WEYERHAFUSER TIMBER COMPANY

%

Merger Proposal

January 25, 1957

Proposed Acguisition by
Weyerhaeuser Timber Company
of
Kieckhefer Container Company
and Eddy Paper Corporation
and their subsidiaries

Weyerhaeuser Timber. Company (W.T. Co.) is giving consideration to the
acquisition of Kieckhefer Container Company and Eddy Paper Corporation and their
subsidiaries through exchange of shares in a tax-free merger or consolidation or
through the purchase of all or substantially all of their assets.

W.T. Co. has no Funded Debt or Preferred Stock outstanding. Its capi-
talization consists solely of Common Stock, of which 25,000,000 shares were
authorized and 24,921,299 shares (excluding 78,701 treasury shares) were outstand-
ing at December 31, 1956. Total book value For the Common Stock at November 30,
1956 was approximately $367,052,000, or $14.73 per share.

There 1s no outstanding Preferred Stock or Funded Debt, other than
intercompany debt, in the Kieckhefer Container - Eddy Paper group of companies.
Intercompany relationships and outstanding shares of common stock are understood
to be as follows:

Kieckhefer Container Company (K.C.)

29,889 shares outstanding
All owned by approximately 35 individuals or trusts in the
Kieckhefer family, except for a relatively few shares held by
key employees as to which K. C. has repurchase asgreements.

Eddy Paper Company (Eddy)

181,415 shares outstanding (excluding 8,634 treasury shares)

26,000 shares (14.4%) owned by K. C.

119,000 shares (approx.) (A5.6%) owned by various members of the
Kiecrhefer family
- 25,200 shares (13.9% owned (14,000 shs. by Eddy profit-sharing fund
15;200 ShS. n K-C' n n n
11,125 shares (approx.) (6.lé)owned otherwise publicly
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These mills produced in 1956 an aggregate of 421,000 tons of paperboard and box-
Subsidiaries

board for K.C.-Eddy's corrugated shipping container and folding carton plants.
North Carolina Pulp Company

Of the 421,000 tons production, asbout 80,000 tons (19%) was bleached board and
owned 80% by K.C. and 20% by Eddy
about 341,000 tons (81%) was unbleached kraft or boxboard. A small smount of
Rochester Folding Box Company

pulp is also produced and sold as such. ZAbout 400,000 acres of woodlands are
100% owned by Eddy
owned in North Carolina which supply a portion of the pulpwood supply for the
Gereke - Allen Container Company

Plymouth, N. C. mill.
100% owned by Eddy
K.C.-Eddy also owns 17 corrugated shipping container plants and 13
In the following discussion the figures of all of the above companies
folding carton plants throughout the United States, which together produced
are consolidated and the combined or consolidated operations are referred to as
about 500,000 tons in 1956. Of this production, about 105,000 tons (21%) was
"K.C. - Eddy". At October 31, 1956, the consolidated book net worth of K. C. -
from bleached board and 395,000 tons (79%) was from unbleached kraft and box-
Eddy amounted to approximately $111,550,000.
board. Thus K.C.-Eddy in 1956 evidently purchased about 80,000 tons of paper-
W.T. shares are actively traded in the over-the-counter market. Cur-
board and boxboard from outside sources.
rent quotations thereon (as of January 25, 1957) are approximately $38 bid, g
We understand that the Plymouth mill was substantially expanded in
$39 asked. At a median price of $38.50 this would indicate a total market value
1955 and 1956. In comnection with this expansion it was partially shut down
for the outstanding shares of about $959,500,000.
in 1956, at a loss of about 57,000 tons potential production. Production from
Eddy shares are traded, though very inactively, on the Midwest Stock
this mill for the year 1956 was about 325,000 tons (vs. about 275,000 toms in
Exchange. On January 22, 1957, there were reported sales thereon of 10 shares
1955). It is to be expected that production closer to its 455,000 tons present
at the price of $251 per share. At $251, this would indicate a total market '
capacity should be reached in 1957 and, therefore, outside net purchases of
value for Eddy's stock of about $46,500,000.
board by K.C.-Eddy will probably be decreased in the near-term future.
K.C. shares are closely held and are not publicly quoted or traded.
K.C~-Eddy's sales are substantially all in the paperboard field.

W, T.'s sales are in a number of products. Breakdown of sales by the two
We have been asked by W.T. to give them our opinion as to what would compenies by classifications was as follows for the periods indicated (in
constitute a fair exchange offer of W.T. shares, or of W.T. Common Stock plus millions of dollars):

cash or new W.T. Preferred Stock, for K.C. - Eddy as an entirety.

K.C. - Eddy owns three pulp and paper mills as follows: ../

Plymouth, N. C. (paperboard mill) - present capacity 455,000 tons annually
Delair, N. J. (Jute mill) - " = 80,000 " .

White Pigeon, Mich. (boxboard mill) - " " 60,000
595,000
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e INCOME ACCOUNT ITEMS(1)
W. T. - Est. 1956 K.C.-Eddy - 1lst 10 Mos. 1956 ‘ Income Before
Income Before Taxes Net Income
b 181 - 56 Shivppine Contai 65.6 - 6U Net Sales Taxes As % After Taxes
e # 5% SERIR LORREE $ 65 % Index 3 Index of Sales $ Index
Plywood 17 - 5 Milk Cartons oh,7 - 2b K.C.-Bddy 1952-100 1952-100 1952-100 19%47-100
board 105 - 32 lding Cart bk « 'l 1947 12,63k 136.0  100.0
Pulp & Paperboar 5 3 Folding Cartons 1048 101136 109.1 80.2
Other Products ah -« 7 Pulp & Other 8= B 1949 7,991 86.0 63.2
il s T 1950 11,815 121.2 93.2
27 - 100 02.2 - 100 1951 11,575 124. 9l.
$321 % = % 1952 88,873 100.0 24,816 100.0 27 . 9% 9;289 100.0 73.5
- 1953 99,791 112,3 25,305 102.0 25.4 9,325 100.4 73.8
K.C. - Eddy's mill production and net sales for the past five years have 1954 99,842 112.3 22,677 91.4 22,7 10,312 111.8 81.6
1955 114,929 129.3 27,122 109.3 23.6 13,122 141.3 103.9
been as follows (000's): 1956 (Est.) 121,615 136.8 27,878 112.3 22.9 13,352 143.7 105.7
Averages:
Mill Production Net Sales 1952-1956 105,010 . 118.2 25,560  103.0 24.3 11,080 119.3 87.7
Tons  Index Tons Index _$ Index 1955-1956 118,272 . 133.1 27,500  110.8 23.3 13,237 142.5  104.8
1952 327 100 372 100 88,873 100 Weyerhaeuser Timber Co.
1947 128,024 53.5 44,787 THal 35.0 27,819 76.9 100.0
193 =1 107 o e 93,731 Ha 1948 113:2;659 55.5 k45,572 75k %3 28:826 198 103.8
1954 i 106 Lo 11 8l 112 1949 142,152 59.3 37,130 1.5 26.1 24,162 66.8 86.9
S % * R 1950 pree 8.5 hoelh g 3L 3968 B8 k.9
I 1= 193,903 LS 9,21 11k 35.7 39,379 108. 1.
193 373 ll 493 AF L1y 59 = X AN 239:525 100.0 601&15 100.0 25.2 36:176 100.0 130.0
1956 421 129 500 134 121,615 137 1953 257,498  107.5 60,962  100.9 23.7 36,342 100.4  130.6
1954 262,497 109.6 59,210 98.0 22.6 35,510 98.2 127.6
1955 316,733 132,2 80,341 133.0 25.4 ho,241 136.1 17740
K.C. - Eddy's consolidated balance sheet figures as of Dec. 31, 1955 t?56 (Bst.) 326,791 136.4 78,932 130.6 24.2 52,437 1hk.9 188.5
verages:
and Oct. 31, 1956 are shown on Exhibit 1 and its consolidated earnings figures 1952-1956 280,609 117.2 67,972 112.5 2.2 41,941 115.9 150.8
1955-1956 321,762 134.3 79,637 131.8 24.8 50,839 140.5 182.7

for the years 1952 - 1955, incl., for the 10 months to Oct. 31, 1956 and as esti-
Combined Weyerkaeuser Timber Co. - K. C.=- Eddy

mated for the full year 1956 are shown on Exhibit 2. 1OL7 40,453 89.0  100.0
1948 39,022 85.8 96.5
W.T.'s consolidated balance sheet figures as of Dec. 31, 1955 and Oct. 1949 32,153 T70.7 79.5
I950™ 43,783 96.3 108.2
31, 1956 and consolidated earnings for the years 1952 - 1955, incl. and as esti- 1951 50,954 112.1  126.0
1952 328,398 100.0 85,231 100.0 26.0 45,465 100.0 112.4
mated for the full year 1956 are shown on Exhibits 3 and 4, respectively. 1953 357,289 108.8 86,267 101.2 2.1 45,667 100.4 112.9
1954 362,339 110.3 81,887 96.1 22.6 45,822 100.8 113.3
There follows a tablulation showing summarized comparative sales and 1955 431,662 131.4 107,463 126.1 2k.9 62,363 137.2 154.2
1956 (Est.) 448,406  136.5 106,810  125.3 23.8 65,789 1k, 7 162.6

earnings figures for W.T. and K.C.-Eddy for the past 5 years and, where available Averages:
1952-1956 385,619 117 oH 93,531  109.7 23.9 53,021 1.6 131.1
to us, for the past 10 years (000's): 1955-1956 440,034 134.0 107,137 1E5:T 24.3 64,076 140.9 158.4

(1) Sales and income figures for W.T. Co. have been adjusted to exclude
results of operations of Wood Canversion Company, a 51% owned sub-
sidiary, 1948-1953.
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Adjusted Ad justed Ad justed
In the above figures, W.T. has deducted depletion on timber in the = Income beiore Income before Net Income
' ' Taxes Taxes after Taxes
past five years in the following amounts: % Index as % of Sales $ Index
Gross Net after Taxes Combined W.T. -
- K.C. - Eddy
1952 $2,815,000 $2,636,000
1953 3,769,000 3,3lk,000 1952 $ 88,046 100.0 26.8% $48,101 100.0
195k 2,666,000 2,501,000 1953 90,036 102.3 25.2 49,011 101.9
1956 (Est.) 6,165,000 5,225,000 1952 110,866 125.9 25.7 65,533 136.2
1956 (Est. 112 108, 25,2 .
Since W.T. has been operating its timberlands for some years on a ( ) 3G 3 2 et if.8
Averages:
perpetual sustained yield basis, it is questionable whether there has been 1952 - 1956 97,296 110.5 25.2 56,396 1.2
any real depletion of timber supply and, therefore, whether the above de- 1955 - 1956 e Al 25.L 68,273 1h1.9
pletion charges should not be added back to earnings in order to arrive at a On the basis of assets and book values, W.T. and K.C. - Eddy compare
truer earnings picture. If such depletion charges are added back to earnings, as follows (000's):
the adjusted earnings of W.T. for the past five years wauld compare with those ' Net Current Assets
. . ___W. T. K. C. - Eddy Total
of K.C. - Eddy as follows (dollar figures in 000's): (' % of Total % of Total W. T. & K. C. - Eddy
Ad justed Ad justed Ad justed : eSSy 1932 $90,758 693h% $hh,406* 30'6% $135,16h
Inco?:xzzfo?e Inc;giezefore E;Eein;gzis Oct. 31, 1956%%  T0,T13 63.6 Lo,565%  36.4 111,278
— - dex T
$ Index as % of Sales $ Index T
K-Co - Eddy
i Dec. 31, 1955 $241,857 81.1 6,326 18. 298,18
1952 $ 24,816 100.0 27.9% $ 9,289 100.0 ’ * #56,3 o $298,183
1953 25,305 102.0 25.4 9,325 100.4 Oct. 31, 1956%x 281,644 80.8 66,970 19.2 348,614
1954 22,677 91.L 2.7 10,312 111.0
1955 27,122 109.3 23.6 13,122 141.3 BEE Voxth
1956 (Est.) 27,878 118.3 22.9 13,352 143.7 Dec. 31, 1955  $344,108 76.9% $103,318 233 $Ll7, 426
Averages: Oct. 31, 1956%* 367,052 6
< . i i
1952 - 1956 25,560 103.0 2h.3 11,080 119.3 3 192 35,13 To-1 kg 23-3 478,602
1955 - 1956 27,500 110.8 23.3 13,237 142.5
* TIncluding K.C. - Eddy's construction fund in net current assets.
'W' T-
** W.T. figures as of Nov. 30, 1956
1952 63,230 100.0 26.4 38,812 100.0
3 64,731 102. k4 25.1 686 102.
1323 61,;36 97.9 2: 6 32’011 97 ; W.T. and K.C. - Eddy's reported earnings for the past five years have
» g 8 ” :
1955 83,7kl 132.4 264 52,411 1135.0 ( been in relation to sales and to net worth, comparatively, as follows:
s . " : .
1956 (Est.) 85,097 134.6 26.0 57,662 148.6
Averages:
1952 - 1956 1,736 113.5 25.6 45,316 116.8

