costs of neagice and repairs are charged to expense
Costs of reforestation of forestlands are capialiZl hese costs include the costs of seedlingspegparation, planting of seedlings, early-stage
fertilization and the cost of permanent roads.

Depreciation and depletiorThe cost of plant and equipment is depreciatetizing the straight-line method, over the estimatedful lives of
the assets, which range from 20 to 40 years fddimgis and 5 to 30 years for machinery and equigmen

Timber is depleted as timber is cut at rates ddtexchannually based on the relationship of undeplémber costs to the estimated volume of
recoverable timber.

Impairment of lon-lived assetsThe company periodically evaluates whether cureeents or circumstances indicate that the carryaige of
its long-lived assets, including intangible assetde held and used may not be recoverable. H silcumstances are determined to exist, an
estimate of undiscounted future cash flows produmethe long-lived asset, or the appropriate gnogpif assets, is compared to the carrying
value to determine whether an impairment exiftan asset is determined to be impaired, theikaseasured based on quoted market pric
active markets, if available. If quoted market psi@re not available, the estimate of fair valusased on various valuation techniques,
including a discounted value of estimated futurghddows. The company reports an asset to be déspokat the lower of its carrying value or
its estimated net realizable value.

Goodwill: The company has classified as goodwill the excEHseoacquisition cost over the fair values of tieg tangible and intangible assets
of businesses acquired. Upon the adoption of Sttenf Financial Accounting Standards (SFAS) N&,Bloodwill and Other Intangible
Assetsgoodwill is no longer amortized as of January D2Prior to 2002, goodwill was amortized on aigtrline basis over periods

ranging from 20 to 40 years. The company has détewdrits reporting units to be components withingaickaging and paper segments and its
consumer and office products and specialty chesigadiments. In accordance with SFAS No. 142, gdbamd indefinite-lived intangible
assets were tested for impairment upon adoptidheo$tandard and are required to be tested atdeashlly thereafter. SFAS No. 142 requires
that goodwill be tested for impairment using a tstep process. The first step is to identify a piaéimpairment and the second step measures
the amount of the impairment loss, if any. SFAS N& requires that indefinite-lived intangible dsdme tested for impairment using a mteg
process, which consists of a comparison of thevigline to the carrying value of the intangible asG@odwill is deemed to be impaired if the
carrying amount of a reporting unit’s goodwill egds its estimated fair value. Intangible assetslaezned to be impaired if the net book value
exceeds the estimated fair value. See Note D ftindu information.

Other assetsCapitalized software, equipment leased to customeasother intangible assets are included in aibsets. Capitalized software
and other intangibles are amortized using thegditdine method over their estimated useful livé8 o 20 years. Equipment leased to
customers is amortized using the sum-of-the-yemjissdnethod over the estimated useful life of tn@chine, generally ten years. Revenue is
recognized for the leased equipment on a straightHasis over the life of the lease and is indllitienet sales of the company. The company
records software development costs in accordanttetihe American Institute of Certified Public Acecaants’ Statement of Position 98-1,
Accounting for the Costs of Computer Software Dmpeasdd or Obtained for Internal Us.

Financial instrumentsThe company has, where appropriate, estimatedithedlue of financial instruments. These fair wahmounts may be
significantly affected by the assumptions useduitiong the discount rate and

F-8



Table of Contents

RESTATED NOTES TO FINANCIAL STATEMENTS

estimates of cash flow. Accordingly, the estimgtiessented are not necessarily indicative of theustsathat could be realized in a current
market exchange. Where these estimates approxoaetgng value, no separate disclosure of fair @atushown.

Environmenta: Environmental expenditures that increase usefetlof assets are capitalized, while other enwvitental expenditures are
expensed. Liabilities are recorded when remedfattsfare probable and the costs can be reasorabiyated. See Note P for further
information.

Landfills: Effective January 1, 2003, the company adopted SNASL43,Accounting for Asset Retirement Obligatignehich requires that an
obligation associated with the retirement of a thlegong-lived asset be recognized as a liabilibyen incurred. Subsequent to initial
measurement, an entity recognizes changes in tberarof the liability resulting from the passagdiofe and revisions to either the timing or
amount of estimated cash flows. The adoption af stendard resulted in a cumulative adjustmentiohiflion during the year ended Decem
31, 2003.

Derivatives:The company utilizes well-defined financial contsin the normal course of its operations as a mi&amanage some of its
interest rate and foreign exchange risks. For thiosged number of contracts that are consideraivdéve instruments, the company has
formally designated each as a hedge of specifiorsiddefined risks. See Note H for further infortioa.

Revenue recognitiorThe company recognizes revenues at the point wtieramd the risk of ownership passes to the custo®ubstantially

all of the company’s revenues are generated thrpugdhuct sales and shipping terms generally indiedten title and the risk of ownership
have passed. Revenue is recognized at shipmesalies where shipping terms are FOB (free on badnigping point. For sales where shipg
terms are FOB destination, revenue is recognizezhwihe goods are received by the customer. The @oynprovides allowances for estimated
returns and other customer credits such as dissprettirns and volume rebates, when the revermeedgnized, based on historical experie
current trends and any notification of pending mesu

Research and developmelncluded in cost of sales and selling, generalashdinistrative expense are expenditures for rebesard
development of $71 million and $80 million for thears ended December 31, 2003 and 2002, respgctBremillion for the two-month
transition period ended December 31, 2001, andn$ifion in the fiscal year ended October 31, 20@hjch were expensed as incurred.

Income taxesDeferred income taxes are recorded for tempordfgrdinces between financial statement carrying arsoand the tax basis of
assets and liabilities. Deferred tax assets abditias reflect the enacted tax rates in effecttfee years the differences are expected to reverse
The company evaluates the need for a deferredstset aaluation allowance by assessing whethenibi® likely than not that it will realize its
deferred tax assets in the future and recordditiabifor uncertain tax matters based on its assest of the likelihood of sustaining certain tax
positions.

Stock optionsThe company measures compensation cost for stdakngpssued to employees and directors usingrthimsic value-based
method of accounting in accordance with Accounimigiciples Board Opinion (APB) No. 2B¢ccounting for Stock Issued to Employe&he
company applies APB Opinion No. 25, as amendedc@ounting for its plans. The company adopted tbaabure requirements of SFAS No.
148, Accounting for Stock-Based Compensation — Tramséind Disclosurelf compensation cost for the company’s stock ogibad been
determined based on the fair value method of SFASI18¥3,Accounting for Stock-Based Compensattbe,company’s net income (loss) and
net income (loss) per share would have been redocde pro forma amounts as follows:
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Two-month
transition Fiscal yeai
period endec
ended
Years ended December 3: October 31
December 31
In millions, except per share dal 2003 2002 2001 2001
Restatec Restatec
Net income (loss- as reportel $ 18 $ (399 $ (22 $ 88
Deduct: Total stoc-based employee compensation expense determined fairdelue-
based method for all awards, net of related tasce 5 2 6 6
Pro forma net income (los $ 13 $ (400) $ (28) $ 82
Net income (loss) per she- basic and dilute
As reportec $ 0.0¢ $(2.07) $ (0.2)) $ 0.87
Pro forma 0.0¢ (2.0¢) (0.29) 0.81

Income (loss) per sharBasic net income (loss) per share for all the gisrioresented has been calculated using the weighiezedge shares
outstanding. In computing diluted net income (Ige=) share, incremental shares issuable upon swenasl exercise of stock options and other
stock-based compensation awards have been adtles weeighted average shares outstanding. For s yaded December 31, 2002 and the
two-month transition period ended December 31, 2@0Xktock option were excluded as their effectaild have been antidilutive. For the year
ended December 31, 2003 and the fiscal year endeab€&r 31, 2001, 15.8 million and 5.3 million opts respectively, were excluded from
calculation of weighted average shares, as themseeprice per share was greater than the averagenvalue, resulting in an antidilutive
effect on diluted earnings per share. Comparableuais for the years ended December 31, 2002 ansivthrenonth transition period ended
December 31, 2001, were 15.5 million and 5.8 millieespectively.

Related party transactior: The company has certain related party transaxfiothe ordinary course of business that are iifsogint and the
terms of which are no more or less favorable toctrapany than the terms of any other arms-lengtistiction.

ReclassificationCertain prior periods’ amounts have been reclassid conform with the current presentation.

Other recently adopted accounting standards

Effective January 1, 2003, the company adopted SRASL46,Accounting for Costs Associated with Exit or Disgldsctivities.SFAS No. 14
requires that a liability for costs associated veithexit or disposal activity be recognized and suead initially at fair value only when the
liability is incurred. The adoption of SFAS No. 1di@l not have a material impact on the consolidéitezhcial statements.

In November 2002, the FASB issued InterpretatidNYMo. 45,Guarantor’s Accounting and Disclosure Requiremdot<suarantees
Including Indirect Guarantees of Indebtedness dfe@¥. FIN No. 45 elaborates on the disclosures to baentyy a guarantor in its interim and
annual financial statements about its obligatiomdeu certain guarantees that it has issued. Itcdsidies that a guarantor is required to
recognize, at the inception of a guarantee, aliiglior the fair value of the obligation undertakin issuing the guarantee. The disclosure
requirements in this interpretation were effecfimelast year’s financial statements and the ihitiasurement provisions of the interpretation
were applicable on a prospective basis for guaearnissued or modified beginning on January 1, 208&. statement did not have a material
impact on the consolidated financial statementh®fcompany.
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In April 2003, the FASB issued SFAS No. 148nendment of Statement 133 on Derivative Instrusremd Hedging Activitie§.he statement
amends and clarifies accounting for derivativerinsients, including certain derivative instrumentgedded in other contracts, and for
hedging activities under SFAS No. 133. This stateeeffective for contracts entered into or midifafter September 30, 2003, and for
hedging relationships designated after Septembe2®IB. The adoption of this statement did not feasegnificant impact on the company’s
consolidated financial statements.

In May 2003, the FASB issued SFAS No. 1B08¢counting for Certain Financial Instruments with&acteristics of both Liabilities and Equi
This statement establishes standards for how aerigtassifies and measures certain financialinsénts with characteristics of both liabilities
and equity. It requires that an issuer classifinarfcial instrument that is within its scope aghility (or an asset in some circumstances). This
statement was effective for financial instrumemtteeed into or modified after May 31, 2003, andeotfise was effective at the beginning of
the first interim period beginning after June 1802, except for the deferral for selected provisias issued in FSP 150-3. The adoption of this
statement did not have a significant impact oncttrapany’s consolidated financial statements.

In December 2003, the FASB issued SFAS No. 13329eev2003)Employers’ Disclosures about Pensions and Othetriébeement Benefits
This statement revises the disclosures requiregdosion plans and other postretirement benefitgpl@he company adopted this revised
statement effective December 31, 2003. See Notetlhet consolidated financial statements for thésezl/disclosures.

In January 2003, the FASB issued FIN No. 46 (rel/Becember 2003 onsolidation of Variable Interest Entiti€Bhis interpretation requires
consolidation by business enterprises of certairalbke interest entities (entities in which equiityestors do not have the characteristics of a
controlling financial interest or do not have sci#nt equity at risk for the entity to finance dstivities without additional subordinated
support). The interpretation applies to variabteriest entities created after January 31, 2003{@mdriable interest entities in which an
enterprise obtains an interest after that date.cbingpany adopted FIN No. 46 in the fourth quarfe2@®3 and it did not have a material impact
on the company'’s consolidated financial statements.

In December 2003, the Securities and Exchange Cegioni issued Staff Accounting Bulletin (SAB) No41Revenue Recognition, corrected
copy.This bulletin revises or rescinds portions of thevipus interpretative guidance included in Togcd order to make this interpretive
guidance consistent with current authoritative aoting and auditing guidance related to revenuegeition. The adoption of SAB No. 104
did not have a material impact on the company’sobdated financial statements.