1955 - 1956 8h,421 133.5 26.2 55,036 141.8



Income before

Income before Taxes Excess Profits Taxes Net Income

% of Sales W. T-  K.C.-Eddy W.T. K.C.-Eady w.T. K.C. - Eddy
1952 25.2% 27.9% 15.1% 12.7% 15.1% 10.5%
1953 23.7 25.4 k.1 5 By 9 1h.1 9.3
1954 22.6 22.7 13.5 10.3 13.5 10.3
1955 25.4 23.6 15.5 g 5 % 1 15.5 11.4%

1956 (Est.) 24.2 22.9 16.0 11.0 16.0 11.0

% Net Worth

at Dec. 31, 1955
1956 (Est.) 23.2% 27.0% 15.2% 12.9% 15.2% 12.9%

If W.T.'s earnings are adjusted to exclude its timber depletion charges,
as indicated above, its earnings for the past five years in relation to sales aad

net worth may be restated in comparison with K.C. - Eddy as follows:

Income before

Excess Profits Taxes Net Income

Income before Taxes

% of Sales W. T. K.C.-Eddy ~ W.T.  K.C.-Eddy W, K.C. - Eddy
1952 26.4% 27.9% 16.2% 12.7% 16.2% 10.5%
1953 25.1 25.4 15.4 11.k 15.4 9.3
1954 23.6 22.7 14.5 10.3 14.5 10.3
1955 26.4 23.6 16.5 11.4 16.5 1.4
1956 (Est.) 26.0 22.9 5 3 M 11.0 il 11.0

% Net Worth

at Dec. 31, 1955
1956 (Est.) 24.T7% 27% 16.8% 12.9% 16.8% 12.9%

The above figures indicate that over the past five years W.T.'s profit
margins have been substantially higher than those for K.C. - Eddy, and that
during especially the past two years W.T.'s profit margins have been improving
vis-a-vis those for K.C. - Eddy. We believe that this, in itself, is Justifi-

cation for the market to value W.T. shares on a somewhat higher price x earnings

basis than it would value K.C. - Eddy.

Exhibits 7 and 7 B show earnings per share, common stock price ranges,
and price x earnings ratios for W.T., for Eddy, and for a number of other manu-
facturers of paper, paperboard and related products. The data on such Exhibits
clearly shows that over recent years the market has valued W.T.'s earnings at
substantially higher price x earnings ratios than those for most of the paper
and paperboard compeny stocks shown, as well as those for Eddy in particular.
With certain particular exceptions in particular years, as shown thereon, the
market appears to have valued W.T.'s earnings generally at about 1 1/2 times
those of the other paper and paperboard companies shown, and at about 2 times
those of Eddy.

We believe that this higher evaluation of W.T., as against paper and

paperboard companies generally, is largely due to the following:

l.) W.T.'s vast timber reserves - giving it present fee ownership
of most of its future raw material needs.

2.) The excellent hedge in W.T. against inflation, because of such
outright ownership of its growing crop of timber.

3.) The management by W.T. of its timber on a perpetual yield basis
go that, while depletion is deducted for both reporting and tax
purposes, there is, in effect, no actual depletion.

L.) W.T.'s very low timber costs. These have been translated in the

past, to some extent, into capital gain income and could (if the

management wished so to operate) be reflected in larger amounts
into capital gain income. If further inflation occurs, this will
become an increasingly important source of income or potential
income.

5.) W.T.'s expansion into various fields in addition to lumber, thereby

7
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It is our opinion that, in attempting to determine relative values,
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let sage of its raw timber resources and a
giving it more complete usage earnings - and particularly future earnings, if determinsble - should be given

- ted eration.
well-rounded integrated operatilon substantial consideration. Also - and particularly where two companies to be

PR d in recent years betterment in, sales
6.) W.T.'s consistent, an J ¥ ; merged are in different fields - the relative industries, the relative positions

both before and after taxes) and earnings per _
BUHELS dvralie (b 2 ) o E of the companies in their respective industries, their relative efficiencies,

. teady profit margins and earnings per share b
WAEHS ik, SO e B & L o their relative vulnerability to competition, and the market evaluation of

ies.
TS, AN their respective industries should be considered. The market prices of common

that the rket evaluation of W.T. on a higher
i St = & .- stocks from time to time reflect all these factors as well as factors such as

fi erboard manufacturers in general is merited.
price x earnings basis than for paperboa &= new developments, quality of management and new products. Market prices, there-

tribution to a merged co
The following indicates the statistical contribu ge mpany , Secow, makt a186 b vonnUiae,

- .T. and K.C. - Eddy in terms of present book net worth, 1956
percentage-wise, by W.T. and K.C. - Eddy in term P s 195 Exhibit 5, showing various possible exchange ratios, indicates the

f t five years:
net sales, and earnings by years for the pas ye effect on K.C. - Eddy of such possible ratios of exchange on certain factors of

% of Combined Total

W. T. K. C. - Eddy value. As indicated thereon the number of new shares which might be issued by
Book Net Worth (latest) T6-T% 23.3% W.T. on the various assumed bases and the percent of the combined compsnies then
Net Sales (1956 Est.) 72.9 BTs1 to be owned by K.C. - Eddy stockholders would be as follows, as compared with

Net before Income Taxes

K.C. - Eddy's statistical contribution of earnings, book net worth, and market

1952 70.9 (71.8) 29.1 (28.2)
1953 70.7 (71.9) 29.3 (28.1) value to the combined companiess
195k 72.3 (73.2) 27.7 (26.8) k-1 b 1/h -1 L1211 4 3h el % a1
1955 4.8 (75.5) 25.2 (2k.5) Nt W.T. shares
het” gt o 75,5 26.1 (2h.7) to be issued 6,231,315 5,864,767 5,538,947 5,247,423 4,985,052
i ) | % total W.T.shares
Ave. 1952/6 T2.7 (73.7) 27.3 (26.3) to be owned by
1954 /6 73.8 (74.8) 26.2 (25.2) K.C.-Eddy stock-
19558 4.3 (75.14) 25.7 (24.6) holders 20.0% 19.05% 18.18% 17.39% 16.67%
Net Income K.C.-Eddy contri-
2eb O bution to com-
1952 79.6 (80.7) 20.4 (19.3) bined companies
1953 79.6 (81.0) 20.4 (19.0) Net Sales - 1952 E ' ') """""" 26,65 - - = - = = = = = = - - - - -
1954 T7.5 (78.7) 22.5 (21.3) . w LYIO (ERE: ) #w i e wuman i Blel wowmnsssrmarneyn-
1955 19.0 (80.0) 21.0 (20.0) R S e e et s Bl =L ot b s
Est. 1956 79.7 (81.2) 20.3 (18.8) Net Tnc. (Adjust.) = 1955 «m m o = o « = = = UL oo w0 ik o o e
Ave. 1952/6 79.1 (80.k4) 20.9 (19.6) ~ IHE6 (Bik, ) « « % = = = » HRN o W 5 e B B Tp e
1954 /6 78.9 (80.1) 21.1 (19.9) Net Worth - - - - - (— - 3 —————————— 233 = = - s s s e e e - - e - - -
: . : o 8tock Market Value (Est.
1955/6 79.3 (80.6) 20.7 (19.4) K.C.-Bddy @ 12 times 1956 Hst. Net - - - - - - T = 5 5 el ot N R
. 1 n “-13 n n " M = L e m B e 15'3 _______________
Note: Figures in parentheses reflect adjustment of W.T.'s earnings to i " ® @ik @» N " TR L BBaTE v ie we o W e
n ] " 15 ” " " e o om AR S PrET w5 e 9w %
exclude depletion charges. 5 W OEAG T i " e e - - - 18,2 = = = = - e e e e - - - - - -
: : : I A . : R 1.1 ow v b mm m oo e R

m = " T T T U e
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It appears that K.C. - Eddy is one of the leaders in the paperboard and
paper milk carton fields, that it enjoys good menagement, and that through
‘expansion or otherwise it should continue to be a leader in its fields and to have
a good possibility of increased future earnings. However, in spite of its present
gtrong position in the industry it would seem that X.C. - Eddy (with its entire
reliance on the paperboard business) is in a very competitive business and might
be particularly subject to competition, price decreases or the introduction of
competing new processes or products.

An exchange of W.T. shares for K.C. - Eddy wouldpovide a distinct
advantage to the K.C. and Eddy stockholders in giving them an actively quoted
and traded stock for shares now very inactively traded (Eddy) or with no quoted
market (K.C.). Such inactive markets for their present shares might well prove
a decided handicap to K.C. - Eddy stockholders in case of necessary sales of
their shares for estate tax or other purposes. This advantage seems to us to
represent a further reason why W. T. stock should sell on a higher price x earnings
basis than either K.C. or Eddy shares.

Over the past 5 years it appears that W.T. has pald in dividends
approximately 47.4% of its reported net earnings. During the same period divi-
dends paid by Eddy represented approximately 61.5% and those paid by K.C. repre-
sented only 9.2% of their respective earnings. In our opinion this record of
dividends is a further, though minor, reason why W.T. stock should be valued on
a higher price x earnings basis than the K.C. segment of K.C. - Eddy. We under-
stand that in any merger with K.C. - Eddy, W.T. would inherit any Federal taxes
that might later be assessed against K.C. or Eddy, including possible taxes against
K.C. under Section 102 of the Internal Revenue Act.

We have considered all of the various factors and figures discussed in
this report (earnings, earnings trends, assets, dividends, price ranges for com-

mon stocks, etc., as well as the more intangible factors). In our consideration
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we have given particular weight to the fact that, historically, the market has
valued each dollar of W.T.'s earnings at a rate higher than it has generally
valued earnings of paper and paperboard manufacturers.

Based on all of the above, we believe that in an exchange of shares
between W.T. and K.C.-Eddy it would be equitable to give to K.C.-Eddy stockholders
an aggregate of about 4,250,000 W.T. shares, or sbout 14.6% of the stock of the
combined companies. At the current price of about $38.50 per share for W.T.
stock, this would represent a total purchase price of about $163,600,000 and
about 12 1/k4 times K.C.-Eddy's 1956 estimated earnings. We believe that such
an exchange would be just sbout "on the market'.

This "ratio of exchange" represents our assessment of the relative values
of the two companies, giving effect to the various factors mentioned, and which we
would expect would approximate the values which the public market would place on
them, regarded as separate entities operating independently. The effect of this
assessment is to evaluate K.C.-Eddy in relation to the current market for
Weyerhaeuser. Thus, although a total dollar valuation on K.C.-Eddy may be derived
from the above, it is intended to be a valuation in terms of W.T.shares, which valu-
ation would fluctuate in dollar aggregate up or down with the market price for
W.T. shares.

It would be entirely appropriate for W.T. to pay some premium over a
"market" exchange ratio, in order to acquire K.C.-Eddy. Premiums, sometimes very
substantial, are frequently thought necessary in similar mergers.