A. Restatement of Previously Issued Financial Stateents

The company has restated its consolidated finastaédéments as of and for the period ended Dece®Ih&003 and 2002. The restaterr
reflects corrections in accounting related to defétax liabilities, certain inter-company trangas and an investment in one of the company’
consolidated subsidiaries. In this restatementctimepany has adjusted 2003 results from a neolio$6§ million to net income of $18 million,

or 9 cents per share, and has adjusted 2002 résutisa net loss of $389 million to a net loss 898 million, or $2.07 per share. Conforming
changes have also been made in the consolidateddeasheets and statements of cash flows and aaoging notes to consolidated financial
statements.

The deferred tax adjustments affected by the ms@nt of 2003 and 2002 results reflect 1) the ctie of the opening deferred tax balance at
the time of the merger between Westvaco and Mdatirg to Mead’s temporary
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tax differences, 2) the correction of an overstatenof deferred taxes related to property, pladteguipment, and 3) the correction of an
adjustment recorded in the fourth quarter of 2@8&ting to the reconciliation of the 2002 income taturn to the income tax provision
recorded in the statement of operations. The adpust related to the time of the merger pertairdifferences existing as of the date of the
merger which affects the MeadWestvaco purchaseuatiog and the correction resulted in a reductmgdodwill. In the restatement, an
adjustment of $20 million has been made in 2002tluce merger goodwill from $517 million to $497lran, with a corresponding reduction
of deferred tax liabilities. For 2002, the defertax liability related to property, plant and equignt was understated by $1 million, requiring a
restatement adjustment to increase deferred taiiti@s and reduce the income tax benefit. For208statement adjustments totaling $21
million have been made to reduce deferred taxliias for an overstatement of the deferred takiliges associated with property, plant and
equipment. A corresponding $21 million increaséhtincome tax benefit for 2003 has been recomdéldd restatement.

The restatement for intercompany transactions hasdsult of certain misclassifications and foreigrrency translation errors relating to
intercompany dividends that were declared by ontb@tompany’s foreign subsidiaries from 1996 thloa003. In addition, the company
failed to eliminate certain intercompany expensemf1999 through 2003 relating to one of the comgfsabusiness units. For the two-month
transition period ended December 31, 2001 andiskalfyear ended October 31, 2001, which have eeh lvestated, there was an insignificant
effect on earnings that would not have changeddperted earnings per share for those periodsrdstatement adjustments affected cost of
sales and other (income) expense, net, in the 8082002 consolidated statements of operationsitidddlly, the corrections affected the
2003 and 2002 consolidated balance sheets witlstmaunts in other assets, accounts payable, othgstéym liabilities, deferred tax liabilities
and accumulated other comprehensive loss (refgetinadjustment to cumulative translation adjustindimese adjustments affected the
results of Corporate and other while the businegments were unaffected. For these restatemerd,itben company reduced the previously
reported loss for 2003 by $2 million after taxes$0.01 per share. The 2002 impact was not sigrific

The restatement for the accounting for an investrimeone of the company’s consolidated subsidianias the result of an error regarding the
company'’s accounting for shares issued and a cetditare put in connection with its acquisition &6 interest in the consolidated
investment. The related share put gave the sékeright to put the shares back to the companyfiaed price per share at any time after May
16, 2003 but prior to May 16, 2012. The value assibto the shares and related share put, whick8srillion, has been restated to decrease
shareholders’ equity and increase other long-tdshigations. The restatement also corrected the emyip accounting for an option in the
agreement which gave the seller the right to putdtmaining 10% minority interest to the compang fiked price of approximately $11 milli
in cash or company stock at the seller’'s optiore agreement also contained an option whereby timpaoy may acquire from the seller all or
part of its remaining shares in exchange for apprately $11 million in cash or company stock. e tlestatement, the company has recorc
$7 million goodwill impairment charge, which hasheeflected as a cumulative effect of a changee@ounting principle in the accompany
consolidated statements of operations to adjughfsritem.

In addition to the above restatement adjustmelnéscompany concluded that it was appropriate togaahe classification of its auction rate
bond and note investments. Such amounts, which marsignificant, are now reflected as shtertm investments and were previously inclu
in cash and cash equivalents. The company haerkitssbalance sheets and statements of cash fitwwlsis item.
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The previously reported and restated financiabstent items affected by the restatement are amafsil
Restated Consolidated Statements of Operations Ites

Years ended December 3

2003 2003 2002 2002
In millions, except per share dal
As As
Previously Previously
As As
Reported Restatec Reported Restatec
Cost of sale: $ 6,557 $6,55¢ $ 6,201 $6,19¢
Interest expens 291 29z 30¢ 31C
Other expense (income), r (131 (134) (109) (104)
Income (loss) from continuing operations beforeome taxe: (29) (26) (15) (16)
Income tax provision (benefi (27) (48) 12 (11
Income (loss) from continuing operatic 2 22 3) (5)
Cumulative effect of accounting chan 4 4 (352) (359
Net income (loss (6) 18 (389) (39§
Income (loss) per shar¢
Income (loss) from continuing operatic $ (0.0)) $ o011 $ (0.0)) $(0.09
Cumulative effect of accounting chan (0.02) (0.02) (1.89) (1.87)
Net income (loss $ (0.0 $ 0.0¢ $ (2.02) $(2.09)
Restated Consolidated Balance Sheets Items
In millions 2003 2003 2002 2002
As As
Previously Previously
As As
Reported Restatec Reported Restatec
ASSETS
Cash and cash equivalel $ 22t $ 21t $ 372 $ 37z
Shor-term investment — 10 — —
Goodwill 77C 75C 742 723
Other asset 89¢ 901 943 94¢€
LIABILITIES
Accounts payable and accrued expel $ 1,232 $1,2475 $ 1,257 $1,27¢
Other lon¢-term obligations 571 632 532 594
Deferred income taxe 1,67¢ 1,64( 1,70¢ 1,68
SHAREHOLDERY EQUITY
Additional paic-in capital 3,92¢ 3,87( 3,90¢ 3,851
Retained earning 914 92¢ 1,10¢ 1,09t
Accumulated other comprehensive i (76) (88) (183 (195)
Shareholde€ s equity 4,76¢ 4,71% 4,831 4,75%
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B. Current assets

Cash equivalents of $71 million and $287 milliorDetcember 31, 2003 and 2002, respectively, areedadi cost, which approximates market
value. The company has short-term investments @frfillion at December 31, 2003, which are also &dlat cost, which approximates market
value. Total purchases and sales of these shontitetrestments are shown separately in the statenoéicash flows. Trade receivables have
been reduced by an allowance for doubtful accooi$21 million and $18 million at December 31, 26081 2002, respectively. Receivables
also include $93 million and $101 million from soes other than trade at December 31, 2003 and 28§ ctively. Inventories at December
31, 2003 and 2002, are comprised of:

December 31
In millions
2003 2002
Raw materials $ 227 $ 15¢
Production materials, stores and supg 15C 18¢
Finished and i-process good 721 661

$1,09¢  $1,00:

Approximately 75% and 74% of inventories at Decengide 2003 and 2002, are valued using the LIFO otetH inventories had been valued
at current cost, they would have been $1,209 miléind $1,130 million at December 31, 2003 and 2002.
C. Property, plant, equipment and forestlands

Depreciation and depletion expense was $639 mjl601 million, $55 million and $320 million forehyears ended December 31, 2003
2002, the two-month transition period ended DecerBthe2001, and the fiscal year ended October 8] 2respectively.

December 31
In millions
2003 2002

Land and land improvemer $ 41¢ $ 418
Buildings 1,192 1,18(C
Machinery and othe 8,84¢ 8,72
10,45¢ 10,31¢
Less: accumulated depreciati (4,139 (3,706)
6,32F 6,61(
Forestland: 86¢ 1,03¢
Construction in progres 184 18€

$ 7,37¢ $ 7,83¢

D. Goodwill and other intangible assets

In connection with the transitional impairment tepbn the adoption of SFAS No. 1:Goodwill and Other Intangible Asse, the compan
recorded an impairment charge of $359 million, whia@s reflected as a cumulative effect of a chamgecounting principle in the
accompanying Consolidated Statements of Operatéifestive as of the beginning of 2002. The reaglimpairment charge was the same
before and after taxes, as the related goodwilhotihe deducted for tax purposes. The charge wasndi@ed by calculating the estimated fair
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value using a discounted cash-flow methodology. ifiEairment charge related to various consumer ggiok) businesses acquired during
2000 and 2001, before the onset of the current eeakomic environment, and reflects a more chaillgngconomic and business environn
than was expected when the businesses were acquired

Unless otherwise deemed necessary by changesimwstances, the company performs its annual imeaitmeview during the fourth quarter
of each year. No further impairment charges haes becessary since the initial charge upon thetamopf SFAS No. 142.

The changes in the carrying amount of goodwilltfer years ended December 31 are as follows:

2003 2002
In millions
Restatec Restatec
Beginning balanc $ 728 $ 561
Acquired goodwill* 13 502
Adjustmentg 14 19
Impairments’ — (359
Ending balanc $ 75C $ 728
1 In 2003, amount represents goodwill associated adtjuisition of essentially all of the assets oy Bainner, Inc. In 2002, amou

represents merg-related goodwill of $497 million and goodwill of $Billion related to a smaller acquisitic

2 Reflects the adoption of SFAS No. 143 for formerde-related landfills and contingencies related toaasiuncertain tax matters in 2(
related to the merger. In 2002, amount reflectseffects of the restatement of $7 million and teeassification of other intangible assets
of $12 million upon the adoption of SFAS No. 1

3 Reflects the impairment charge, upon the adoptf@FAS No. 142, related to packaging businessesitiin 2000 and 200.

The following table summarizes and reconciles neviine for the periods presented, adjusted to egcndortization expense recognized in
such periods related to goodwill that is no longeortized:

Years ended Fiscal yeai
December 31 Two-month
. transition period ended
In millions, except per share dat ended December 3 October 31
2003 2002 2001 2001
Restatec Restatec
Income (loss) from continuing operatic $ 22 $ (5 $ (22 $ 88
Add back: goodwill amortizatio — — 2 15
Adjusted income (loss) from continuing operatir 22 (5) (20 10c
Discontinued operatior — (34) — —
Cumulative effect of accounting chan 4 (359 — —
Adjusted net income (los $ 18 $ (39¢) $ (20) $ 10:
Basic and diluted earnings per shs
Income (loss) from continuing operatic $ 0.11 $(0.02) $ (0.2 $ 0.87
Add back: goodwill amortizatio — — 0.0z 0.1t
Adjusted income (loss) from continuing operati $ 0.11 $(0.02) $ (0.19) $ 1.0z
Discontinued operatior — (0.1¢) — —
Cumulative effect of accounting chan (0.02) (1.87) — —
Adjusted net income (los $ 0.0¢ $(2.07) $ (0.19) $ 1.0z
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The following table summarizes intangible assebjex to amortization included in other assets:

December 31, 200: December 31, 200:

Gro;s Accumulated Gro;s Accumulated
carrying amortization carrying amortization

In millions amount amount
Trademarks and trade narn $ 16¢€ $ 20 $ 168 $ 1C
Customer contracts and lis 144 25 12& 13
Patents 35 11 34 5
Other- primarily licensing right: 28 5 16 2

$ 37¢ $ 61 $ 33¢ $ 3C

The company recorded amortization expense of $8bmi$25 million, $2 million and $2 million fote years ended December 31, 2003 and
2002, the two-month transition period ended Decerthe2001, and the fiscal year ended October 81 2respectively, relating to intangible
assets subject to amortization.

Based on the current value of intangible assetgsutn amortization, the estimated amortizatiopanse for each of the succeeding five years
are as follows: 2004 - $35 million; 2005 - $34 ioifl; 2006 - $32 million; 2007 - $29 million; and@®- $24 million. As acquisitions and
dispositions occur in the future, these amounts waay.