Attached as Exhibit 6 are certain details as to "premiums" over market
prices which have been paid to the acquired companies' stockholders in four recent
paper or paperboard mergers. These mergers and the indicated "premiums" paid are

as follows:

Approximate
Year Acquiring Company Acquired Company Indicated Premium
1955 Crown Zellerbach Gaylord Container L40%
1956 International Paper Long Bell ILumber 106
1956 Owens Illinois National Container 41

1956 Continental Can Robert Gair ol
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Attached as Exhibit 6 B are figures as to indicated "premiums" that have
been paid in a number of other mergers in recent years.

We believe that such "premiums" have represented the acquiring company's
assessment of one or more of the following, or of other considerations inherent in
the respective individual cases:

1.) The value of control. This, of course, is not represented in
the day-to-day sales of a few hundred or a few thousand shares.

2.) The unique value of the acquired company to the acquiring company,
hopefully to be reflected in improved future profits of one, or
both, businesses and in the combined business over what might be
expected for the two as separate entities.

3.) An assessment of bargaining necessity to reach a highly desirable end.

Our own evaluation of what such a "premium" might be in the instant
case is in the range of 1,000,000 - 1,250,000 shares of W.T., or a premium of
from about 23.5% - 29.4%. This represents the approximate additional values,
over and above the market, which we believe might well attach to 100% control
of K.C.-Eddy and to such business factors as we know of, or of which we have been
advised.

It is entirely possible, of course, that the W. T. management may evaluate
the above considerations on a higher basis than we have done, that they may attach
greater significance than we have to K.C.-Eddy's estimate of its increased 1957
earnings, or that they may have additional knowledge which we do not have which
would add potential further value to the acquisition of K.C.-Eddy. 1In such cases,

we believe that a somewhat higher "premium" might be justified.

Pending completion between W.T. and K.C.-Eddy of merger terms (at least
in principle), we have not set down any particular ideas as to payment by W.T. of

a portion of the purchase price in cash, preferred stock or debt.
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It is our understanding that payment of either debt or cash would result
in taxable income to the recipient - to the extent of such debt or cash received;
also that, if cash or debt is included to an extent of more than 20% of the entire
purchase price, the whole transaction loses any tax-free basis that it might other-
wise have. We also understand that payment of preferred stock in any amount would
not endanger the tax-free status of the transaction, but that such preferred stock
would become a specially classified kind of preferred under the Internal Revenue
Act and that it could not be redeemed or repurchased by W.T. (within some con-
siderable period of time) from the original recipient without the recipient at
that time becoming subject to regular income tax on the proceeds; such preferred
stock might be sold to third parties on only a capital gains tax basis.

With the above in mind and without talking with tax counsel in further
detail, we believe that, to the extent that it might be worked out with the
K.C.-Eddy people, W. T. might well do the following:

1.) Purchase for cash the 25,200 sﬁares of Eddy stock now held
in the Eddy and K.C. profit-sharing funds. It is understood
that these profit-sharing funds are not subject to taxes.

2.) Pay cash to such other K.C.-Eddy shareholders as would care
to receive cash instead of W.T.stock.

3.) Get options to purchase W.T. stock from as many K.C.-Eddy

shareholders as will grant them. Thought might be given,

as an inducement to granting such options, to payment by

W.T. of cash in some small amount per share, to the grantors

of the options. Such options might be either at a fixed price

per share of W.T. or at, or in some relation to, the market at

the time the option to purchase is exercised.

We believe that, 1f acceptable to the respective K.C-Eddy holders, W.T.

Preferred Stock might be substituted for cash in any or all of (1), (2) or (3) above.
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We do not advise issuance by W.T. of any debt securities for these pur-

poses, unless cash or Preferred Stock are unacceptable to the K.C.-Eddy shareholders.

All of the K.C.-Eddy figures herein, with minor exceptions in the case of
certain published figures for Eddy, are based on information furnished to us by
K.C.-Eddy through W.T. The W.T. figures used herein are based on published figures

Our figures as to other

Summarized Consolidated Balarce Sheetc (000's)

plus some additional figures furnished to us direct by W.T.

paper and paperboard companies have been taken in most cases from statistical manuals

EXHIBIT 1

and other published sources. We have not had an opportunity to consult with the 12{’31{55 _1_0/ ?1/ 56
management of K.C.-Eddy or to visit any of K.C.-Eddy's plants. We have had two
short visits (in connection with the matters dealt with herein) with certain Cash & U. 8. Gov't Securities $ 8,463 $13.745
Receivables (Net) 8,54 10,1L7
officials of W.T. Inventories 13,553 14,567
To)tal Current Assets 30,5A0 38,459
f=~ q . - %
(Le3s ) Current Liabilities 5,51k 6,759
- —
MORGAN STANIEY & CO. Net Current Assets 25,056 1,700
Property, Plant & Equipment 85,824 91,715
(Less) Deprec. Reserve 33,545 36,936
Net Property, Plant. & Equip. 5@ ,279 54,779
Timberlands (Less Reserve) L, Ob7 12,191
Net Fixed Assets 56,326 66,970
Investments in Affiliated Cos. 1,063 2,489
Construction Fund (cash -7) 19,360 8,865
Other Assetg - Not Current o 3,583 1,526
Net Worth $103,318 $111,550



K. C.-EDDY

Summarized Consolidated Earnings (000's)

Net Sales

Cost of Sales
Selling Expenses

Administrative Expenses

Total Operating Expenses
Operating Income
Other Income (net)

Net Before Taxes on Income

Federal and State Income Taxes
Federal Excess Profits Taxes

Net Income

% of Net Sales:

Net Before Taxes on Income
Net Before Excess Profits Taxes
Net Income

1952 1953 195k 1955
$88,873 $99,791 $99, 842 $114,929
60,780 70,859 72,489 83,531
2,421 2,836 3,374 3,369
1,074 1,132 1,524 1,460
$64,275 $74,827 $77,387 $ 88,360
2k, 598 2k, 964 22,455 26,569
218 341 222 553
$24,816 $25,305 $22, 677 $ 27,122
13,502 13,940 12,365 14,000

2,025 2,040 - -
$15,527 $15,980 $12,365 $ 14,000
$ 9,289 $ 9,325 $10, 312 $ 13,122
28.0% 25.3% 22.7% 23.6%

18.7 11.4 10.3 11.4

10.5 9.3 10.3 11k

EXHIBIT 2

1956 Est.
(10 Mos.) 1956
$102,198 $121,615

73,903 88,924

2,902 3,560
1,294 1,703

$ 78,099 $ 94,187
2,099 27,428
178 450

$ 2k, 277 $ 27,878

13,063 14,526
$ 13,063  $ 14,526
$ 11,214 $ 13,352

23.8% 22.9%

11.0 11.0

11.0 11.0



Year Ending
Current Assets

Cash

Marketable Securities, at Cost
Receivables, less Reserve
Inventories (see note)

Total Current Assets
Supply, Inventories, Prepaid Exp., etc.
Tax Refund Claims, Other Receivables, etc.

Timber & Timberlands (at March 1, 1913 values)

Real Estate, Plants & Equip. (at cost)
less depreciation Reserve

Total Assets

Liabilities

Current Liabilities

Accounts payable
Accrued Ligbilities
Provision for Federal Income Taxes
less U.S. Govt. Sec. segregated therefor:

Total Current Liabilities
Long-Term Debt of Partially Owned Subsidiary

Equity of Minority Shareholders in Partially Owned Sub-
sidiary

Shareholders 'Interest

Capital Stock
Increase in value of timber and timberlands
resulting from March 1, 1913 revaluation
Earned Surplus
Treasury Stock, at cost
Total Shareholders Interest
Total

Notes: (1) ILogs, lumber, pulp and plywood at cost determined on last-in,
first-out basis; other items at lower of cost or market.

WEYERHAEUSER TIMBER COMPANY

Consolidated Balance Sheets

EXHIBIT 3

(000)
December 31, December 31, December 31, December 31, October 31,
1952 1953 1954 1955 1956
$ 17,393 $ 15,523 $ 15,244 $ 14,912 (
26,950 35,37k 52,033 60,163 % 5178
22,902 21,109 22,336 28,788 28,508
15,008 14,256 16,024 16,543 22,178
$ 82,253 $ 86,263 $105,636 $120,405 $115,434
5,942 5,118 5,542 5,363 (
6,218 5, 58k 5,292 6,130 ( A
76,706 73,848 71,951 82,541 83, 7ok
$229,246 $237,149 $252,368 $27h , Ol $321,847
(79,420) (85,060) (99,038) (115,628) (130,033)
$149,826 $152,089 $153,330 $159,316 $191,81k4
$320,9k45 $322,901 $341,751 $373,755 $hol, 260
$ 13,k21 $ 8,572 $ 9,630 $ 14,230 $ 11,885
10,801 12,017 11,938 14,569 18,549
32,977 33,813 35,757 43,348 37,173
(32,800) (33,600) (34,800) (42,500) (37,190)(3)
$ 2k,399 $ 20,802 $ 22,525 $ 29,647 $ 30,417
1,800 - pe “ &
6,003 - - _ &
$156,250 $156,250 $156,250 $187,500 $187,500
28,607 27,692(2) 26,826 25,771 24,859
105,377 120,784 138,528 132,678 163,590
(1,491) (2,628) (2,378) (1,842) (2,106)
$288, 743 $302,099 $319,226 $34k,108 $373,843
$320,945 $322,901 $341,750 $373,755 $4ol, 260

(2) $915,000 realized and transferred to earned surplus in 1953.
(3) As of November 30, 1956.



Summarized Consolidated Earnings (000's) (See Note)

WEYERHAEUSER TIMBER COMPANY

EXHIBIT . L4

Net Sales

Cost of Goods Sold and
Expenses
Depreciation and Depletion

Taxes other than Federal
Income Taxes

Total Operating Expenses

Operating Income
Other Income (Net) (1)

Net before Federal
Income Taxes

Federal Income Taxes
Net Income

Net Income per share of
Capital Stock (2)

% of Net Sales

Net before Federal Income
Taxes
Net Income

Estimated
1952 1953 1954 1955 1956
$260,001  $276,796  $262,497  $316,733  $326,791
179,138 193,035 183,008 210,817 N.A.
14,288 17,96k 18,099 22,491 2k ,996
8,410 9,005 8,751 10,786 N.A.
201,836 220,004 209,858 2l 094 236,544
58,165 56,792 52,639 72,639 90,2k47
3,91 __ 6,059 6,571 7,702 (11,315)
62,106 62,851 59,210 80, 341 78,932
25,400 26,100 23,700 31,100 26,495
$ 36,706 $ 36,751 $ 35,510 $ L9,k $ 52,437
157 1.48 1.43 1.98 ; 2,10
23.9 22.7‘ 22.6 25.4 24 .2
k.1 13.3 13.5 15.5 16.0

(1) Includes operating items.

(2) Adjusted for split in 1955.

Note:

Figures are ap reported.

They include for the years 1952

and 1953 the results of operations of Wood Conversion
Company (Distributed to stockholders in November 1953).



EXHIBIT 5
Effect of Various Exchange Ratio on Assets, Sales and Earnings
Applicable to K.C.-Eddy Ownership
(000 Omitted)

Pro-Forma Amounts of Combined Enterprise Applicable to K.C.-Eddy

Combined Ownership Based on Various Exchange Ratios
K.C.-Eddy  W.T. Total (Ratios Represent Aggregate Equities: W.T. to K.§.-Eddy)
(Actual) (Actual) (Pro-Forma) 3.15 el Ltol I tol 5.50WmT LT75tol E 1l S.25tel
Book Values
Net Worth $111,550  $367,052  $L78,602 $100,758 $95,720 $91,162  $87,019  $83,235 $79,767 $76,576
Net Current Assets 31,700 70,713 102,413 21,561 20,483 19,507 18,621 17,811 17,069 16,386
Net Fixed Assets 66,970 281,644 348,614 73,392 69,723 66,403 63,384 60,629 58,102 55, T8
Net Sales
1952-1956 Average 105,010 280,609 385,619 81,183 77,124 73,451 70,113 67,064 64,270 61,699
1956 Estimated 121,615 326,791 448, 406 9k, ko1 89,681 85,411 81,528 77,984 4,734 71,745
Net Income
1952-1956 Average 11,080 k2,129 53,209 11,202 10,642 10,135 9,67k 9,254 8,868 8,513
1956 Estimated 13,352 52,437 65,789 13,850 13,158 12,531 11,962 11,442 10,965 10,526
Net Income Adjusted for Depletion
1952-1956 Average 11,080 45,504 56,58k 11,911 11,317 10,779 10,287 9,840 9,433 9,053
1956 Estimated 13,352 57,662 71,014 14,950 14,203 13,526 12,912 12,356 11,8% 11,362
Dividends to K.C.-Eddy Ownership
1956 Total 2,981 (10 Mos.) 6,647 6,231 5,865 5,539 5,2k7 4,985 L, 748
Shares Issued for K.C.-Eddy(1) 6,646,736 6,231,315 5,864,767 5,538,947 5,247,423 4,985,052 4,747,669

Total Shares to be Outstanding(l) 31,571,995 31,156,674 30,790,026 30,464,206 30,172,682 29,910,311 29,672,928

K.C.-Eddy Ownership as % of
Combined Total

Valuation of K.C.-Eddy Ownership
Based on Price of 38 1/2 for W.T.
Stock Issued (2)

Price(valuation)Times 1956
K.C.-Eddy Earnings

21.05% 20.0% 19.05% 18.18% 17.39% 16.67%  16.0%

$255,899 $239,906 $225,794 $213,249 $202,026 $191,925 $182,785

19.17 17.97 16.91 15.97 15.13 14.37 13.69

(1) Based on 24,925,259 shares of W.T.Co.outstanding (after

(2) At this price (1/21/57) W.T.Co.stock was selling at
deducting treasury stock) at November 30, 1956.

18.3 times estimated 1956 earnings of $2.10 per share.



EXHIBIT - 6
PREMIUMS OVER MARKET PRICES AND RELATIVE EARNINGS RATIOS
IN CERTAIN RECENT MERGERS INVOLVING PAPER OR PAPERBOARD COMPANIES

Merger of Merger of Merger of Merger o.
Gaylord Owens - National Long-Bell
Continental Robert Crown Container Illinois Container International Lumber
Can Co. Gair Co. Zellerbach Corp. Corp. Glass Co. Corp. Paper Corp.
Date of Announcement June 28, 1956 June 30, 1955 May 11,1956 (2) February 13, 1956
Terms of Merger (Ratio) 0.8 sh. 1 sh. 2 sh. 3 sh. 1/4 sh.com.plus 1 sh. .65085 sh. (k4) T Eh,
: 1/5 sh.h% pfa.
Latest 12 Mos. Earnings
Date 6/30/56(1) 6/30/56 (1) 4/30/55 6/30/55(1) 6/30/56 6/30/56 12/31/55 12/31/55
Total Available to Common 31,909 8,715 33,130 7,116 25,981 9,234 82,185 1,613 (5)
Earnings per Share .12 2.92 3.00 2.83 L,25 2.43 7.54 2,92 45}
MARKET PRICES PER SHARE:
Date L4 Weeks Prior to
Announcement 5/31/56 5/2/55 4/13/56 1/17/56
High - Low 46 3/4-45 3/4 30 1/4-29 3/ 7T 1/4-76 T7/8 36 3/4-36 1/8 T2 3/L4-T1 1/2 27-26 1/L 11k 1/4-113 1/4 36 - 35 3/8
Eff. Exchange Price ' 37,40 §1.50 fa-}ﬁ (3) 7%‘§6
Premium over Mkt, Price 23. 40.1% Sl 106.5%
Mkt .Price (High)Times :
Earnings 11.8 10.4 25.8 13.0 Y p i 15,2 13.2 £5]
Exchange Price Times
Earnings 12.8 18.2 15.7 27.3 15)
Year to Date 2 weeks Prior
to Announcement To 6/14/56 To 6/16/55 To 4/27/56 To 1/31/56
High - Low . '50-39 1/ 34 1/2-28 5/8 79 1/2-55 Lo 1/4-32 80 -611/4 30 1/k-19 3/4 11k 7/8-108 37 3/4-35
Date of High 5/9/56 3/1k4/56 6/7/55 6/15/55 3/9/56 l+/26/56 1/3/56 1/9/56
Price Times Latest Earns., 12.1-9.5 11.8-9.8 26.5-18.3 14,9-11.3 18.8-14.4 2.4-8.1 15.2-14.3 13.9-12.9(5)
Date 2 Weeks Prior to
Announcement 6/14/56 6/16/55 4/27/56 1/31/56
High - Low b7-46 7/8 30 1/8-29 1/2 79 1/4-79 41 7/8-k1 1/2 72 3/4-72 1/2 30 1/8-27 3/h 110 1/2-108 37 1/2-36 1/4
Eff. Exchange Price 37.60 52.03 38.19 (3) 71.92
Premium over Mkt., Price 2k. 8% 26.2% 26.5% 91.8%
Mkt .Price (High) Times
Earnings o 1S 10.3 26,k 14.8 171 12,4 1T 13.8 (5)
Exchange Price Times Earns, 32:9 35T 9.7 26.4 (5)
Date of Announcement 6/28/56 6/30/55 5/11/56 2/13/56
High - Low 48 1/4-47 3/4 36 3/8 34 3/4 83 -811/2 sk -523/8 7 -151/2 35 -34 109 1/2-109 1/4 44 - 37 1/k
Price (High) Times Earns. 11.7 2.4 1.7 19.1 17.9 14k 1h.5 165.2 {5)
Eff. Exchange Price (at high) 38.60 59533 39.00 (3) Tl
Date 2 Weeks After Announcement 7/12/56 7/14/55 5/25/56 2/27/56

High - Low k7 3/8-47 1/4 35 5/8-3h 1/2 T 1/2-T6 7/8 49 7/8-49 5/8 T2  -68 3/h 3%  -33 117 7/8-116 1/2- 64 1/4-61 1/2



NOTES: (To Exhibit 6)

(1) Composite figure not published in this form.
(2) Announcement did not state exchange ratio.
(3) Assumes value of preferred stock is par (100).

(4) Relates only to Class A Common Shares which
were listed on NYSE, and excludes a contingent
interest in .03829 shares of Common Stock.

(5) Earnings exclude excess of equity in consolidated
net profits of the Lumber Company and subsidiaries
over dividends received which equalled $3,161,000
or $5.32/Class A Share in 1955.



Date of Announcement

Terms of Merger

Market Prices:
Date 2 weekd prior
to announcement

Date of Announcement

% Premium on Common of
Merged Company:
Date 2 weeks prior
to announcement

Merger of
Union
Carbide & Visking
Carbon Co. Corp.

September 18, 1956

1 share Union Carbide

for 2 1/2 shares Visking

122 1/h- 38 3/k-
120 1/2 38 1/h
117 3/k- 45 1/4-
11k 3/h 41 5/8

Based on High Sales Prices
Based on low Sales Prices

Date of Announcement

Based on High Sales Prices
Based on Low Sales Prices

26.2%
26.0

INDICATED PERCENT PREMIUM (DISCOUNT)
IN MARKET VALUE RESULTING FROM
CONVERSION RATIOS IN CERTATN

RECENT MERGERS

Merger of
Monsanto
Chemical ILion 0il
Co. Cos

July 21, 1955

1 1/2 shares Monsanto
for 1 share Iion Oil

50 7/8- 55 7/8-
L8 1/2 54 3/8

L6 3/k- 6 1/k-
bl 7/8 59 5/8

Merger of Merger of
Sunray “Mid-Continent Davison
0il Petrol W. R. Grace Chem.
Co. Corp. Co. Co.

March 11, 1955

1 sh. 4 1/2% Pfd.$25 par;
1/2 sh.5 1/2% Second Pfd.
$30 par, 3 shs. Common of
Surviving Corp.for 1 sh.
Mid-Continent Common

23 3/4- 101 3/k-
23 1/2 101 1/2
2k 1/4- 107 -

23 3/4 105

April 22, 1954

1.4 shares of Grace for
1 share Davison

31 7/8- 43 -
31 1/2 ko 1/2
32 - 4l 5/8-
31 3/8 43
3.8%
3.8
0.4%
2.0



Merger of
General Consolidated
Dynamics Vultee
Corp. Al reraft

EXHIBIT 6B

Merger of

Marchk 1, 1954

L/7 of 1 sh. of Gemeral
Dynamics for 1 share
Cornsolidated Vultee

39 1/4~ 21 3/8-
39 21

43 3/k- 22 1/2-
k2 1/2 21 3/h

Merger of _
Standard Pan
0il American
(Ind. ) Petroleum

February 9, 1954

JIT7 sh. Standard for
1 sh., Pan American

76 1/h-
75 1/8

78 3/h-
78 1/8

55 -
54 1/2

57 -
55 1/k

Unior BRag Camp
& Paper Mfg.
Corp. Co.

May 29, 1956

1.75 shs. Unior Bag for
1l sk. C

L2 7/8 Closing Price
h6(Bid)
(Nominsl Bid,
no asked)



Comparison of Various Paper and Paper Products Companies

1952 1953 195k 1955

High  Low High Low High Low High Low
Weyerhaeuser Timber Company (0.C.) :
Price Range WWEs 161/2 17T %A -131/2 B 16 3/4  Lk21/2 25 3/8
Reported Earnings $1.47 $1.48 $1.43 $1.98
Price X Reported Earnings 124 11.2 12.0 9.1 19.6 T 21.5 12.8
Price X Prev. Yr. Rep. Earns. 1154 10.3 12.1 9.2 18.9 1.3 29.7 % i 1, 4
Crown Zellerbach Corp. (NYSE)
Price Range 221/8 161/8 251/8 175/8 431/8 231/8 591/2 365/8
Reported Earnings $2.35 $2.32 $2.58 33,11
Price X Reported Earnings 9.4 6.9 WE . 7.6 16.7 9.0 19,1 11.8
Price X Prev. Yr. Rep. Earns. 8.5 6.2 10.7 7.5 18.6 10.0 23.1 1.2
International Paper Co. (NYSE)
Price Range L53/ 35 511/2 395/8 801/2 ko 7/8 1171/2 78 1/8
Reported Earnings 4, Th $5.84 $6.71 $7.54
Price X Reported Earnings 9.7 T 8.8 6.8 12.0 7 ok 15.6 10.4
Price X Prev. Yr. Rep. Earns. 8.8 6.8 10.9 8.4 13.8 8.5 17.5 11.6
WESt.Virginia Pulp & Paper Corp. (NYSE)
Price Range 21 18 25 3/4 17 1/4 k1 1/2 23 1/h k9 35
Reported Earnings $2.47 £2.77 $2.57 $3.08
Price X Reported Earnings 8.5 7.3 9.3 B2 16,1 9.0 15.9 11.4k
Price X Prev. Yr. Rep. Earns. T8 6.7 10.4 T+0 15.0 8.4 19.1 13.6
Lily Tulip Cup Corp. (NYSE)
Price Range 24 3/4 161/4 257/8 191/2 52 25 66 46
Reported Earnings $1.99 $2.29 $3.03 $3.40
Price X Reported Earnings 124 8.2 31,3 8.5 17.2 8.3 19.4 13:5
Price X Prev. Yr. Rep. Earns. 110 7.3 13.0 9.8 99,7 10.9 21.8 15.2

EXHIBIT T

1956
High Low
43 34 3/k
$2.10(est.)
20.5 16.5
1.7 17.6
69 7/8 50 1/8
$3.60(est.)
19.4 13.9
22.5 16.1
iy 1/2 98 1/2
$7.65(est.)
18.9 12.9
19.2 1%:1
63 L2 3/4
$3.40(est.)
18.5 12.6
20.5 13.9
64 Lo
$4.00(est.)
16.0 18.13
18.8 1.4

Close
Jan. 21, 1957
(1956 Earns.)

37 1/4=39 7/8
$2.10(est.)
18.3

sh 1/4
$3.60(est.)
15.1

101 1/k

$7.65(est.)
13.2

-

43 1/2
$3.40(est.)
12.8

-

51
$4.00(est.)
12.8



Eddy Paper Corp. (0.C.)
Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earms.