E. Other assets

December 31
2003 2002

In millions

Restatec Restatec
Identifiable intangible: $ 314 $ 30¢
Cash surrender value of life insurat 211 18¢
Capitalized softwar 78 95
Investment in investee 81 92
Equipment leased to custom: 85 62
Investment in convertible debentures (includingearbedded derivative — 49
Other miscellaneot 13z 152

$ 901 $ 94¢€

The convertible debentures were classified as abiaifor-sale securities and were carried at faine at December 31, 2002, with unrealized
gains or losses, net of tax, reported in other gefmmnsive income (loss). The fair value of the gées was based on a valuation. The
securities were convertible to common shares ofstheer at any time, redeemable by the issuer bagjrin November 2002 and maturing in
November 2006. In addition, the debentures incluatedmbedded option which qualified as a derivativeer SFAS No. 13:Accounting for
Derivative Instruments and Hedging Activit, as amended. In the fourth quarter of 2003, tmepzmy sold its investment in the convertible
debentures. The sale resulted in a pretax gaib ofiffion. All amounts previously recognized in ettcomprehensive income (loss) were
reclassified into current earnings.

The company’s principal investees are the 5@ted Northwood Panelboard Company which operates hat manufactures oriented stre
board, a 30% interest in a limited partnership Whiperates the cogeneration facility located aRbmford, Maine, paper mill, and a 20%
interest in a smaller paper mill headquartered iacddhsin. These investments were part of Mead'estments prior to the merger date.
Therefore, the summarized operating data presdratiedv includes only periods subsequent to the nmefigee company also guarantees 50¢
certain of Northwood Panelboard’s outstanding d€be company believes that any exposure relatdtetguarantees is not significant.
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Summarized income statement data is as follows:

In millions

Net sales
Gross profil
Net income

Summarized balance sheet data is as follows:

In millions

Current assetl
Noncurrent asse
Current liabilities
Noncurrent liabilities

Equity

F. Accounts payable and accrued expenses

In millions

Accounts payable
Trade
Other

Accrued expense
Taxes, other than incon
Interest
Payroll and employee benefit co
Accrued rebates and allowanc
Environmental and litigatio
Restructuring
Accrued landfill obligation:
Other
Income taxes payab
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Years ended

December 31
2003 2002
$39C $34¢
66 7C
42 36

December 31

2003
$ 91
24¢€
(40)
(29

$26€

2002
$ 89
277
(46)
(19

$301

December 31

2003 2002
Restatec Restatec
$ 34t $ 32

35 42
46 48
73 9C
34z 35¢
15¢ 152
61 7C
27 45
33 12
115 11¢
12 17
$1,247 $1,27¢



Table of Contents

RESTATED NOTES TO FINANCIAL STATEMENTS
G. Long-term debt

December 31

In millions 2003 2002
Notes, rates from 2.75% to 8.40%, due 2-2012 $1,68¢ $1,401
Debentures, rates from 6.80% to 9.75%, due -2047 1,552 1,84¢
Sinking Fund Debentures, rates from 7.5% to 7.6836,200-2027 29¢ 59¢
Mediumr-term notes 12 12
Pollution Control Revenue Bonc

Rates from 5.85-9.6%, due 20(-2026 41 59

Floating rate, due 20-2033 40 28
Industrial Revenue Bond

Rates from 5.88-7.67%, due 201-2027 20¢ 20t

Floating rate, due 20-2014 56 61
Economic Development Bonds, 8.7¢ — 4
Other bank term loar 121 12t
Capital lease obligatior 15C 152
Notes payable and oth 76 10z

4,23¢ 4,59¢

Less: amounts due within one y:« (269) (363)

Long-term debi $3,96¢ $4,23:

Outstanding debt maturing in the next five yeaes(ar millions): 2004 - $269; 2005 - $335; 200619$2007 - $214 and 2008 - $26.

Capital lease obligations consist primarily of Isttial Development Revenue Bonds and Notes witavemage effective rate of 4.7%. All of
the Industrial Development Revenue Bonds are suipgpdy letters of credit. The interest rates onvilrgable-rate, tax-exempt bonds closely
follow the tax-exempt commercial paper rates.

In December 2003, MeadWestvaco negotiated a $5Mi@mibank credit agreement that expires in Decen@®®4. In December 2001, the
company negotiated a $500 million bank credit agweg that expires in December 2006. The $1 biliboredit facilities were unused as of
December 31, 2003. Borrowings under these agreansantbe unsecured domestic or Eurodollar notesitarades approximating prime or the
London Interbank Offered Rate (LIBOR) at the compsioption. There were no commercial paper borr@siat December 31, 2003 and
2002. The $1 billion revolving credit agreementatain a financial covenant limiting the percentaféotal debt to total capitalization
(including deferred taxes) to 55% as well as certdiner covenants with which the company is in clienpe.

The maximum amounts of combined commercial paptstanding during the years ended December 31, 2662002, was $752 million and
$853 million, compared to $75 million in the two-ntb transition period ended December 31, 2001 $38® million in the fiscal year ended
October 31, 2001. The average amount of commeuajaér outstanding during the years ended Decenih@083 and 2002, was $304 million
and $213 million, with an average interest raté.826 and 2.2%, respectively. The average amouobminercial paper outstanding during the
two-month transition ended December 31, 2001, hadiscal year ended October 31, 2001, was $15amilh each period. For the two-month
transition period ended December 31, 2001, andlfigear ended October 31, 2001, the average ititextes for these borrowings were 2.9%
and 6.05%, respectively.

On March 19, 2003, MeadWestvaco filed a registrasimtement with the Securities and Exchange Cosioni®n Form S-3, covering up to
$500 million in debt securities. On November 20020he company issued $175 million
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of 2.75% and $125 million of floating rate two-yewsates covered by this registration statementHemurpose of repayment of commercial
paper. The net proceeds from the sale of the mates used to repay short-term borrowings havingighted average interest rate, as of
November 20, 2003, of approximately 1.3%. The «term borrowings being repaid were incurred bydbmpany to finance the repayment of
long-term indebtedness and for working capital seed

During 2003, the company retired approximately $6#ilion of higher coupon debt incurring pretax oies of $26 million. In 2002, the
company also incurred pretax charges of $6 mill@retire higher coupon debt, with no such chaméke two-month transition period ended
December 31, 2001, and the fiscal year ended Oc8he2001.

At December 31, 2003, the book value of finanaiatiuments included in long-term debt was $4.2dmijland the fair value was estimated to
be $4.7 billion. The difference between book valnd market value is derived from the differenceMeen the period-end market interest rate
and the stated rate for the company’s fixed-ratgiterm debt. The company has estimated the fhiewa financial instruments based upon
guoted market prices for the same or similar issmem the current interest rates available tacttrapany for debt of similar terms and
maturities.

H. Financial instruments

The company uses various derivative financial ursgnts as part of an overall strategy to managesexp to market risks associated v
interest rate and foreign currency exchange ratgufhtions. The company does not hold or issuevakdre financial instruments for trading
purposes. The risk of loss to the company in tleneef nonperformance by any counterparty unddratve financial instrument agreements
is not considered significant by management. Algtothe derivative financial instruments exposedt@pany to market risk, fluctuations in
the value of the derivatives are mitigated by expeoffsetting fluctuations in the matched instrutse All derivative instruments are required
to be recorded on the consolidated balance sheetsass or liabilities, measured at fair valu¢hdf derivative is designated as a fair-value
hedge, the changes in the fair value of the devieaind of the hedged item attributable to the lkddisk are recognized in earnings. If the
derivative is designated as a cash-flow hedgeeffieetive portion of the change in the fair valdéhe derivative is recorded in other
comprehensive income (loss) and is recognizeddnntome statement when the hedged item affecitsngg: Ineffective portions of changes
in the fair value of cash-flow hedges and finangiatruments not designated as hedges are recagnizarnings.

Interest rate risk

The company utilizes interest-rate swap agreenterntsinage some of its interest-rate risk on itd dettruments including the reset of interest
rates on variable-rate debt. As part of an ovetaditegy to maintain an acceptable level of expotuinterest rate fluctuations, the company
has developed a targeted mix of fixed-rate anchbéeirate debt. To efficiently manage this mix, teenpany may utilize interest-rate swap
agreements. The company has interest-rate swajgsde=s] as fair-value hedges of certain fixed-baeowings. The maturity dates on these
swaps match the maturity dates of the underlyirig.dehe company also has an interest-rate swapawitbtional amount of $50 million,
designated as a cash-flow hedge. During the yemisceDecember 31, 2003 and 2002, the two-montkitram period ended December 31,
2001, and the fiscal year ended October 31, 20@linterest-rate swaps were an effective hedgetharkfore, required no charge to earnings
due to ineffectiveness under SFAS No. 133. Detailthe interest-rate swaps are included below:

December 31
In millions -_—
2003 2002
Notional amoun $92¢ $75C
Fair value 43 56
Carrying amoun 4 3
Net unrecognized ga 39 53
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Foreign currency risk

The company uses foreign currency forward contractsanage some of the foreign currency excharsggs dssociated with its international
operations. The company utilizes forward contrastich are short term in duration and receivesaysghe difference between the contracted
forward rate and the exchange rate at the settledate. The forward contracts, which are not desigohas hedging instruments under SFAS
No. 133, are used to hedge the impact of varighilitexchange rates on the comp’s cash flows. The company only utilized foreignremcy
forward contracts in 2003 and 2002. Informatiomted to the company’s foreign currency forward ragts is as follows:

December 31

In millions _—
2003 2002
Notional amoun $13z  $134
Fair value — 4)
Carrying amoun — 4)

The company also held convertible debentures fledsis available-fosale securities (see Note E). The debentures weetved as part of t
consideration for the sale of an equity investée @mbedded derivative was bifurcated from the wkelbe and was not designated as a hedge.
The convertible debenture was sold in the fourthrtgr of 2003. During 2002, the fair value of thegidative decreased approximately $1
million. This amount is recorded in other experisedme). The fair value of the option was recoritedther assets at December 31, 2002.

The net derivative loss included in other comprshanloss at December 31, 2003, which is expecdst treclassified to earnings within the
next 12 months associated with the interest ragb-flaw hedge is not significant.

I. Leasing activities and other commitments

The company leases a variety of assets for uge operations. Leases for administrative officesverting plants and storage facilities
generally contain options, which allow the comp#mgxtend lease terms for periods up to 25 yeats purchase the properties. Certain leases
provide for escalation of the lease payments aster@ance costs and taxes increase. Minimum reayahents under operating leases that t
noncancellable lease terms in excess of 12 momnithsiader capital leases are as follows:

Operating lease Capital lease:
In millions
2004 $ 67 $ 16
2005 48 18
2006 36 9
2007 26 7
2008 2C 7
Later years 3C 26C
Minimum lease paymen $ 227 317
Less: amounts representing intel (167)
Capital lease obligatior $ 15C
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Rental expense under operating leases was $11i8maihd $115 million for the years ended Decemlde2B803 and 2002, respectively, $9
million for the two-month transition period endegéd@mber 31, 2001, and $55 million for the fiscalryended October 31, 2001.

At December 31, 2003, commitments required to cetepturrently authorized capital projects were apipnately $44 million.

J. Shareholders’ equity
The value included in common stock at DecembefB@3 and 2002, reflects the outstanding sharesrafron stock at the $0.01 par value.

The company did not repurchase shares of compank during the years ended December 31, 2003 ad@. 20pon the merger, the 1987 and
1997 repurchase programs were terminated. Westlidawot repurchase shares of company stock duni@dgvwo-month transition period end:
December 31, 2001, and repurchased 60,000 ingbal fyear ended October 31, 2001, under a repiegragram authorized in 1997 by the
Board of Directors. The program was initiated tisfa issuances under the company’s stock optiangl There were no purchases in the
periods presented under the stock repurchase pnogughorized in 1987 by the Board of Directors. islburchased shares held in treasury
cancelled at the time of the merger.

At December 31, 2003, there were approximatelyrddllon preferred stock purchase rights outstandearh representing the right to
purchase 1/1000of a share of Series A Junior Participating Pref@i®tock for an exercise price of $150. PursuaatRights Agreement
approved by the comparsyBoard of Directors in 2002, in the event a persogroup were to acquire a 15% or greater positiche company
each right would become exercisable for 1/2@® a share of preferred stock which would entitbehiolder (other than the acquirer) to buy that
number of shares of common stock of MeadWestvadohyht the time of the 15% acquisition, had a ratwalue of two times the exercise
price of the rights. If, after the rights have bé&gggered, an acquiring company were to mergetleeravise combine with the company or
MeadWestvaco were to sell 50% or more of its assegmrning power, each right would entitle itsdesl(other than the acquirer) to buy that
number of shares of common stock of the acquirorggany which, at the time of such transaction, @ddve a market value of two times the
exercise price of the rights. The rights have rieatfon earnings per share until they become esatz. The rights expire in December 2012.
At December 31, 2003, there were authorized andadoba for issue 30 million shares of preferreccktgar value $0.01 per share, of which
million shares were designated as Series A Jursdidipating Preferred Stock and reserved for insaaupon exercise of the rights.

Dividends declared were $0.92 per share in eatheoyears ended December 31, 2003 and 2002, $6rZhpre during the two-month
transition period ended December 31, 2002, and3§8e8 share during the fiscal year ended Octobg?@01.
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The company’s 90% interest in one of its consoéidatubsidiaries, includes an obligation by the camypto buy back shares (share put) of
MeadWestvaco stock issued as part of the purchéass pt a fixed rate which approximates $57 millidhis obligation is recorded in other
long-term obligations. Also, the company guarantedided value of approximately $11 million to thenority interest holder of the remaining
10% interest in this consolidated investment, whscalso included in other long-term obligations.

K. Stock option plans

Officers and key employees have been granted stotins under various stc-based compensation plans, all of which have beproapd by
the shareholders. At December 31, 2003, MeadWestvad five stock option plans. There are 27 milbbiares reserved for the issuance u
the 1988 Stock Option and Stock Appreciation RigHes, the 1991 and 1996 Stock Option Plans, t8& Balaried Employee Stock Incentive
Plan, and the 1999 Salaried Employee Stock Incelen for the granting of stock options and sigjreciation rights to key employees.
Grants of stock options and other stock-based cosgi®n awards are approved by the Compensatiom@iter of the Board of Directors. At
December 31, 2003, the company had two stock oplems for the granting of up to approximately 308, stock options to outside directors.
The exercise price of all options equals the mapkiee of the company’s stock on the date of grdntder certain employee plans, stock
options may be granted with or without stock apiatian rights, with or without limited stock appration rights, which are exercisable upon
the occurrence of certain events related to chaimgesrporate control and are exercisable aftegréod of six months to three years and expire
not later than ten years from the date of grantelpkfor grants to employees of the company tteearployed in countries that do not allow
local employees to hold stock options of compad@siciled in other countries, no new grants focktappreciation rights were awarded in
periods presented. Restricted stock may be gramtdedr certain employee plans. During the year elxmber 31, 2003, no shares of
restricted stock were granted. During the year dridlecember 31, 2002, 10,000 shares of restrictedk stere granted at the market price of
company'’s stock on the date of grant. The shaesemorded as expense over the two-year vestingdoer

Options to purchase 1.3 million shares issued utide1996 Stock Option Plan are accompanied bgtafe that allows option holders who
exercise their stock options and hold the commameshthey received at exercise to receive an additstock option grant with an exercise
price at the then-current market price. Optionstgré with this feature are accounted for as a faxedrd.

A Restricted Stock Plan provides for the issuarfaestricted common shares to certain employees@didectors who are not officers or
employees of the company. Restricted stock, if &syed to directors is expensed when awarded r@tae any annual grants to directors,
restricted stock is issued from the plan as paymedéer the company’s incentive compensation plée. ificentive compensation under this
plan is expensed, as earned, and paid annuallyaniimbination of cash and restricted stock. Thabuer of restricted shares awarded to
individual participants is based upon the portibthe incentive compensation liability payable @stricted stock divided by the company’s
stock price at the date of grant. During 2003,e¢heere no common shares issued and outstanding tinsi@lan.

In connection with the merger with Mead, the compassumed all outstanding options granted undeid\d&zck option plans for employees
and directors. Each such option to purchase one stidead common stock outstanding at the mergtr blecame fully vested (in accordance
with the applicable Mead stock option agreememsd)l@ecame an option, on the same terms and camglitio purchase one share of
MeadWestvaco common stock. A total of 9.9 millioe&d stock options were outstanding at the merger tecluded in the total purchase
price of the transaction is $77 million, represegtihe estimated fair value of the 9.9 million Megdions based on assumptions as of the date
of the announcement of the transaction using anbialooption pricing model.
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The historical amounts for Westvaco options outditagy granted, exercised and cancelled, along thigtrelated weighted average exercise
prices, have been adjusted to reflect the conversidWestvaco shares to MeadWestvaco shares. Tibeviiog table summarizes activity in the
plans:

Weighted averagt

Shares, in thousand Options exercise price
Outstanding at October 31, 20 6,022 $ 28.9¢
Granted 1,36¢ 28.7
Exercisec (284 24.1%
Cancellec (88) 27.4:
Outstanding at October 31, 20 7,01¢ 29.17
Granted 1,368 29.5¢
Exercisec (141 24.8¢
Cancellec 9 27.6¢
Outstanding at December 31, 2( 8,231 29.27
Granted 1,08 31.1¢
Mead options assume 9,88( 27.8i
Exercisec (1,24%) 26.3i
Cancellec (373 28.4¢
Outstanding at December 31, 2( 17,58( 28.8:
Granted 2,21¢ 23.9¢
Exercisec (943 22.1¢
Cancellec (61¢) 28.21
Outstanding at December 31, 2( 18,23t 28.6(

The following table shows various information abstdck options outstanding at December 31, 2003:

Range of exercise price

Shares, in thousand $18.9-$27.1¢ $27.2¢-$31.7( $32.9¢$41.1¢ Total

Number outstandin 5,58¢ 10,43t 2,21¢ 18,23t
Weighted average pric $ 249 $ 29.5¢ $ 33.51 $ 28.6(
Weighted average remaining life (in yee 5.5t 5.5¢ 4.1¢ 5.41
Number exercisabl 3,50( 9,80z 2,21¢ 15,51¢
Weighted average pric $ 25.4¢ $ 29.3¢ $ 33.51 $ 29.0¢

There were 2.4 million and 4.4 million shares aafalié for grant as of December 31, 2003 and 208perively. At December 31, 2003,
approximately 59,000 outstanding options had rdl&teited stock appreciation rights and approxima&9,000 stock appreciation rights were
outstanding. The company measures compensatiomsxpelated to the stock appreciation rights aeticeof each period. The amount by
which the quoted market value of the shares ottimepany’s stock covered by a grant exceeds theroptice specified under the plan is
charged to expense over the periods the employéerpes the related services. Changes in the quogattet value are reflected as an
adjustment of accrued compensation and compensatjmense in the periods in which the changes o€aurall periods presented, the
expenses related to stock appreciation rights wetenaterial. There were no exercises of stockexgation rights for the periods presented.
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The company applies APB Opinion No. Z2&counting for Stock Issued to Employeas amended, in accounting for its plans. Assuwnpgti
used to calculate the pro forma effects of opticants were the following (s€&e&ummary of Significant Accounting Policfes pro forma
disclosures):

Two-month
transition Fiscal year
period endec
ended
Years ended December 3: October 31
December 31
2003 2002 2001 2001
Weighted average fair value of options grantedrdpthe period using a binomi
option pricing mode $6.8¢ $10.11 $ 7.3C $ 7.0t
Weighted average assumptions used for gr:
Expected dividend yiel 3.8:% 2.9¢% 3.07% 3.15%
Expected volatility 36% 36% 25% 25%
Risk-free interest rat 3.21% 4.65% 4.71% 5.61%
Expected life of option (in year 6 6 7 6

L. Employee retirement, postretirement and postempdyment benefits
Retirement plans

MeadWestvaco provides retirement benefits for autiiglly all U.S. and certain n-U.S. employees under several noncontributory tegt

plans and also provides benefits to employees wiaisement benefits exceed maximum amounts perdhiiy current tax law under unfunc
benefit plans. Benefits are based on a final avepay formula for the salaried plans and a unielieformula for the bargained hourly plans.
Prior service costs are amortized on a straigletdiasis over the average remaining service peoioddtive employees. Contributions are made
to the funded plans in accordance with ERISA resjugnts.

In accordance with the provisions of SFAS No.B&ployers’ Accounting for Settlements and Curtaiite®f Defined Benefit Pension Plans
and for Termination Benefitsettlements, curtailments and termination benafitociated with merger-related and restructuritigiaes were
recorded. Net pension income reflects cumulativerfable investment returns on plan assets. The oonamis of net pension income for each

of the periods presented are as follows:

Two-month Fiscal year
trandsitiog ended
perioa enaec
Years ended October 31
December 31 December 3:
In millions 2003 2002 2001 2001
Service cos-benefits earned during the peri $ 71 $ 65 $ 6 $ 33
Interest cost on projected benefit obligat 15€ 14¢€ 15 79
Expected return on plan ass (303) (31%) (40) (217)
Amortization of net transition ass — 2 — (6)
Amortization of prior service co: 11 1C 1 7
Amortization of net gail 5) (28) (5) (32)
Pension income before settlements and curtailrr (70 (129 (23) (13%)
Settlement: 1 2 — —
Curtailments 5 (8) — —
Net pension incom $ (64) $(130) $ (23 $ (13§
Minimum pension liability (before taxe 1 $ 7 $ — $ 5
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Postretirement benefits

MeadWestvaco provides life insurance for substiytdl retirees and medical benefits to certaitire®s in the form of cost subsidies until
Medicare eligibility is reached and to certain othetirees, medical benefits up to a maximum lifetiamount. The company funds certain
medical benefits on a current basis with retiresasng a portion of the costs. Certain retired emppés of businesses acquired by the company
are covered under other medical plans that diffenfcurrent plans in coverage, deductibles andeetontributions. Effective January 1, 2(
MeadWestvaco modified certain postretirement healt benefits to be provided to future retirees ifimpact of these changes will reduce the
postretirement benefit obligation by about $68 imillwhich will be amortized over the remaining Ig&the eligible employees. Combined w
other demographic changes in the plan, the pastne¢int expense is not expected to change signifyjcarhe components of net postretirem
benefits cost for each of the periods presentedsifellows:

Two-month
transition Fiscal year
period endec
ended
Years ended December 3: October 31
December 31
In millions 2003 2002 2001 2001
Service cos-benefits earned during the peri $ 9 $ 8 $ 1 $ 1
Interest cos 15 12 1 1
Expected return on plan ass Q) Q) — —
Net amortizatior 1 (@) Q Q
Termination benefit 1 2 — —
Net postretirement benefits cc $25 $20 $ 1 $ 1
L | L | I

On December 8, 2003, President Bush signed intaHawedicare Prescription Drug, Improvement andidfaization Act of 2003. The Act
expands Medicare primarily by adding a prescriptioing benefit for Medicare-eligible individuals lieging in 2006. Pursuant to guidance
provided in FASB Staff Position SFAS No. 106-1, toenpany has chosen to defer recognition of the a@ud, accordingly, postretirement
benefit obligations and net periodic postretirentmmefit cost do not reflect any potential impdcthe legislation. The company believes that
the impact of the legislation will not be matetialthe results of operations or financial positidrthe company.