St. Regis Paper Co. (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Marathon Corp. (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Union Bag-Camp Paper Corp. {(NYSE)

Price Range

Reported Earniags

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Dixie Cup Co. (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Champion Paper & Fibre Co. (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

1952
High Low
150 130
$20.83
72 6.2
5l 4.6
21 1/k 16 3/4
$2.32
9.2 o
6.8 5.4
30 1/2 22 1/2
$2.18
14,0 10.3
9.3 6.8

16 5/8 1k 1/2
$2.08 /

8.0 7.0
6.2 5.4
39 29 1/2
$3.02

12.9 9.8

11.0 8.3

15 11 1/8
$1.91

T+9 5.8

T 5.2

1953 1954 1955
High Low High Low High Low
140 117 202 127 1/4% 240 185
$22.68 $19.43 $18.83
6.2 B2 10.4 6.5 12.7 9.8
6.7 5.6 8.9 5.6 12.4 9.5
235/8 17 1/4 b1 5/8 201/8 k9 3/h 33 5/8
$2.91 $2.62 $2.95
8.1 5.9 15.9 T 16.9 11.4
10.2 Tl 14.3 6.9 19.0 12.8
25 16 3/4 30 1/2 19 35 3/8 28
$1.55 $2.01 $2.51
16.1 10.8 15.2 9.5 1h.1 11,2
11.5 ¥ 19.7 12.3 176 13.9
161/2 12 3/4 25 ik 1/2 37 5/8 23
$1.86 $2.03 $2.68
8.9 6.9 12.3 Tl 4.0 8.6
7.9 6.1 13.4 7.8 18.5 1143
41 3/6 31 1/4  611/h ko 6+ 3/b 47 1/h
$3.55 $4.05 $4.39
311.8 8.8 15.1 9.9 .7 10.8
13.8 10.3 17.3 11.3 16.0 11,7
171/ 13 1/% 30 16 1/2 32 3/4 25
$2.07 $2.21 $2.87
8.3 6.4 13.6 T.5 11.4 8.7
9.0 6.9 1.5 8.0 14.8 11.3

1956
High Low
25 200
$20.38(est.)
_12.0 9.8
13.0 10,7
60 3/8 40 5/8
$3.50(est. )
173 11.6
20.5 13.8
48 1/h 29 3/k
$2.53
19.1 11.8
19.2 11.9
b7 1/2 31 3/8
$3.00(est. )
15.8 10.k
1.7 1.7
60 1/2 L9
$4.65(est.)
13.0 10.5
13.8 11,2
L5 29 1/2
$3.35(est.)
13.4 8.8
15.7 10.3

2.

Close
Jan. 21, 1957
(1956 Earns.)

252
$20.38(est)
12.4

o
W

3.50(est. )

o

29 3/k
$2.53
11.8

$3.00(est. )
11.3

50
$4.65(est. )
10.8

36
$3.35(est. )
10.7

-



Container Corp. of America (NYSE)

Priece Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Sutherland Paper Co. (NYSE)

Price Range

Reported Farnings

Price X Reported Barnings
Price X Prev. Yr. Rep. Earns.

Chesapeake Corp. of Virginia (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earus.

Mead Corp. (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earuns.

United Board and Carton Corp. (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Minnesota & Ontario Paper Ca. (NYSE)

Price Range
Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

_ 1952 __1953 1954 1955
_High = Iow High Low High  low High  TLow
8 7/8 € 3/8 9 Ti/8 17 1/8 81/2 20 15 1/4
$1.00 $0.99 $1.33 $1.52
8.9 6.4 9.1 T2 12.9 6.4 13.2 10.0
75 5.4 9.0 Tel 17.3 8.6 15.0 11.5
26 1/4% 22 1/4 32 25 50 30 1/2 58 3/b k1 3/h
$2.7h $3.25 $3.81 $3.30
9.6 8.1 9.8 TT 3.1 8.0 17.8 12,7
8.9 7.5 i P 9.1 154 9.4 15.4 11.0
7 1A Ik 1534% 125/8 2634 127/8 3538 211/
$2.30 $2. $2.41 $3.38
1.5 Bl y 6.0 ko 1% 5.3 10.5 6.4
k.0 3.3 6.8 5.5 12.6 6.1 k.7 8.9
131/8 101/2 1k 01/ 281/8 133/8 357/8 263/8
$2.31 $2.10 $2.22 $3.15
BT 4,5 6.7 4.9 2.7 6.0 11.4 8.4
5.6 .5 6.1 bk 13.k 6.4 16.2 11.9
17 1/2 13 16304 131/2 191/ 14 27 17 3/8
$2.55 $2.08 $1.65 $2.05
6.9 5.1 8.1 6.5 1. 8.5 13.2 8.5
6.4 4.8 6.6 5.3 9.3 6.7 16.4 10.5
14 10 3/8 ik 3/6 121/h 2k 1/k 2k 3/ 36 3/4 25 7/8
$2.03 $2.21 $2.36 $2.89
6.9 5.1 6T 545 10.3 6.3 387 9.0
6.6 k.9 T3 6.0 11.0 6.7 15.6 11.0

3

Close

1956 Jana 2L, 1957 -

High Low (5256 Earns. )

23 3/ 18 1/8 17 3/%
$1.75(est.) $1.75 (est)

13.6 10.4 10.1

15.6 11.9 .

52 1/2 35 1/2 36 1/2
$3.65(est.) $3.65 (est.)

lll'.ll- 907 lﬂ‘e

15.9 10.8 -

k5 3/k 29 3/8 29 7/8
$3.00(est. ) $3.00 (est.)

15.3 9.8 10.0

13.5 8.7 .

k11/2 31 3/ 3 7/8
$3.50{est. ) $3.50 (est)

11.9 9.1 10.0

13.2 10.1 "

28 5/8 21 1/2 20 1/2-21
$2.05 $2.05 (est.)

4.0 10.5 10.1

k.0 10.5 -

o 1/k 30 1/M 1/2
$3.25(est.) g;.zs{estg

13.0 9.3 9.7

1k.6 10.5 -



Container Corp. of America (NYSE)

Friee Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Sutherland Paper Co. (NYSE)

Price Range

Reported Farnings

Price X Reported Earnings
Price X Prev. Yr. Rep., Earns.

Chesapeake Corp. of Virginia (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earus.

Mead Corp. (NYSE)

Price Range

Reported Earnings

Price X Reported BEarnings
Price X Prev. Yr. Rep. Earns.

United Board and Carton Corp. (NYSE)

Price Range

Reported Earnings

Price X Reported Earnings
Price X Prev. Yr. Rep. Earns.

Minnesota & Ontario Paper Co. (NYSE)

Price Range
Reported Earnings

Price X Reported Farnings
Price X Prev. Yr. Rep. Earns.

_ 1952 _ 1953 1954 1955
_High  low High Low _High  Iow High Low
87/86 63/8 9 T8 17185 81/2. 26 15 1/4
$1.00 $0.99 $1.33 $1.52
8.9 6.4 g 7.8 12.9 6.4 13.2 10.0
75 5.4 9.0 Tul 17.3 8.6 15.0 1.5
26 1/4 22 1/4 3 25 50 30 1/2 58 3/b k1 3/k
$2.7h $3.25 $3.81 $3.30
9.6 81 9.8 TIT ; o [R5 & 8.0 17.8 12.7
8.9 7.5 o 5 R 9.1 15.4 9.4 15.4 11,0
17 /% 1k 15 3/ 12 5/8 26 3/4 12 7/8 35 3/8 211/2
$2.30 . $2.41 $3.38
T8 Bl T4 6.0 5 & P 53 10.5 .
k.o 3.3 6.8 5.5 12.6 6.1 o7 P 8.9
13 1/8 10 1/2 14 10 1/4 28 1/8 13 3/8 35 7/8 26 3/8
$2.31 $2.10 $2.22 $3.15
5T 4.5 6.7 4.9 1.7 6.0 11.4 8.4
5.6 4.5 Bl k. 13.k4 6.4 16.2 11.9
17 1/2 13 16 3/4 13 1/2 19 1/ 14 e7 17 3/8
$2.55 $2.08 $1.65 $2.05
6.9 5.1 8.1 6.5 T 8.5 13.0 8.5
6.4 4.8 6.6 5.3 9.3 6.7 16.4 10.5
14 103/8 1k3/A4 121/ 2h1/h 14 3/M4 3634 257/8
$2.03 $2.21 $2.36 $2.8
6.9 5.1 6.7 5.5 10.3 6.3 19T 9.0
6.6 k.9 T3 6.0 11.0 6:7 15.6 11.0

3.

Close
1956 Jana 21, 1957 -
High Low (_195_6 Barns. )
23 3/k 18 1/8 17 3/%
$1.75(est.) $1.75 (est)
13.6 10.4 10.1
15.6 11.9 -
52 1/2 35 1/2 36 1/2
$3.65(est.) $3.65 (est.)
14 .4 9.7 10.0
15.9 10.8 -
45 3/ 29 3/8 29 7/8
$3.00(est. ) $3.00 (est.)
15.3 9.8 10.0
13.5 8.7 >
b11/2 3 3/k 3 7/8
$3.50(est. ) $3.50 (est)
11.9 Bl 10.0
13.2 10.1 %
28 5/8 21 1/2 20 1/2-21
$2.05 $2.05 (est.)
1.0 10.5 10.1
1.0 10.5 A
bo1/k 30 1/h 1/2
$3.25(est.) gé 25 (est.)
13.0 9.3
14.6 10.5



,'I'.

Close
1952 1953 1954 1955 1956 Jan. 21, 1957
High Low High Low High Low High Low High Low (1956 Earns.)
Central Fibre Products Co. (C.C.)
Price Range(Voting Common Only) 36 22 23 1/2 213/4 26 20 1/2 321/2 261/2 331/% 261/h 27 3/4-28 3/k
Reported Earnings $6.10 $3.23 $3.19 $3.08 $3.12(est. ) $3.12(est. )
Price X Reported Earnings 5.9 3.6 7.3 6.7 8.2 6.4 10.6 8.6 10.7 8.4 8.9
Price X Prev. Yr. Rep. Earns. 6.1 3.7 3.9 3.6 8.0 6.3 10.2 8.3 10.8 8.5 -
Federal Paper Board (NYSE)
Price Range - " 21 1/8 15 1fe 3634 201/2 k1f2 29 36 7/8 29 3/k 34 1/k
Reported Earnings $3.37 $3.01 $k.0L $3.55 $l.60(est. ) $4.60(est. )
Price X Reported Farnings - - 7.0 5al 9.2 Sel 11.4 8.2 8.0 645 y 2
Price X Prev. Yr. Rep. Earns. - - 6.3 k.6 1z.2 6.8 10.1 Tl 10.4 8.4 -

Note: Per share earnings and price ranges adjusted where necessary to reflect
splits and significant stock dividends during the period.