The changes in consolidated benefit obligatiorsn pissets and funded status for the defined bemafipostretirement benefit plans are shown
below. The net prepaid pension cost is includeattier assets, except for an obligation of $88 anillior the unfunded benefit plans and plans
with accumulated benefit obligations in excesslahmssets, which is recorded as a long-term ifgbithe following table also sets forth the
funded status of the plans and amounts recognizdteiConsolidated Balance Sheets at Decembel08B,&nd 2002, based on a measurement
date of December 31 for each period.
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Obligations, assets and funded status

In millions

Change in benefit obligatiol
Benefit obligation at beginning of perit
Service cos
Interest cos
Actuarial loss
Plan amendmen
Foreign currency exchange rate char
Employee contribution
Acquisitions
Termination benefit cos
Benefits paid (including termination benefi
Curtailment (gain) los

Benefit obligation at end of ye

Change in plan asse
Fair value of plan assets at beginning of pe
Actual return on plan asse
Company contribution
Acquisitions
Foreign currency exchange rate char
Employee contribution
Benefits paid (including termination benefi

Fair value of plan assets at end of y

Funded status of the plar
Unrecognized net actuarial lo
Unamortized prior service cost (bene

Net pension asset (liabilit

Amounts recognized in the balance sheet consi
Prepaid pension ass
Accrued benefit liability
Intangible assel
Accumulated other comprehensive inco

Total net pension asset (liabilit

Retirement benefits

Postretirement benefits

Years ended December 31

Years ended December 31

2003 2002 2003 2002
$ 2441 $ 1400 $ 22¢ $ 21
71 65 9 8

15€ 14€ 15 12

44 121 40 37

3 16 (68) —

5 1 — —

1 1 _ _

— 911 — 16¢€

40 43 1 1
(215) (23€) (15) (14)
— (29 — 4)

$ 2546 $ 2441 $ 211 $ 22¢
$ 273  $ 2290 % 5 $ —
642 (287) 1 (1)

12 24 15 14

— 93¢ — 6

3 1 _ _

1 1 _ _
(215) (23€) (15) (14)

$ 317¢ $ 273 % 6 % 5
$ 63C $ 291 $ (205 $ (229
207 51C 68 30
102 111 (68) —
$ 94 $ 912 $ (205 $ (199
$ 1,01t $ 97 $ — $ —
(88) (76) (205) (194)

P 6 J— J—

13 12 — —
$ 94 $ 912 $ (205 $ (199

The accumulated benefit obligation for all defirhefit plans was $2,401 million and $2,231 millairDecember 31, 2003 and 2002,

respectively.
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For plans with accumulated benefit obligationsxness of plan assets, the projected benefit oldigahiccumulated benefit obligation and fair
value of plan assets were:

December 31

2003 2002

In millions

Projected benefit obligatic $11€  $13t
Accumulated benefit obligatic 104 125
Fair value of plan asse 35 54

Assumptions
The weighted average assumptions used to detethmérempany’s benefit obligations at December 31:

2003 2002
Retirement benefits
Discount rate 6.0(% 6.5(%
Expected return on plan ass 85(% 8.5(%
Rate of compensation incree 40(% 4.5(%
Postretirement benefit
Discount rate 6.0(% 6.5(%

The weighted average assumptions used to detemeingension income and postretirement benefitsfooshe years/periods presented:

Fiscal year
» ended
Two-month transition
Years ended period ended October 31
December 31 December 31
2003 2002 2001 2001
Retirement benefits
Discount rate 6.5(% 6.6%% 6.5(% 6.5(%
Expected return on plan ass 8.5(% 8.84% 8.7% 8.7%%
Rate of compensation incree 4.5(% 5.0¢% 5.0(% 5.0(%
Postretirement benefit
Discount rate 6.5(% 6.94% 6.5(% 6.5(%
Expected return on plan ass 8.0(% 8.0(% — —
Rate of compensation incree 4.5(% 5.0(% 5.0(% 5.0(%

MeadWestvaco's approach to developing capital ntargsumptions combines an analysis of historicdbp@ance, the drivers of investment
performance by asset class and current economitafnantals. For returns, the company utilizes admglblock approach starting with an
inflation expectation and adds an expected reatmeb arrive at a long-term nominal expected refor each asset class. Long-term expected
real returns are derived in the context of futuqeeetations for the U.S. Treasury real yield cuiMee company derives return assumptions for
all other equity and fixed income asset classesténging with either the U.S. Equity or U.S. Fidedome return assumption and adding a risk
premium which reflects any additional risk inhergnthe asset class.
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The annual rate of increase in healthcare costasssmed to be 14% and 15% at December 31, 2003082 respectively, declining 1% per
year until reaching 6% in 2011 and thereafter. @ffiect of a 1% increase in the assumed healthamtetiend rate would increase the Decer
31, 2003 accumulated postretirement benefit obbgdty $14 million and the total service and ing¢reost for 2003 by $2 million. The effect
of a 1% decrease in the assumed healthcare codtriee would decrease the December 31, 2003, adated postretirement benefit
obligation by $10 million and the total service antérest cost for 2003 by $2 million.

The company also has defined contribution plansdbeer substantially all U.S. and certain non-Uh&ed employees. Expense for company
matching contributions under these plans was appately $41 million and $31 million for the yeansded December 31, 2003 and 2002,
respectively, $4 million for the two-month transitiperiod ended December 31, 2001, and $21 milfidiscal year ended October 31, 2001.

Retirement plan assets

The MeadWestvaco retirement plan asset allocati@eaember 31, 2003 and 2002, target allocatior2®®4, and expected long-term rate of
return by asset category are as follows:

al?—ci'gt(ie;n Weighted average expecte
Percentage of plan assets :
December 31 long-term rate of return
2004 2003 2002 2003

Asset category:

Equity securitie: 66% 7% 76% 8.71%
Debt securitie: 21% 17% 19% 5.7&%
Real estat 8% 2% 2% 6.9(%
Other 5% 2% 3% 9.4(%
Total 10C% 10C% 10C%

The MeadWestvaco Master Retirement Trust maintwell-diversified investment program through btta long-term allocation of trust

fund assets among asset classes and the selettimestment managers whose various styles areafuedtally complementary to one another
and serve to achieve satisfactory rates of refctive management of assets is used in asset slassestrategies where there is the potent
add value over a benchmark. The long-term trust fasset allocation policy emphasizes the use oéduéty class of securities that are
expected to provide the long-term growth necestsacpver the growth of the plans’ obligations. Twicy may also allocate funds to other
asset classes that serve to enhance long-termadjsisted return expectations. Investment risk iasaeed and monitored on an ongoing basis
through annual liability measurements, periodietBability studies, and quarterly investment [falio reviews. A portion of the overall fund
will remain in short-term fixed income investmeirtorder to meet the ongoing operating cash remergs of the plans.

At December 31, 2003 and 2002, equity securitielded $72 million and $60 million of company stpoéspectively, representing
approximately 2% of total plan assets.

Cash flows

Contributions:

The company does not anticipate any required darttdns to the U.S. retirement plans in the forabeefuture as the plans are not subje:
any minimum regulatory funding requirements.
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The company expects to pay $24 million in benedtparticipants of the nonqualified pension andgiisement plans in 2004.

Estimated Future Benefit Paymer

Retirement Postretirement
In millions benefits benefits
2004 $ 15C $ 16
2005 154 18
2006 15€ 2C
2007 17z 21
2008 181 23
2009- 2013 1,00t 12¢

Postemployment benefits

MeadWestvaco provides limited postemployment bénédi former or inactive employees, including shertn and long-term disability,
workers’ compensation and severance.

M. Restructuring and other merger-related expenses
Year ended December 31, 20C

For the year ended December 31, 2003, MeadWesteacoded total pretax charges of $68 million f@edsvritedowns, facility closures and
employee separation costs, of which $47 million &2l million were recorded within cost of sales artling, general and administrative
expenses, respectively. Of these amounts, $12omidind $3 million were recorded within cost of seded selling, general and administrative
expenses, respectively, in the fourth quarter @320

Although these charges related to individual segmeanich amounts are reflected in Corporate aret édih segment reporting purposes.
The following table and discussion present add#tiatetail of the 2003 charges by business segment:

Asset Inventory

writedowns Employee writedowns Other Total
In millions costs costs
Packaging $ 13 $ 19 % 2 $ 3 $37
Papet — 12 — — 12
Consumer and Office Produc — 1 — — 1
Corporate and othe 2 21 — — 23

$ 15 $ 53 % 2 $ 3 %73

Gain on sale of previously writt-down facilities $ 5 $ — $ — $— $ (5)

Packaging:During the year, the company wrote down to netizable value a sawmill and related assets thatdhgany is marketing for sa
The company also recorded employee separation ab$zmillion related to approximately 150 emplegeassociated with the sawmill.
Primarily all of these employees have separatet fite company as of December 31, 2003. Total cedgehese actions were approximately
$11 million through December 31, 2003.
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Also, during the year, the company took actionstteamline its packaging operations through thangd shutdown of packaging converting
plants in Richmond, Virginia; Cleveland, Tennesse® Newark, Delaware. Approximately 525 employwere affected by the closures and
had separated from the company as of Decembel0BB, The total costs associated with the closuerge @pproximately $17 million.

Additionally, $2 million of asset writedowns and &ifllion of employee separation costs covering &30 employees were incurred during
the year as a result of various other restructuaictiyities. Approximately one-half of the emplogedfected by these activities have separated
from the company as of December 31, 2003, andetimaiining are expected to separate in 2004.

Paper: As part of the company’s planned integration sgatend various restructuring activities, the Pagggment had charges of $12 million
for the separation benefits of approximately 16@leyees. As of December 31, 2003, many of the tdteemployees had been separated. The
remaining separations are expected to occur bgrldeof the first half of 2004. In addition, in 200® company sold a previously writteiown
facility. As a result of the sale of that facilithhe company recorded a gain of $2 million.

Consumer and Office ProductSuring 2003, the company sold a previously writtenwn facility, resulting in a gain of $3 millioncerded by
the company.

Corporate and otherAs part of the continued review of the businessebkvarious restructuring activities, including tie@rganization of
overlapping corporate functions and other businests, the company recorded charges that inclu@ddndillion of employee separation
benefits covering about 280 employees. Approxingat®lb of the employees have separated from the anynas of December 31, 2003, and
the remaining are expected to separate in 2004itidddlly, a corporate asset that was sold wasterritiown to its estimated fair value,
resulting in a charge of $2 million.

Year ended December 31, 2002

For the year ended December 31, 2002, MeadWesteaooded total pretax restructuring charges andratterger-related costs of $153
million. Approximately $75 million and $78 milliowere recorded within cost of sales and sellingegairand administrative expenses,
respectively. The charges were mainly attributablhe shutdown of a paper machine at the Westwaltén Luke, Maryland, closure of three
consumer and office products envelope plants,gabgnment of the consumer packaging operatiorsttaa reorganization of corporate and
other business units, principally information teslugies, finance, forestry, and purchasing andslicg. As of December 31, 2003, all of the
actions related to these charges were completéhanohlance of the accruals for employee and atheis were substantially utilized. Although
the charges were not recorded as part of segmsuitse$23 million related to the Packaging segm®sit million to the Paper segment, $14
million to the Consumer and Office Products segmamd $85 million to Corporate and other.

Fiscal year ended October 31, 2001

During the fiscal year ended October 31, 2001, West recorded total pretax restructuring chargegs@fmillion, including $55 million withi
cost of sales and $2 million within selling, gedenad administrative expenses. The charges wemeapity recorded in the fourth quarter and
were mainly attributable to the shutdown of a pap#rin Tyrone, Pennsylvania, and realignmenthaf tonsumer packaging operations. As of
December 31, 2002, all of the actions related és¢icharges were complete and the balance of thesds for employee and other costs were
utilized. Although the charges were not recordedas of segment results, $27 million related ® Backaging segment, $29 million to the
Paper segment, and $1 million to the Specialty Gtalssegment.
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Summary of all restructuring liabilities

The activity in the accrued restructuring liabiliiglances related to all of the plans describedelfar the period October 31, 2000, to

December 31, 2003, was as follows:

In millions

Balance of related accruals at October 31, 2
Add: current charge
Less: payment

Balance of related accruals at October 31, 2
Add: current charge
Less: payment

Balance of related accruals at December 31, :

Add: current charge
Less: payment

Balance of related accruals at December 31, .

Add: current charge
Less: payment

Balance of related accruals at December 31, :

N. Other expense (income), net

Components of other expense (income), net arellasvi

In millions

Gains on sales of forestlan

Interest incomt

Share of investee earnin

Loss on the extinguishment of d¢
Foreign currency transaction (gains) los

Gain on the sale of investment in convertible déner

Gain on insurance recove
Other, ne

Employee
Other
costs costs Total
$ — $— $ —
9 5 14
2 — 2
7 5 12
3 3 6
4 2 6
36 4 40
18 3 21
22 3 25
53 3 56
54 3 57
$ 21 $ 3 $ 24
Two-month Fiscal yeal
trandsitiog ended
period endec
Years ended October 31
December 31 December 3.
2003 2002 2001 2001
Restatec Restatec
$ (10€) $ (105) I — $ (35
(12) (12) 1 11
(21) (11) — —
26 6 — —
(1) 14 — 1
(5) — — -
(12) — — —
©) 4 4 ©)
$ (139 $ (104 $ 3 $ (49

The company completed the sale of 742,000 acr&gedtlands generating pretax gains of $106 million
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compared to pretax gains of $105 million on the sAil186,000 acres of forestlands in 2002. In 28@3 company also sold its investment in a
convertible debenture for a gain of $5 million ardorded an insurance recovery settlement gaid®fillion related to the reimbursement of
certain past defense costs incurred by the company.

O. Income taxes

Income (loss) from continuing operations beforeime taxes is comprised of the following:

Two-month
transition Fiscal yeai
period endec
ended
vears ended December 3: October 31
December 31
In millions 2003 2002 2001 2001
Restatec Restatec
U.S. domestic income (los $ (15]) $ (107) $ (52 $ 51
Foreign income 12t 85 13 67

$ (26) $ (16 $ (39 $  11¢

The significant components of the income tax priovigbenefit) are as follows:

Two-month
transition Fiscal yeal
period endec
ended

vears ended December 3: October 31
December 31
In millions 2003 2002 2001 2001
Restatec Restatec
Currently payable
U.S. federa $ — $ — $ (12) $ (21
State and loce — — 2 ()]
Foreign 12 17 1 12
12 17 (12) (13
Deferred:
U.S. federa (78) (33 5) 33
State and loce 9) (8) — 5
Foreign 27 9 — 5
Provision for deferred income tax (60) (50) (5) 43
(48) (33 a7 30
Allocation to discontinued operatio — 22 — —
Income tax provision (benefit) $ (48 $ (1) $ 7 $ 30

1 Related to continuing operatior
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The following table summarizes the major differebetween the actual income tax provision (benafit)butable to continuing operations

and taxes computed at the U.S. federal statutdey ra

Two-month
transition Fiscal year
period endec
ended
Years ended December 3: October 31
December 31
In millions 2003 2002 2001 2001
Restatec Restatec
Income tax provision (benefit) computed at the WeBeral statutory rate of
35% $ (10) $ B $ (14) $ 41
State and local income taxes, net of federal be (10 (10 2 —
Foreign income tax rate different (10 (8) (©)] (11)
Goodwill — — 1 5
Permanent difference ()] — — —
Resolution of prior year tax matte (©)] 3 — 3)
Fixed asset deferred tax adjustm (22) 1 — —
Loss of foreign tax credits previously recorc — 3 — —
Valuation allowance 11 5 — —
Other D — 1 2
Income tax provision (benefit) $ (48 $ (1) $ 7 $ 30
Effective tax raté 184.6% 68.£% 43.€% 25.4%

1 Related to continuing operatior

The principal current and noncurrent deferred &sets and liabilities are as follows:

In millions

Deferred tax asset
Employee benefit
Postretirement benefit accrt
Other accruals and resen
Identifiable intangible:
Alternative minimum tax carryforwat
Net operating loss carryforwar
Other

Total deferred tax asse
Valuation allowanct

Net deferred tax asse

Deferred tax liabilities
Depreciatior
Nontaxable pension ass
State and local taxe

Other?
Total deferred tax liabilitie
Net deferred tax liabilit

Included in the balance shee
Current assel- deferred tax asse

December 31

2003 2002

Restated Restated

$ 11€ $ 95

72 63

7 74

34 15

132 12¢

29t 21E

77 84

738 671
(89) (72

644 59¢
(1,577 (1,642
(371) (347)
(152) (19€)
(107) (23)
(2,20%) (2,209
$(1,567  $(1,609)

$ 77 $ 78



Noncurrent net deferred tax liabiliti (1,640 (1,687%)

Net deferred tax liabilit $(1,569)  $(1,609

1 Includes all no-U.S. deferred tax liabilities
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The federal net operating loss carryforward is apipnately $508 million and is available to redueddral taxable income through 2023. At
December 31, 2003, the company had $132 millicsltefnative minimum tax credit carryforwards, whibt not expire under current law. T
company'’s valuation allowance against deferredatsets primarily relates to state tax net operédgisges for which the ultimate realization of
future benefits is uncertain.

At December 31, 2003 and 2002, no domestic incaxesthave been provided on the company’s shareditubuted net earnings of
overseas operations due to management’s inteptrteast such amounts indefinitely. Those earnint@ad $664 million and $423 million at
December 31, 2003 and 2002, including foreign cwaydranslation adjustments. Computation of theptial deferred tax liability associated
with these undistributed earnings is not practieabl

The company has operations in tax jurisdictiongatied in many areas of the world and is subjecuttan these jurisdictions. Tax audits by
their nature are often complex and can requirerséyears to resolve. While actual results could/vm management’s judgment the company
has adequate accruals with respect to the ultimatome of such audits. In connection with the ragrthe company reorganized its
international structure to more efficiently managernational cash flows and to provide internaklage across foreign operations.

Approximately $2 million of deferred income taxeasaprovided for components of other comprehensigeme (loss) during the year ended
December 31, 2002, and the fiscal year ended Oc8he001, and there were no such amounts reqtdrbd provided in the other periods
presented.

P. Environmental and legal matters

The company has been notified by the U.S. Envirartedd’rotection Agency (t*EPA”) or by various state or local governments that iy |
be liable under federal environmental laws or uragglicable state or local laws with respect todleanup of hazardous substances at sites
previously operated or used by Mead or Westvace.ctimpany is currently named as a potentially nesipte party (“PRP”) or has received
third-party requests for contribution under the ComprshenEnvironmental Response, Compensation andlltjabict (CERCLA) and simila
state or local laws with respect to numerous sitbsre are other sites which may contain contananatr which may be potential Superfund
sites, but for which MeadWestvaco has not receargdnotice or claim. The potential liability fol #hese sites will depend upon several
factors, including the extent of contamination, the
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method of remediation, insurance coverage and iboritvn by other PRPs. The company regularly evakids potential liability at these
various sites. MeadWestvaco has recorded liatslifeapproximately $33 million for estimated potahtleanup costs based upon its close
monitoring of ongoing activities and its past expece with these matters. Expenses to be chargiistbability are not included in the
anticipated capital expenditures previously stafde company believes that it is reasonably possi#t costs associated with these sites may
exceed amounts of recorded liabilities by an amthattcould range from an insignificant amountsarauch as $35 million. This estimate is
less certain than the estimate upon which the enmiental liabilities were based. After consultinghwegal counsel and after considering
established liabilities, it is management’s judgitbat the resolution of pending litigation and geedings is not expected to have a material
adverse effect on the company’s consolidated fii@ondition or liquidity. In any given period periods, however, it is possible such
proceedings or matters could have a material effiedhe results of operations.

As with numerous other large industrial companies,company has been named a defendant in aslvekited personal injury litigation.
Typically, these suits also name many other cotpatafendants. All of the claims against the corgpasolved to date have been concluded
before trial, either through dismissal or througttlement with payments to the plaintiff that act¢ material to the company. To date, the costs
resulting from the litigation, including settlemeardsts, have not been significant. There were aqpiattely 700 lawsuits at December 31, 2(
Management believes that the company has subdtaagmnification protection and insurance coverag#ject to applicable deductibles and
policy limits, with respect to asbestos claims. Tohepany has valid defenses to these claims aaddstto continue to defend them vigorot
Additionally, based on its historical experienceagbestos cases and an analysis of the currerst, taseompany believes that it has adequate
amounts accrued for potential settlements and jeadsnin asbestos-related litigation. The comparsydstablished litigation liabilities of
approximately $27 million, a significant portionwhich relates to asbestos. Should the volumeigition grow substantially, it is possible
that the company could incur significant costs kdag these cases. After consulting with legal cselrand after considering established
liabilities, it is management’s judgment that tkesaolution of pending litigation and proceedingeas expected to have a material adverse effect
on the company’s consolidated financial conditiotigquidity. In any given period or periods, howeyi is possible such proceedings or
matters could have a material effect on the resdltperations.

MeadWestvaco is involved in various other litigatend administrative proceedings arising in themadrcourse of business. Although the
ultimate outcome of such matters cannot be prediisith certainty, management does not believettteturrently expected outcome of any
matter, lawsuit or claim that is pending or threaw, or all of them combined, will have a matesiderse effect on the compasyonsolidate
financial condition or liquidity. In any given ped or periods, however, it is possible such proiregsdor matters could have a material effect
on the results of operations.

Q. MeadWestvaco merger

On January 29, 2002, Westvaco and Mead consumraateztger of equals to create MeadWestvaco, a gtmmapany with leading positions
in packaging, coated and specialty papers, consanteoffice products, and specialty chemicals. Mieeger was structured as a stock-for-
stock exchange and was accounted for as a purttaasaction under the accounting guidelines foirtmss combinations. Under the terms of
the transaction, Mead shareholders received one stidleadWestvaco stock for each share of Meatkdteld, and Westvaco shareholders
received 0.97 shares of MeadWestvaco stock for slaare of Westvaco stock held. Mead shareholdsesrateived a cash payment of $1.20
per share (paid by Mead). Westvaco and Mead detedrthat the relative outstanding share ownergiiiptiae designation of certain senior
management positions required Westvaco to be tipairdmg entity for accounting purposes with thetdiiical financial statements of Westvaco
becoming the historical financial statements of M&a&stvaco. The assets and liabilities of the aeguiusiness are included in the company’s
consolidated balance sheets. Results of Mead'satipes have been included in the consolidatedretatie of operations for approximately
eleven months in 2002, since the date of the mefder purchase price for the acquisition, includiragsaction costs, has been allocated to
assets acquired and liabilities assumed basedtiomagsd fair values at the date of acquisition anch allocation was completed in 2002. The

F-35



Table of Contents

RESTATED NOTES TO FINANCIAL STATEMENTS

stock-for-stock exchange resulted in the issuafiepproximately 99.2 million shares of common stézkund the value of the merger of $3.1
billion. The merger resulted in $497 million of giwaill with $70 million allocated to the Packaginggsnent, $236 million allocated to the
Paper segment, $183 million allocated to the Comrsiand Office Products segment and $8 million alfled to the Specialty Chemicals
segment. In 2003, these amounts have been adfastebarges to merger goodwill.

MeadWestvaco established accruals relating prisnesiemployee separation costs, facility closurgt€and other actions relating to the
integration of certain Mead operations into MeadiW&so. Costs associated with these integratiomastivere recognized as a component of
purchase accounting, resulting in the establishroklwbilities and adjustments to goodwill. Accorgly, these costs did not impact 2002
earnings and were not allocated to segments. Tagration actions included:

. The closure of three older, hi-cost coated paper machines and related facilitidseaChillicothe, Ohio, paper mill and t
integration of the Mead and Westvaco paper gro@psts associated with decommissioning the mackindsnost employee
termination benefits for 427 employees totaled $@8on.