A. Price X Reported Earnings for Year
Weyerhaeuser
Eddy
% Weyerhaeuser above Eddy
B. Price X Previous Year's Reported
Barnings
Weyerhaeuser
Eddy
% Weyerhaeuser above Eddy
C. Mean of High and lLow Ratios of A and B

Weyerhaeuser
Eddy

% Weyerh.euser above Eddy

Relationship of Price X Earnings Ratios of
Common Stocks of Weyerhaeuser Timber Company

" and Eddy Paper Company
(See also Exhibit 7)

1952 1953 1954
High Low High Iow High Low
12,4 1.2 12.6 9 19.6 .7

o 6.2 6.2 5.2 10.4 6.5
72% 81% k% 759 88%  83%
g i T 10.3 18,8 0.8 18.9 3.3
5.4 L 6.7 5.6 8.9 5.6
111% 1249 81% 64 112%  102%
11.9 10.75 12.05 9.15 19.25 11.5
6.1 5.4 6.45 5.4 9.65 6.05
95% 99% 87%  69% 9%  90%

EXHIBIT 7B

1955

21.5
12,5

69%

29.7
18k

140%

255
12.55

103%

Low

12.8
9.8

31%

17.7
9.5

869

15.25
9.65

58%

Close
Jan. 21, 1957
1956 (1956 Earns.)
Hgh Iow
20.5 16.5 18.3
12.4 9.8 12.4
1%  68% L8%
21.T 17.06
13.0 10.7
67%  64%
21.1 17.05 18.3
12.5 10.25% 12.4
69% 66% L8%



RETLATIONSHIP OF CURRENT MARKET
PRICES TO HISTORICAL FRICE RANGES

Year

Low
Weyerhaeuser Timber Company 1953
Crown Zellerbach Corp. 1952
International Paper Co. 1952
West Virginia Pulp & Paper Corp. 1953
Lily Tulip Cup Corp. 1952
Eddy Paper Corp. 1953
St. Regis Paper Co. 1952
Marathon Corp. 1953
Union Bag-Camp Paper Corp. 1953
Dixie Cup Co. 1952
Champion Paper & Fibre Co. 1952
Container Corp. of America 1952
Sutherland Paper Co. 1952
Chesapeake Corp. of Virginia 1953
Mead Corp. 1953
United Board & Carton Corp. 1952
Minnesota & Ontario Paper Co. 1952
Central Fibre Products Co. 1954
Federal Paper Board 1953

% January 21, 1957

(see also Exhibit T)

High

1956
1956
1956
1956
1955

present

1956
1956
1956
1955
1956

1956
1355
1956
1956
1956

1956
1952
1955

EXHIBIT 7C

% Decline from
High to Present*

10.5%
22.4
29.9
31.0
2.7

+2.9 over 1956
high

28.8

38.3

28.4

22.8

20.0
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RELATTONSHIP OF CURRENT MARKET
PRICES TO HISTORICAL FRICE RANGES

Year

Low
Weyerhaeuser Timber Company 1953
Crown Zellerbach Corp. 1952
International Paper Co. 1952
West Virginia Pulp & Paper Corp. 1953
Lily Tulip Cup Corp. 1952
Eddy Paper Corp. 1853
St. Regis Paper Co. 1952
Marathon Corp. 1953
Union Bag-Camp Paper Corp. 1953
Dixie Cup Co. 1952
Champion Paper & Fibre Co. 1952
Container Corp. of America 1952
Sutherland Paper Co. 1952
Chesapeake Corp. of Virginia 1953
Mead Corp. 1953
United Board & Carton Corp. 1952
Minnesota & Ontario Paper Co. 1952
Central Fibre Products Co. 1954
Federal Paper Board 1953

* January 21, 1957

(Ssee also Exhibit T)

High

19556
1956
1956
1956
1955

present

1956
1956
1956
1955
1956

1956
2920
1956
1956
1956

1956
1952
1955

EXHIBIT 7C

% Decline from
High to Present*

10.5%
22.4
29.9
31.0
2

+2.9 over 1956
high

28.8

38.3

28.4

22.8

20.0
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L)
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WEYERHAEUSER TIMBER COMPANY

Tacoma, Washington

March 22, 1957
To the Shareholders .

of Weyerhacuser Timber Company:

The Directors of WEYERHAEUSER TiMBER Company, KieckHEFER ConTAINER Company, and Tue Epbpy
ParEr CorPORATION have approved an Agreement and Plan of Merger which, if also approved by the share-
holders of the three companies, will result in the merger of the latter two companies into Weyerhaeuser Timber
Company. The Plan of Merger provides that Weyerhaeuser Timber Company will continue as the surviving
corporation under its present name.

You will find attached a Notice of Special Meeting of Sharcholders to be held on April 22, 1957, to take
action with respect to the proposed merger, and a Statement of Information describing the three companies and
the Plan of Merger.

It is the basic policy of your Company so to manage its lands that they shall provide a continuous supply
of wood for the future and to utilize the wood crop therefrom in the most efficient and complete manner practi-
cable. Intensive reforestation and sound conservation practices are thereby made economically feasible.

Your Board of Directors has concluded that to carry out this policy, greater emphasis should be placed
upon the manufacture of forest products other than lumber—particularly pulp and paperboard; and that in
furtherance of this objective, the Company should engage in the conversion of these latter products into shipping
containers, cartons, and other forms of packaging, the demand for which is likely to continue to increase for
many years as a consequence of the country’s mass production and distribution system. Your Directors believe
the proposed merger would be an effective step towards attaining the objective of more complete utilization of
your Company’s wood crop.

Kieckhefer is engaged principally in the production of corrugated shipping containers, milk cartons, and
bleached and unbleached paperboard. It operates nine converting plants producing corrugated shipping and
solid fibre containers and ten converting plants producing milk cartons, located in various areas of the United
States, and owns one small containerboard mill in New Jersey. North Carolina Pulp Company (wholly owned
by Kieckhefer and Eddy) owns a kraft pulp and paperboard mill located in North Carclina and approximately
400,000 acres of timberlands located principally in that state.

Eddy is engaged in the production and sale of corrugated shipping containers, boxboard, and folding cartons,
mainly in the midwest section of the United States. Eddy and its subsidiaries operate eight converting plants
producing corrugated shipping containers and two converting plants producing folding cartons. In addition
to its interest in North Carolina Pulp Company, it owns one small boxboard mill in Michigan. Eddy owns no
timberlands.

Kieckhefer and Eddy, after many years of work and large expenditures, have developed facilities, experience,
know-how, and customer good will which would require your Company many years to establish. They mect
especially well the requirements of your Company for carrying out its policy of efficient crop utilization.

Your Directors recommend that you cast your vote in favor of the merger.

Very truly yours,

F. K. WEYERHAEUSER
President



WEYERHAEUSER TIMBER COMPANY

Tacoma Building

Tacoma, Washingron

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS TO BE HELD
April 22, 1957

Notice Is HEreEBY GIVEN that a special meeting of the shareholders of WEYER-
HAEUSER TiMBER CoMPaNY will be held at the office of the Corporation in the Tacoma
Building, Tacoma, Washington, on April 22, 1957, at 11:00 o’clock A.M., Pacific Standard
Time, for the following purposes:

1. To consider and act upon a plan of merger of Kieckhefer Container Company,
a Delaware corporation, and The Eddy Paper Corporation, an Illinois corporation,
into Weyerhaeuser Timber Company, a Washington corporation, including certain
amendments of the Articles of Incorporation and By-Laws of the Corporation, as
summarized in the Statement of Information accompanying this notice and as set
forth in Exhibit A thereto; and

2. To transact such other business as may properly come before the meeting or any
adjournment or adjournments thereof.

The Board of Directors has fixed the close of business on March 20, 1957 as the record
date for the determination of the shareholders of the Corporation entitled to notice of and
to vote at the special meeting or at any adjournment or adjournments thereof.

By order of the Board of Directors,

George S. Long, Jr.,
Secretary
Dated: March 22, 1957

The favorable vote of the holders of two-thirds of the outstanding shares of the Corpo-
ration is required for approval of the proposed merger. Accordingly, if you are unable to
attend the meeting please complete, sign and date the accompanying proxy and mail it
promptly in the enclosed envelope.



WEYERHAEUSER TIMBER COMPANY

STATEMENT OF INFORMATION, SPECIAL MEETING OF SHAREHOLDERS

April 22, 1957

This Statement is being sent to you in connection with the solicitation by the management of proxies to
be voted at a special meeting of shareholders. The time and location of such meeting and the record date
for the determination of shareholders entitled to notice of and to vote at such special meeting are set forth
in the accompanying Notice of Special Meeting of Shareholders. At the meeting the shareholders will be
asked to consider and act upon the proposed merger of Kieckhefer Container Company (Kieckhefer) and
The Eddy Paper Corporation (Eddy) into Weyerhaeuser Timber Company (Weyerhaeuser), including certain
amendments of the Artieles of Incorporation and By-Laws of Weyerhaeuser hereinafter mentioned. A person
giving a proxy may revoke it at any time prior to its exercise. Each of the common shares of Weyerhaeuser
outstanding at the close of business on March 20, 1957 will be entitled to one vote.

PROPOSED MERGER

The respective boards of directors have approved a plan of merger of Kieckhefer and Eddy into Weyer-
haeuser, with the latter to be the surviving corporation. The plan of merger is summarized herein and is set
forth in the Joint Agreement and Plan of Merger, attached hereto as Iixhibit A, which provides for the merger
under the laws of Delaware, Illinois and Washington. Each of such companies has also entered into a Mem-
orandum of Agreement, dated March 20, 1957, which is summarized herein and a copy of which is attached
hereto as Exhibit B. Approval of the merger requires the affirmative vote of the holders of at least two-thirds
of the common shares of each of the three companies.

Conversion of stock

Under the Joint Agreement and Plan of Merger Weyerhaeuser will increase the authorized number of its
common shares to 31,000,000. On the effective date of the merger:

(i) Each common share of Weyerhaeuser then outstanding or in its treasury shall continue unchanged
as a common share of the surviving corporation.

(i1) Each common share of Kieckhefer then outstanding shall be converted into 148 common shares
of the surviving corporation.

(iii) Each common share of Eddy then outstanding shall be converted into 10 common shares of
the surviving corporation.

However, on the effective date of the merger each common share of any one of the merging companies then held
by either of the other merging companies and each share of Eddy then held in Eddy’s treasury shall be can-
celled and retired, and no shares of the surviving corporation shall be issued in respect thereof.

1



Effectiveness of Merger and Exchange of Stock Certificates

The merger will become effective upon the filing and re_cording of t}}e Joint Agreement and' Plan offMerger
with the proper authorities in the states of Delaware, Illinois and Wa:-shmgton. Hoic%ers of certificates for C?T-
mon stock of Kieckhefer and Eddy may thereafter exchange such certificates for certificates for the appropria 3
number of common shares of Weyerhaeuser. Dividends payable on common shares of Weyerhaeuser rf.zpresentfe
by common stock certificates of Kieckhefer or Eddy will be paid only upon the surrender of such certificates for

exchange.

Capitalization of Kieckhefer, Eddy, Weyerhaeuser and the Surviving Corporation

The following table shows, as of December 31, 1956, the capitalization of each of the three companies
and, pro forma, of Weyerhaeuser as the surviving corporation, giving effect to the merger:

Outstanding
Before Merger After Merger

Kieckhefer—
Common stock, without par value; authorized 30,000 shares .. . 29,889 None
shares
Eddy—
3149, Notes payable to Kieckhefer..............ccovvvvnnnns $6,900,000 None
Common stock, without par value; authorized 200,000 shares. . 181,415 None
shares(1)
R i alue $7.50 h thorized
ghares, par value $7.50 per share; authoriz
00213‘511333000 :;easres(lf)i) .................................... 24,921,299 30,319,303

shares(2) shares(2)(3)

(1) Excluding 8,634 shares held by Eddy in its treasury. Of the 181,415 outstanding shares, 26,090 shares (14.4%) were
owned by Kieckhefer.

(2) Excluding 78,701 shares held by Weyerhaeuser in its treasury, of which 67,581 shares were f'eserved for sale upon extf;;-
cise of stock options granted to certain of its officers and employees. The merger will have no effect upon the

rights of holders of options. .
(3) Giving effect to the purchase by Weyerhaeuser of shares as set forth below under “Agreemer'lt Relating to Stock
Purchases by Weyerhaeuser.”” Such shares are excluded from the total shares to be outstanding.
(4) The Joint Agreement and Plan of Merger will increase the authorized common shares of Weyerhaeuser from 25,000,000
to 31,000,000.

Description of Common Shares of the Surviving Corporation

Holders of common shares of Weyerhaeuser, the surviving corporation, are entitled to (a) {%wulilends w?er;
and as declared by the Board of Directors, (b) one vote per share, ar_ld (e) egua._l pro rata ng};}té-s in the e_x;t;i 20
liquidation. There are no preemptive or conversion rights, redemption or sinking fund prowsmx;ih orri - s ;
cumulate votes for the election of directors. All issued and optstandmg common shares are fully Fa%f an
non-assessable. The foregoing statement is subject to the Articles of Inc(?rporatlon and By-Laws of Weyer-
haeuser and to the applicable statutes and other law of the State of Washington.