. The closure of a plant in Front Royal, Virginiadasther actions taken in the Consumer and Officeliets segment affecting 2
employees. Costs associated with these actions m&f®2 totaled $12 millior

. Separating of 103 former Mead corporate persormel@yed in a variety of staff positions. The cokttmse actions was
approximately $42 million

At December 31, 2003, the remaining balance ofliiegs established in conjunction with the actiortated to the merger with Mead was
approximately $3 million and the company expectstiiize these liabilities by the end of 2004.

In addition to the above costs, which are recoghaea component of purchase accounting, MeadWsteaorded restructuring and other
merger-related costs charged to earnings in 20@pfoximately $153 million, all of which relatesthe former Westvaco operations. See
Note M for further information

MeadWestvaco Corporation Selected Unaudited PromfarCombined Financial Dat:

The following table summarizes, under the purchmsthod of accounting, selected unaudited pro fazambined statements of operations

for the year ended December 31, 2002, and the figea ended October 31, 2001, as if the busines®mation between Westvaco and Mead
had been completed at the beginning of the pepoelsented. This selected unaudited pro forma cosdkfinancial data is included only for 1
purposes of illustration, and it does not necelysendicate what the operating results would hagerbif the business combination between
Westvaco and Mead had been completed on suchMateover, this information does not necessarilydate what the future operating results
of the combined company will be. The 2002 informatincludes 11 months of actual data and one mainpino forma data for Mead. The
unaudited pro forma information includes adjustradat income taxes, interest expense, depreciafigpletion and amortization. The
unaudited pro forma combined condensed statemegearhtions data for 2001 reflects the fiscal yated October 31, 2001, for Westvaco
and the year ended December 31, 2001, for Mead.
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Pro forma in millions, except per shar

Unaudited 2002 2001
Restatec

Net sales $7,46¢ $7,66:

Income (loss) from continuing operatic (13 47

Net income (losst (409) 33

Income (loss) per common share from continuing ag@ns- assuming dilutior (0.09) 0.2¢

Net income (loss) per common sh— assuming dilutiof (2.19) 0.17

1 Includes discontinued operations, net of taxes,camaulative effect of accounting change for therysraded December 31, 2002.

R. Other acquisitions and dispositions
2003 Acquisitions

During the first quarter of 2003, MeadWestvaco aeguAMCAL, Inc. (“AMCAL"), a company that desigrend supplies licensed calendars,
gifts and stationery products, for approximatel $dillion. AMCAL is included in the company’s Comser and Office Products segment.
This acquisition is not expected to have a mat@rigbct on the company’s consolidated financiaiesteents. The purchase price allocation
resulted in approximately $9 million of identifighintangible assets that will be amortized oveir thstimated useful lives of five years.

During the fourth quarter of 2003, the company cletgal the purchase of essentially all of the assfellay Runner, Inc., a designer, developer
and distributor of loose-leaf, personal organizerd related products for the retail stationery raarkhis acquisition is also included in the
company’s Consumer and Office Products segmens. dtguisition is not expected to have a materighichon the company’s consolidated
financial statements. The purchase price was $#idmand resulted in approximately $20 millionidéntifiable intangible assets that will be
amortized over their estimated useful lives of ¢hiee seven years and goodwill of $13 million witle remainder allocated to working capital
items. This purchase price allocation is prelimynamnd is expected to be finalized in the first geaof 2004.

Pro forma results for these acquisitions are nesgmted, as the transactions were not significant.

2002 Acquisitions

During the second quarter of 2002, the companyiaedjiartoncraft Limited, a leading Irish producgmpharmaceutical packaging. The
purchase price for the acquisition, including temt®n costs, had been allocated to assets accaiktabilities assumed based on estimated
fair values at the date of acquisition. The bussriesncluded in the company’s Packaging segmeattddcraft, located near Dublin, Ireland,
employs approximately 80 people and also produaekgging for consumer electronic, beverage and &pgdications.

Pro forma results for this acquisition are not presd, as the transaction was not significant.

2001 Acquisitions
During 2001, the company purchased the followingjtesses:

. Alfred Wall AG and related assets, a leading s@ppif packaging of consumer products. The purchase was $99 million i
cash and stock, plus assumed debt of $51 mil
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. Polymatrix, a leading producer of specialty plastecponents for digital video disks (DVDs), compdisks (CDs) and other
entertainment packaging; and TM Limited, one ofdp&’s leading suppliers of specialty packaginggtesind prepress and print
services to the movie industry. The combined pwsehaice was $41 million in cash, plus assumed oe$15 million.

Approximately $73 million of goodwill was recognien the above transactions. The goodwill was assigo the Packaging segment.

Pro forma results for these acquisitions are nes@mted, as the transactions were not significant.

Dispositions

On September 30, 2002, the company sold its Paoagigment’s Stevenson, Alabama, corrugating mediilhand related assets, including
seven container plants and 82,000 acres of foratgt|ao Jefferson Smurfit Corporation (U.S.). Failog a strategic review of its businesses,
the company determined that the corrugating mediarket was not core to its long-term packagingegya In accordance with SFAS No.

144, this component of the packaging businesgisrted in discontinued operations. As a resulhefdale, the company incurred an after-tax
loss on disposal of $27 million, which has beeruded in loss from discontinued operations. Thekbeadue of these assets was established as
part of the purchase price allocation processedltd the MeadWestvaco merger. These discontinperhtions were previously owned and
reported by Mead; therefore, information prior @2 is not included in the company’s results ofrapens and financial position.

The following is a summary of the operating resaftthe discontinued operations from the date afgeethrough December 31, 2002:

In millions
Sales $247
Cost of sale 247
Selling, general and administrative exper 12
Loss from discontinued operations before incomebienefit (12
Income tax benef 5
Loss from discontinued operatio (7
Loss on disposal, net of $17 tax ben (27
Loss from discontinued operatio $(34)
S. Cash flows
Changes in assets and liabilities, net of acqaisstiand dispositions, are as follows:
Two-month
transition Fiscal year
period endec
Years ended ended
December 31 December 3: October 31
2003 2002 2001 2001
In millions
Restatec Restatec
(Increase) decrease |
Receivable: $ (11 $ (102 $ 22 $ 23
Inventories (63) 178 (6) (66)
Other current asse 6 (20 (7 (22
Increase (decrease) |
Accounts payable and accrued expel a7 (45) 6 47
Income taxes payab (6) — 2 4

$ (9) $ 16 $ 13 $ (109
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Two-month
transition Fiscal year
period endec
ended
Years ended December 3. October 31
December 31
In millions 2003 2002 2001 2001
Cash paid for
Interest $32C $302 $ 41 $ 21¢
Less capitalized intere 2 (5) (@)} @)
Interest paid, ne $31¢ $29¢ $ 40 $ 20¢
Income taxes paid (refunde $(12) $ 46 $ 1 $ 3

T. Business segment information

Commencing with the first quarter of 2002, MeadWast's principal business segments are (1) Packagihgag@er, (3) Consumer and Off
Products, and (4) Specialty Chemicals.

The Packaging segment produces bleached paperlooatdd natural kraft paperboard, linerboard aigrating kraft and packaging for
consumer products in the media, beverage and daisynetics, tobacco, pharmaceuticals and healtincarkets. In addition, the Packaging
segment designs and produces multiple packagingacichging systems primarily for the beverage tadwme market. This segmestproduct:
are manufactured at four domestic mills and twdsnhiicated in Brazil; paper, board and plasticameverted into packaging products at plants
located in the United States, Brazil, Japan andgirThese products are sold primarily in North Aiog with additional markets located in
Latin America, Europe, Asia and the Pacific Rim.

The Paper segment is engaged in the manufactumiaketing and distribution of coated, carbonless specialty papers. This segment’s
products are manufactured at seven domestic riitis.results for the company’s panelboard investealso reflected in this segmentesults

The Consumer and Office Products segment manuéstararkets and distributes school, office, envedad time management products to
retailers and commercial distributors. The enveldipésion was included in the Paper segment pod2@02. All years prior to 2002 have been
reclassified to include the envelope division iis ttegment. This segment’s operations are condpectstbminantly in North America.

The Specialty Chemicals segment manufactures, nsaakel distributes products at four domestic loceti Major product groups are: active
carbon products; printing ink resins and lignindshsurfactants; and tall oil fatty acid, rosin adivative products.
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Corporate and other includes the company'’s foregtgrations and corporate support staff servicdselated assets and liabilities, including
merger-related goodwill. The results include incaand expense items not directly associated witmseg operations, such as restructuring
charges, certain legal charges and settlementpension income and interest expense, and othigitiest

The segments are measured on operating profitsededetructuring charges, interest expense, minotieérest, income taxes, extraordinary
items and cumulative effect of accounting chan@és. segments follow the same accounting princigéssribed in th&ummary of Significal
Accounting Policie. Sales between the segments are recorded prinadriarket prices.

No single customer accounted for 10% or more obobdated trade sales in the periods prese!

Two-month
transition Fiscal yeai
period endec
ended
vears ended December 3 October 31
December 31
In millions 2003 2002 2001 2001
Total sales outside of the United Ste $2,281 $1,97( $ 19¢€ $ 997
Export sales from the United Sta 943 88( 92 562
Long-lived assets located outside the United St 793 83¢€ 662 65€
Long-lived assets located in the United States 9,251 9,63 5,13t 5,11¢

1 Amounts have been restated for 2003 and 2
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Financial information by business segment follows:

In millions

Year ended December 31, 2C
Packaging

Papel

Consumer and Office Produc
Specialty Chemical
Corporate and othe

Total
Intersegment eliminatior

Consolidated total

Year ended December 31, 2C
Packaginc

Papel

Consumer and Office Produc
Specialty Chemical
Corporate and othe

Total
Intersegment eliminatior

Consolidated total

Two-month transition period ended December 31, 2
Packaging

Papel

Consumer and Office Produc

Specialty Chemical

Corporate and othe

Total
Intersegment eliminatior

Consolidated total

Fiscal year ended October 31, 2(
Packaginc

Papel

Consumer and Office Produc
Specialty Chemical

Corporate and othe

Total
Intersegment eliminatior

Consolidated total

Sales
Depreciation
Inter- Se_gment and ) Capi;al

segmen profit (loss) amortization Segment expenditures

Trade Total assets

Restatec Restated Restated
$4,01¢ $ 4 $4020 $ 27 % 362 $523% 3% 23€
2,097 30 2,127 (46) 22% 2,961 69
1,05t — 1,05t 12¢ 34 671 11
331 21 352 45 18 317 20
54 45 99 (426) 86 3,28¢ 57
7,55 10C 7,65: (26) 724 12,47( 39z
— (100) (100) — — — —
$755: $ —  $755: $ (26) $ 724 $12,47C $  39¢

Restatec Restated Restated
$3,70¢ $ 24 $3,72¢ $ 324 % 34€ $513¢ $ 262
2,06¢ 33 2,101 (72) 21¢ 3,00¢ 72
1,052 1 1,052 131 3C 634 1C
324 19 343 57 20 29€ 18
94 37 131 (457 59 3,83 6C
7,242 114 7,35¢€ (16) 674 12,90¢ 424
— (114) (114 — — — —
$7,242 $ — $7,24z $ a6y $ 674 $12,90¢ $ 424
$ 39 $ — $ 398 $ 6 9% 38 $393 $ 46
10C 1 101 4 14 1,11« 4
57 — 57 1 1 13¢ —
47 3 50 4 4 291 2
6 5 11 (34) 4 1,34¢ 4
602 9 612 (39 61 6,82¢ 56
— 9) ) — — — —
$602 $— $602 $ (B $ 61 $682 $ 56
$2501 $ 2 $2500 $ 19 % 207 $3,92¢ $ 18¢
691 25 71€ 41 85 1,115 31
35¢ — 35¢& 1C 9 13€ 4
32¢ 20 34¢& 63 21 294 14
57 31 88 (192) 25 1,30¢ 59
3,93t 78 4,01z 11¢ 347 6,78 29¢€
— (78) (78) — — — —
$3,938 $ — $393 $ 118 $ 347 $6,787 % 29¢€
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U. Two-month transition period

Two months ended December 3

In millions, except per share data 2001 2000

(Unaudited)

Sales $ 60% $ 631
Operating income (lost (39 41
Income tax provision (benefi ()] 15
Net income (loss (22 26
Net income (loss) per she- basic and dilute $ (0.2)) $ 0.2¢

Results for the two months ended December 31, 2@figct a $17 million charge, or $0.10 per sh&rethe writedowns of plant and
equipment taken out of service, writedowns of ineeirs due to lower of cost or market evaluatiomsteased costs associated with the
acceleration of maintenance to coincide with marké&ited downtime and other items principally relgtto employee benefits and receivables.
Of the $17 million charge, $11 million is includedcost of sales, $4 million is included in oth&pense (income), net and $2 million is
included in selling, general and administrativeenges.