Agreement Relating to Stock Purchases by Weyerhaeuser

haeuser has agreed to purchase
Under an Agreement of Purchase and Sale, dated March 20, 1957, Weyer

from czrta,in shafgholders of Kieckhefer and Eddy and such shareholders have agreed to sell to Weyerhagl(lis;r
(1) an aggregate of 2,576 common shares of Kieckhefer at $5,328 per share and 19,757 common ghares of ‘ t.i
at $360 per share, or (2) at the election of Weyerhaeuser, the 578,818 common shares of Weyerhaeuser In

2

which those shares of Kieckhefer and Eddy would be converted upon the effective date of the merger at $36
per share. The selling shareholders and the number of shares which they have agreed to sell are as follows:

Common shares of Equivalent in
Weyerhaeuser
Selling shareholder Kieckhefer Eddy common shares

E. L. Walker, members of his family and trustees of

trusts created for the benefit of members of his

FAMELY © + e ettt 2,576 5,769 438,938
Trustees of the Kieckhefer Container Company and

North Carolina Pulp Company Employees’ Profit

Sharmg Planc. bbb samy b Pals sus sl snn sa — 7,577 75,770
Trustees of The Eddy Paper Corporation and Roch-
ester Folding Box Company Employees’ Profit
Sharing Plan..........cooiiiiiiiiiiiiiinnnnns —_ 6,411 64,110
2,576 19,757 578,818

Mr. E. L. Walker is a director and officer of Kieckhefer and a director and officer of Eddy. Certain directors
and officers of Kieckhefer and of Eddy are trustees of and certain of them are among the beneficiaries under the
respective Employees’ Profit Sharing Plans of Kieckhefer and of Eddy named above as selling shareholders.

AMENDMENTS OF ARTICLES OF INCORPORATION AND BY-LAWS OF WEYERHAEUSER

The Articles of Incorporation of Weyerhaeuser will be amended by the Joint Agreement and Plan of
Merger (1) to increase the number of authorized shares from 25,000,000 to 31,000,000, (2) to provide that
Weyerhaeuser may purchase, hold and sell its own shares, and (3) to state the terms and conditions upon
which the authorized and unissued shares of Weyerhaeuser may be issued, including provisions that such
shares may be issued for such consideration in property as the Board of Directors shall determine, without
first offering such shares to the shareholders, or for such consideration in cash or services as shall be deter-
mined by the shareholders or by the Board of Directors acting under authority hereafter conferred by the
shareholders. These terms and conditions, which are identical to those formerly contained in the Articles of
Incorporation when Weyerhaeuser had authorized but unissued shares, are set forth in Article Two of the

Joint Agreement and Plan of Merger as part of Article III of the Articles of Incorporation of Weyerhaeuser,
as amended.

The Joint Agreement and Plan of Merger also provides for an amendment to Article III, Section 1 of
the By-Laws of Weyerhaeuser to increase the authorized number of directors from 13 to 15 and for including
H. M. Kieckhefer and R. H. Kieckhefer as directors of the surviving corporation, together with the present
directors of Weyerhaeuser.

COMPARATIVE FINANCIAL INFORMATION

Summaries of Consolidated Income

The following summaries of consolidated income of Kieckhefer Container Company, The Eddy Paper
Corporation and Weyerhaeuser Timber Company, for the five years ended December 31, 1956, have been
examined by Arthur Andersen & Co., independent public accountants, whose opinion with respect thereto
appears elsewhere herein. The summaries of consolidated income should be read in conjunction with the
financial statements and notes thereto included elsewhere herein. Unaudited pro-forma combined summaries of
consolidated income of the three companies for the five years ended December 31, 1956, also follow.

3



SUMMARIES OF CONSOLIDATED INCOME
(000’s Omitted)

Year Ended December 31
KIECKHEFER AND SUBSIDIARY— 1952 1953 1954 1965 1956
Gross sales, less discounts and allowances........ $ 54,209 $ 64,836 $ 65,629 $ 78,212 $ 86,520
Other income (net) . . ....oivuieieinnanneoens 742 703 907 1,250 1,536
Cost of sales and expenses..........ccooeeeonns 38,271 48,415 50,334 59,030 67,002
Provision for taxes on income.................. 10,698 11,329 8,869 10,412 10,955
Minority interest. .........coviiieiiiiiinn, — — — 313 412
Neb INCOME. o v v oevreieeceninnnaeneenns 6,072 5,795 7,333 9,707 9,687
Per common share:
Nt TRCONAO. . s5505 5aim & s Laers e & wioes w xerm s $205.96 $ 196.53 $ 248.69 $ 324.78 § 324.11
DAvIAendS. ..o o o v wems S 8 g G ¥ i 24.00 24.00 24.00 24.00 27.00
EDpDY AND SUBSIDIARIES—
Gross sales, less discounts and allowances........ $ 40,908 $ 44,249 $ 43,481 § 44,770 % 45,950
Other income (Met) . . o.voviiininin e nns 224 682 315 207 (39)
Cost of sales and expenses. . .......cooveneaeennn 32,651 36,208 36,889 37,862 37,825
Provision for taxes on income.................. 4,952 4,880 3,615 3,700 4,220
IOt GO, & swws wams s visis wamsie s aas o e s w0 3,529 3,843 3,292 3,415 3,866
Per common share:
Netb Ineome. .. covvrrvneereernneeensaness $ 20.83 $ 22.68 $ 19.43 $ 18.82 § 21.31
Dividends. .. ovvv it 12.00 12.00 12.00 12.00 14.00
WEYERHAEUSER AND SUBSIDIARIES*—
Gross sales, less discounts and allowances........ $239,536 $257,516 $262,497 $316,733 $324,129
Other income (net). . ....oovivivienninenan. 5,044 6,682 6,571 7,702 7,405
Cost of sales and expenses. .......ccviiininnnnn 183,605 201,399 209,262 243,107 253,756
Provision for taxes on income. ........ocvvuens 24,799 26,457 24,296 32,087 26,331
Net INCOME. « oo vvveevreaernrineesanesnnnsnns 36,176 36,342 35,510 49,241 51,447
Per common share:**
Ot THOOTNG 25a 3 s sk S/aaes Sseas save s wussin $ 145 $ 1.46 § 1.43 $ 1.98 § 2.06
Dividends........... L e —— .625 .625 .75 1.00 1.00

*Excluding 1952 and 1953 results of operations of Wood Conversion Company, a former subsidiary; Weyerhaeuser’s interest
in this company was distributed to its shareholders on November 30, 1953.
**Adjusted to give effect to the 4-for-1 stock split on December 30, 1955.

UNAUDITED PRO FORMA COMBINED SUMMARIES OF CONSOLIDATED INCOME
OF MERGING COMPANIES*

Year Ended December 31
1952 1953 1964 1956 1956
Gross sales, less discounts and allowances . ........ $329,318 $353,295 $359,357 $425,787 $435,069
Other inCome (Net) . « .« .. vvvvennnnnneeeeeeee 5,072 7,129 6,855 8,221 7,912
Cost of salesand expenses. . .........coooviniennn 249,178 273,011 284,227 325,972 337,332
Provision for taxes onincome. . ........coveeeenn. 40,124 42,341 36,455 45,874 41,181
Net INCOME . .. ove e v iiieenrrecerannssrsaeanins 45,088 45,072 45,530 62,162 64,468
Net income per share (based on 30,319,303 shares).. $1.49 $1.49 $1.50 $2.05 $2.13

*Adjusted to eliminate intergroup sales, purchases, ete.

Market Prices of Common Shares of Weyerhaeuser and Eddy

The high and low sales prices (as reported by The Commerciai and Financial Chronicle) of the common
stock of Eddy on the Midwest Stock Exchange since January 1, 1955, and the range of the bid prices of
the common shares of Weyerhaeuser in the over-the-counter market (as reported by The National Quotation
Bureau Inc.) since January 1, 1955, are set forth below:

Weyerhaeuser— &

Bid Prices (1) High Low
1955 First Quarter. . . ... ... . e 28542534 210 185
Sec-ond Quarter. ... ... ... i 32 -2814 208 196

Third QUATEET. ... oo oo 3734-31Y4 240 20114
Hourth Quarber. . : cuu u swn was vawa sy vy s e s s 4254-3214 220 200
1956 First QUBTEET v v wars cwsis s & s 3w Ses s W sniis s 43 3734 240 200
Seqond oy ey 42143814 245 220
Third Quarter...............o it 4234-3714 243 237
F?urth Quarter. ..ot 3814-3414 24814 234
1957 First Quarter (through March 13,1957).................. 3814-34 350 246

(1) Adjusted to give effect to the 4for-1 stock split on December 30, 1955.

As of March 13, 1957 the last sale price of the common stock of Eddy on the Midwest Stock Exchange
(March 8) was $315 a share and the reported bid price of the common shares of Weyerhaeuser in the over-the-
counter market was 3434.

The common stock of Kieckhefer is not publicly quoted or traded.

BUSINESS OF KIECKHEFER

1923Kieckhefer Container Company was incorporated under the laws of the State of Delaware on December 21,
, as successor to a business originally established about 1900. Principal executive offices are locat
7200 Westfield Avenue, Pennsauken, N. J. et

Kieckhefer, together with its subsidiary North Carolina Pulp Company (owned 809, by Kieckhefer and
20% !Jy Eddy and a wholly-owned subsidiary), is engaged principally in the production and sale of corrugated
sl}lpplng cc_»nta,iners, milk cartons, and bleached and unbleached paperboard. For the year 1956, sales of ship-
ping containers accounted for approximately 50%, sales of milk cartons accounted for approximately 349, and

saies of paperboard (principally to Eddy) accounted for approximately 169, of Kieckhefer’s total consolidated
sales.

Production and Properties

A !sraft pulp and paperboard mill, located at Plymouth, N. C., has a present annual productive capacity of
fa.ppromrpately 450,000 tons of paperboard, having been substantially expanded in 1955 and 1956 through the
installation of a new 700 tons per day linerboard machine and the removal of a smaller old machine.

Kieckhefer has a j}lte paperboard mill at Delair, N. J., with an annual productive capacity of approxi-
mately 80,000 tons, which supplements the paperboard production of the Plymouth mill.

Substantially all of the bleached board produced by the Plymouth mill, together with purchases of bleached
board from others, is used by Kieckhefer in production of its milk cartons. Substantially all of the unbleached
containerboard produced by the Plymouth and Delair mills, supplemented by purchases, is used by Kieckhefer
or sold to Eddy for the production of shipping containers. ,
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Figures of production, purchase, usage and sale of paperboard by Kieckhefer for the past five years were
as follows (in tons):

1952 1953 1954 1955 1956
Unbleached Containerboard
Ii’roduced ............................... 218,448 242,874 234,968 256,929 205,794
Pruirchased. : cou s soms wine s s enres i e e 16,594 41,129 43,684 46,726 70,523
Total Produced and Purchased.......... 235,042 284,003 278,652 303,655 366,317
4
Clonsumedill coe e e aioisomsion o bonmd G833 i 5 162,515 191,606 197,059 230,374 228,90
Soldto Eddy . ..o 48,683 59,523 51,219 61,213 106,878
Soldto Others. . ...oovvvenenniinnnnnann 25,255 29,991 22,377 27,008 20,218
Total Consumed and Sold. ............. 236,453 281,120 270,655 318,595 356,000
Bl%i-%}él%igl??q ........................... 63,481 60,951 63,598 66,599 72,612
Purchased. .. ..ooviinnerieeinanianns 3,953 26,105 32,004 36,640 45,973
Total Produced and Purchased.......... 67,434 87,056 95,602 103,239 118,585
ClonEBBH: wup s e s smm = s wisne s 55,886 58,305 64,007 92,786 105,048
Rold &0 By samisies swos aee s v s 7,560 12,881 16,363 569 —
Loldt0 OhErs. &« vs svs s s s cwns oms o o 5,388 18,367 14,082 7,676 11,880
Total Consumed and Sold. . ............ 68,834 89,553 94,452 101,031 116,928

Kieckhefer operates shipping container and milk carton plants throughout the United States, strategically
located to serve markets where there is a large demand. Generally speaking, the shipping contame? plants are
along the Eastern, Gulf and Pacific Coasts and the milk carton plants are located throughout the United States.