V. Selected quarterly information (unaudited)

Years ended
December 31

In millions, except per share dal 200343 200223
Restatec Restatec
Sales
First $1,69¢ $1,407
Seconc 1,91¢ 1,91¢
Third 1,99¢ 2,02
Fourth 1,94t 1,89:
Year $7,55: $7,24:
Gross profil
First $ 181 $ 14z
Seconc 25¢€ 27¢€
Third 31t 311
Fourth 24: 317
Year $ 997 $1,04¢
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Income (loss) from continuing operatic

First $ (71) $ (56)
Seconc (6) (6)
Third 27 16
Fourth 72 41
Year $ 22 $ (5

Net income (loss

First $ (79 $(422
Seconc (6) 9
Third 27 (3)
Fourth 72 36
Year $ 18  $(399

Income (loss) from continuing operations per comrsloare- basic and dilute

First $(0.36)  $(0.39)
Seconc (0.0%) (0.0%)
Third 0.1z 0.0¢
Fourth 0.3¢ 0.21
Net income (loss) per common sh- basic and dilute:
First $(0.3¢) $(2.5))
Seconc (0.09) (0.05)
Third 0.1z (0.02)
Fourth 0.3€ 0.1¢

1 First quarter 2003 results include a charge forctimaulative effect of a change in accounting oh@Hion, or $0.02 per share, related to the
adoption of SFAS No. 143, a pretax charge of $18anj or $0.05 per share, for employee terminatosts and the impairment of assets,
and a pretax charge of $8 million, or $0.03 pershfmr costs related to the early retirement dftd8econd quarter 2003 results include a
pretax charge of $29 million, or $0.09 per shagtgted to asset write-downs, facility closures amployee separation costs. Third quarter
2003 results include a pretax charge of $6 millmn$0.02 per share, related to asset write-dofacgity closures and employee separation
costs. Fourth quarter 2003 results include pretexges of $15 million, or $0.05 per share, relateeimployee separation costs and gains of
$12 million, or $0.04 per share, on insurance es@ignts

2 First quarter 2002 results include a charge foiirtigairment of goodwill (due to the initial adoptiof SFAS No. 142) of $359 million, «
$2.13 per share, and a pretax charge of $54 mjlto$0.20 per share, for restructuring and mergkated expenses. Second quarter 2002
results include a pretax charge of $34 million$0r10 per share, for restructuring and mergeredlakpenses. Third quarter 2002 results
include a pretax charge of $28 million, or $0.08 gfeare, for restructuring and mergetated expenses. Fourth quarter 2002 resultsded
pretax charge of $37 million, or $0.11 per shaveréstructuring and merger-related expenses gmdtax charge related to the early
retirement of debt of $6 million, or $0.02 per shi

3 Selected quarterly financial data have been reuisedflect the restatement as described in Note the consolidated financial statements.
See further disclosure below for more informatiortloe restated quarterly da
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The previously reported and restated quarterlyrimdion (unaudited) is as follows:

In millions, except per share dal

Income (loss) from continuing operatic
First
Seconc
Third
Fourth

Year

Net income (loss
First
Seconc
Third
Fourth

Year

Income (loss) from continuing operations per comrsloare- basic and dilute

First
Seconc
Third
Fourth

Net income (loss) per common sh- basic and dilute:
First
Seconc
Third
Fourth
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2003 2003
As previously

reported Restatec

$ 7 % ()

(7) (6)

27 27

50 72

$ 2 $ 22

$ (76) $ (75

(7) (6)

27 27

50 72

$ (6) $ 18

$ (0.3¢) $(0.36)

(0.04) (0.09)

0.14 0.1z

0.2¢ 0.3¢

$ (0.39) $(0.3¢)

(0.04) (0.09)

0.14 0.1z

0.2t 0.3¢

Years ended December 3

2002

As previously

reported

$ (56)
()
17
41

$ 3

$ (415
(8
@
36

$ (389

$  (0.39)
(0.09
0.0¢
0.21

$ (246
(0.04)
(0.01)
0.1¢

2002

Restated

$

$

(56)
(6)
16
41

)

$

$

(422)
(©)
©)
36

(39€)

$

$

(0.39)
(0.09)
0.0¢
0.21

(2.51)
(0.08)
(0.02)

0.1¢
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Exhibit 21
SUBSIDIARIES OF THE REGISTRANT*

The following were significant subsidiaries of tRegistrant as of December 31, 2003:

Name State or Jurisdiction of Incorporation
Cogen South LL( Delaware
Escanaba Paper Compe Michigan
Forest Kraft Compan Delaware
M-B Pulp Compan! Delaware
MCB Woodlands and Services, It Alabama
MW Custom Papers, LL! Delaware
Mead Panelboard, In Ohio
MeadWestvaco Coated Board, i Delaware
MeadWestvaco Consumer Packaging Group, | Illinois
(Name Chang- This was formerly AGI, LLC
MeadWestvaco Forestry, LL Delaware
MeadWestvaco Kentucky, L.| Delaware
MeadWestvaco Maryland, In Delaware
MeadWestvaco Oxford Corporatit Delaware
MeadWestvaco Packaging Systems, L Delaware
MeadWestvaco South Carolina, LI Delaware
MeadWestvaco Texas, L. Delaware
MeadWestvaco Virginia, Inc Delaware
Paxonix, Inc. Delaware
Questerra, LLC Delaware
Rumford Cogeneration, In Delaware
The Forest Technology Group, LL Delaware
Alfred Wall AG Austria
Mead Corporativo S.A. de C.\ Mexico
MeadWestvaco Canada | Canade
MeadWestvaco Coated Board Europe E Netherland:
MeadWestvaco Enterprises Gm Germany
MeadWestvaco Holdings B.\ Netherland:
MeadWestvaco K.K Japar
MeadWestvaco Netherlands B. Netherland:
MeadWestvaco Packaging Systems Canadz
MeadWestvaco Spain, S. Spain
MeadWestvaco Spain, S.L. Bilbao Sucursale de Neal Switzerlanc
MeadWestvaco UK Limite: United Kingdom
MeadWestvaco Worldwide Distribution S. Switzerlanc
Rigesa Ltda Valinhos, S&o Paulo, Bra:

* The names of additional subsidiaries have beeittedhbecause the unnamed subsidiaries, considtetbd aggregate as a single subsidiary,
would not constitute a significant subsidiary. Sdlasies which are consolidated into the at-listed subsidiaries are also omitt:



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢ee Registration Statements on Form S-8 (N83-81636, 333-81638, 333-81642, 333-
91660, 333-113183, 333-116860 and 333-116862) aritbom S-3 (No. 333-103918) of MeadWestvaco Cotparaof our report dated
January 29, 2004, except as to the restatementildesgin Note A as to which the date is March 100%, relating to the restated financial
statements, which appears in this Annual Repof@m 10-K/A.

/sl PricewaterhouseCoopers L

PricewaterhouseCoopers LI
New York, New York
March 14, 200t



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtkee Registration Statements on Form S-8 (N8-8B536, 333-81638, 333-81642, 333-
91660, 333-113183, 333-116860 and 333-116862) aritbom S-3 (No. 333-103918) of MeadWestvaco Cotparaof our report dated
January 9, 2004 (except as to note 6 which is damdiary 26, 2004 and note 8(a) which is as ofuzelpr2, 2004) relating to the financial

statements of Northwood Panelboard Company foy#iae ended December 31, 2003, which is incorpotiatéuis Annual Report on Form 10-
K/A.

/sl Ernst & Young LLP

Ernst & Young LLP
Toronto, Ontario
March 14, 2005



Exhibit 31.1
CERTIFICATION

I, John A. Luke, Jr., Chief Executive Officer, ¢Brthat:
1. | have reviewed this annual report on Forr-K/A of MeadWestvaco Corporation, registra
2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of opgerstand cash flows of the registrant as of, amdtfi@ periods presented in this rep
4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and we ha
a) designed such disclosure controls and procedoresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa
b) evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant
c) disclosed in this report any change in the tegi$'s internal control over financial reportirgat occurred during the registrant’s
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, tlegistrant’s internal control over
financial reporting; an
5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of registrant’s board of directors p@rsons performing the equivalent
function):
a) all significant deficiencies and material weadses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; ant
b) any fraud, whether or not material, that involveaniagement or other employees who have a significémin the registra’s
internal control over financial reportin

Date: March 14, 2005
/s/ John A. Luke, Ji

Name:John A. Luke, Jr
Title: Chief Executive Office



Exhibit 31.2
CERTIFICATION

I, E. Mark Rajkowski, Chief Financial Officer, ciéytthat:

1.
2.

| have reviewed this annual report on Forr-K/A of MeadWestvaco Corporation, registra

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i

defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and we ha

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) evaluated the effectiveness of the registratisslosure controls and procedures and presentdsineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period covered éyabort based on such
evaluation; ant

c) disclosed in this report any change in the tegi$'s internal control over financial reportirgat occurred during the registrant’s
fourth fiscal quarter that has materially affectedis reasonably likely to materially affect, tlegistrant’s internal control over
financial reporting; an

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimrernal control over financial

reporting, to the registrant’s auditors and theiteemmmittee of registrant’s board of directors p@rsons performing the equivalent

function):

a) all significant deficiencies and material weas®s in the design or the operation of internatrobover financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize and refiehcial information; ani

b) any fraud, whether or not material, that involveaniagement or other employees who have a significémin the registra’s
internal control over financial reportin

Date: March 14, 2005

/sl E. Mark Rajkowsk

Name E. Mark Rajkowsk
Title: Chief Financial Officel



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned hereby certifies, in his capadtaraofficer of MeadWestvaco Corporation (the “Camyd), for purposes of 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@G&darbanes-Oxley Act of 2002, that:

. the Annual Report of the Company on Form 10-K/Atfe period ended December 31, 2003 fully compliigls the requirements
of Section 13(a) of the Securities Exchange Ac%84; anc

. the information contained in such report fairly ggets, in all material respects, the financial dom and results of operation of t
Company.

Date:March 14, 200¢

/s/ John A. Luke, Jr.

Name John A. Luke, Jr
Title: Chief Executive Office



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned hereby certifies, in her capadtgraofficer of MeadWestvaco Corporation (the “Camy), for purposes of 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@G&darbanes-Oxley Act of 2002, that:

. the Annual Report of the Company on Form 10-K/Atfe period ended December 31, 2003 fully compliigls the requirements
of Section 13(a) of the Securities Exchange Ac%84; anc

. the information contained in such report fairly ggets, in all material respects, the financial dom and results of operation of t
Company.

Date:March 14, 200¢

/sl E. Mark Rajkowski

Name E. Mark Rajkowsk
Title: Chief Financial Officel