Kieckhefer owns and operates 9 converting plants producing corrugated ar}d solid f?bre shipping contain-
ers, with aggregate floor area of approximately 1,450,000 square feet, at the following locations: Westbrook, Me.;
Baltimore, Md.; Delair, N.J.; Parkersburg, W.Va.; Tampa, Fla.; Ne“‘f O'rleans, La_,.; Alameda an'd Colton,
Calif.; and Yakima, Wash. These plants together in 1956 produced shipping containers representing about
2,850 million square feet of containerboard.

Kieckhefer also operates 10 converting plants producing milk cartons, with aggregate floor area of approxi-
mately 675,000 square feet, as follows: Camden, N.J.; Jacksonville, Fla.; Seymour, Ind.;_Carpentersvﬂl.e, -Ill.
(under construction); Three Rivers, Mich.; Hastings, Neb.; Garland, Tex.; Salt Lake Cli_:y, Utah; Wh}ttler,
Calif.; and Vancouver, Wash. All of these milk carton plants are owned by Kieckhel."er, _mth the exception of
the Three Rivers plant which is leased from Eddy and the Salt Lake City plant which is leased from others.

While most of the paperboard requirements for Kieckhefer’s converting plants is.obtained from the
Plymouth and Delair mills, Kieckhefer purchases some paperboard from others (including Weyerhaeuser),
particularly for its West Coast plants.

In addition to its manufacturing facilities Kieckhefer operates owned warehouses at MecAllen and Houston,
Tex. and at San Jose, Calif., and a leased warehouse at Los Angeles, Calif.

Sales offices for both the milk carton and shipping container divisions are maintained in each of such
divisions’ plants and, for the shipping container division, also at New York City and Buffalo, N.Y.; San Fran-
cisco and Los Angeles, Calif.; Seattle, Wash.; and Malden, Mass.

Approximately 406,000 acres of timberlands are owned in connection Wit.h th(? Ply.mc.)u_th kraft pulp and
paperboard mill. Most of this acreage is in North Carolina with minor portions in Vlr'gmia.. and Maryland.
Kieckhefer estimates that approximately 355,000 of such acres are covered principally with pine, 38,000 acres
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are covered principally with hardwoods, and 13,000 acres are presently untimbered. Kieckhefer estimates
that present annual growth on these lands amounts to approximately 418,000 cords. Most of the pulpwood

requirements for the Plymouth mill are presently purchased from others and only a minor portion is harvested
from owned timberlands.

Substantially all of Kieckhefer’s milk carton production has been manufactured and sold under the
name “Pure-Pak,” pursuant to a non-exclusive license from Ex-Cell-O Corporation. Kieckhefer is one of four
companies presently licensed to produce Pure-Pak milk cartons in the United States. Under its license arrange-
ment, Kieckhefer pays a royalty of 29, of its net sales of Pure-Pak milk cartons. In addition, Kieckhefer pres-

ently pays to Ex-Cell-O an advertising allowance of 5¢ per 1,000 cartons for use in the promotion of Pure-Pak
cartons.

Sales and Distribution

Consolidated sales (before deduction of sales discounts) of Kieckhefer for the past five years, by principal
products, are summarized below (in thousands of dollars):

Shipping Milk
Containers Cartons  Paperboard Total
BB s cieine memense s wisests ssssi o) st o) S¥eks | eAEEE SHEESS neRSEe Sany $31,965 $13,541 $ 9,340 $54,846
YO58 s v s v svss s % e Swinm SWUEE RUE SRS SRR B 36,737 14,444 14,285 65,466
DOBL 00 vonn vom s 5656 Tam s Sah BED s Yas s e 37,030 16,696 12,559 66,285
I0080: vens son 5 065 1504 2% v iRl E R Tedi isiad im 42,625 25,449 10,924 78,998
R 5 43,678 29,434 14,206 87,318

Sales of both shipping containers and milk cartons are made direct to customers by Kieckhefer’s own
sales force of approximately 100 salesmen. In the case of milk cartons, customers are principally dairies.
Shipping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Kieckhefer estimates that it presently accounts for approximately 39, of the United States
corrugated shipping container business. Although reliable figures are not available for the industry, Kieckhefer
estimates that it may presently account for as much as 209, of the total United States milk carton business.

Recent Developments

During the five years 1952-1956, inclusive, Kieckhefer expended approximately $42,600,000 for new
plants and properties, including timberlands, and for the expansion and modernization of existing plants and
facilities, the principal items of which follow:

Purchase of timberlands.........coiiiiiiiiiir it it ittt $10,900,000
Plant additions (including new paper machine) at Plymouth pulp and

PAPEIDORTAIIILL 5 s ol snis Walens sovves Soebas srvi, skt S SrCaY soEETyRTRALE ST 17,400,000
Nine new converting PIANGS. ... s v o smw smiws s dos suiss sews das 5 s sl 11,900,000

During the same five-year period Kieckhefer made retirements from its gross property account of ap-
proximately $3,400,000.

Relationship with Eddy

For many years there has been a close relationship between Kieckhefer and Eddy. Kieckhefer owns
26,090 shares (14.4%,) of Eddy’s outstanding common stock and certain members of the Kieckhefer family
also have substantial stockholdings in Eddy. Eddy is in the shipping container and folding carton businesses
with plants located principally in the Midwest section of the United States. Kieckhefer and Eddy have,
for many years, followed the practice of selling shipping containers for each other, on a commission basis,
where orders or parts of orders received could be handled more economically by the other company. In 1954
Eddy purchased from North Carolina Pulp Company for $17,000,000 cash, 1,000 shares (a 20%, stock interest)
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of North Carolina Pulp. These funds were used by North Carolina Pulp for expansion of the Plymouth mill.
Eddy has a contract to buy from North Carolina Pulp a major portion of Eddy’s requirements for paperboard,
on a cost-plus basis.

In connection with Eddy’s purchase of North Carolina Pulp shares, Kieckhefer loaned to Eddy $11,000,000.
At December 31, 1956, this loan had been reduced to $6,900,000.

Directors and Officers
The following are the directors and officers of Kieckhefer:

J. W. Kieckhefer Director; Chairman of Board
H. M. Kieckhefer Director; President
J. A. Auchter Director; Vice-President; Assistant Treasurer;
Assistant Secretary
C. H. Carpenter Director; Vice-President
8. B. Clark Director; Vice-President
R. H. Kieckhefer Director
W. F. Kieckhefer Director; Treasurer; Secretary
E. L. Walker Director; Vice-President
D. C. Will Director; Vice-President
V. D. Donahue Vice-President; Comptroller
L. G. Lea Vice-President
J. W. Seeger Vice-President
Shareholders

As of March 13, 1957 there were approximately 110 shareholders of Kieckhefer. The outstanding 29,889
shares of common stock are owned largely by various individual members of or trusts for members of the
Kieckhefer family. Certain of the foregoing are holders of more than 109} of the outstanding common stock.

Employees

As of December 31, 1956 Kieckhefer and its subsidiary had a total of approximately 4,000 employees.
Most of the plant employees are members of unions. Kieckhefer believes that its relations with its employees
are generally satisfactory.

BUSINESS OF EDDY

The Eddy Paper Corporation was incorporated under the laws of the State of Illinois on NoYember 14,
1922, as successor to Eddy Paper Company which had originally been established in 1906. Its principal execu-
tive offices are located at 919 N. Michigan Avenue, Chicago, IlL.

Eddy and its two wholly-owned subsidiaries, Rochester Folding Box Company _and Gere}ce-Allen Carton
Company, are engaged principally in the production and sale of corrugated shipping containers, boxhoard,
and folding cartons, principally in the north Midwest section of the United States. For the year 1956, sales of
shipping containers accounted for approximately 759, of Eddy’s total sales.
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Production and Properties

Eddy owns a boxboard mill, located at White Pigeon, Mich., with an annual production capacity of
approximately 60,000 tons. Production of this mill for the past five years has been as follows (in tons):

{1711, NRRTE IS W RSV FORCTR, FRTAERE. WU 5 I 45,445
1053 et 45,179
70157 STUNRE M TN o YD CRORE T RSN SN CEE 1T 48,991
(T I N LA P S Y e T 50,891
DB i v 55 it o5 5 b ) o oy 53,786

Approximately 179, of the boxboard production of this mill is used in the folding carton plants of Eddy’s
subsidiaries and approximately 83% is sold to other manufacturers.

Eddy and its subsidiaries own and operate 8 converting plants producing corrugated shipping containers,
with aggregate floor area of approximately 1,500,000 square feet, as follows: Rochester, N.Y.; Belleville and
Rockford, Ill.; Three Rivers and Detroit, Mich.; Manitowoe, Wis.; Cedar Rapids, Iowa; and Austin, Minn.
These plants now purchase their containerboard requirements largely from Iieckhefer and its subsidiary.
These plants together in 1956 produced corrugated shipping containers representing approximately 2,100
million square feet of containerboard.

Eddy’s subsidiaries operate 2 converting plants producing folding cartons, with aggregate floor area of
approximately 185,000 square feet. The plant located at Rochester, N.Y. is owned and the one at St. Louis,
Mo. is leased. These plants obtain substantially all of their boxboard requirements from the White Pigeon
mill. In 1956 these plants together produced approximately 9,800 tons of cartons.

Eddy purchased in 1955 for $317,000 a 509, common stock interest in Ace Folding Box Corporation,

of Middlebury, Ind., which is carried as an investment on its balance sheet. Ace’s boxboard requirements are
also furnished in large part from the White Pigeon mill.

Sales

Consolidated sales (before deduction of sales discounts) of Eddy for the past five years, by principal prod-
ucts, have been as follows (in thousands of dollars):

Corrugated
Shipping Folding Milk

Containers Cartons Boxboard Cartons Total
1952 i s s s 5 os v sies 55 $30,443 $3,638 $5,860 $1,292 $41,233
1953, 32,052 4,131 5,565 2,861 44,609
1954, ..o 30,247 4,041 5,490 4,071 43,849
1955, .o 34,699 4,373 6,035 — 45,107
L e e 34,699 5,002 6,583 — 46,284

Sales are made by Eddy’s and its subsidiaries’” own sales forces of about 65 persons. Corrugated ship-
ping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Folding cartons are sold direct to customers chiefly for packaging and display of their retail
products. Boxboard is sold to other carton manufacturers, including Ace. Eddy estimates that it accounts for
about 2%, of the corrugated shipping container business in the United States. It is a relatively minor factor
in the folding carton and boxboard fields.




Recent Developments

During the five years 1952-1956, inclusive, Eddy spent approximately $7,500,000 on expansion and im-
provement of its properties and plants, and during the same period made gross retirements from its property
account of approximately $2,600,000. The principal single property addition during this period was the con-
struction in 1954 of a new corrugated shipping container plant at Austin, Minn.

Also during this period, Eddy acquired a 20%, stock interest in North Carolina Pulp Company at a cost
of $17,000,000, as described above under “Business of Kieckhefer—Relationship with Eddy”.

Officers and Directors

The following are the directors and officers of Eddy:

J. W. Kieckhefer Director; Chairman of Board

W. F. Kieckhefer Director; President

E. F. Gereke Director; Vice President

Anthony Haines Director; Vice-President

H. M. Kieckhefer Director

George H. Kiefer Director

Erwin K. Radke Director; Vice-President

Nicholas Scharff Director; Vice-President

Karl W. Schneider Director; Vice-President

E. L. Walker Director; Vice-President

Thomas E. Morriss Vice-President

R. C. Meier Treasurer; Secretary
Shareholders

As of March 13, 1957 Eddy’s shareholders numbered approximately 1,000. Of Eddy’s 181,415 shares
of common stock outstanding, 26,090 shares (14.4%) are owned by Kieckhefer. A substantial amount of the
remaining shares is owned by various members of or trusts for members of the Kieckhefer family and by the
trustees of the Kieckhefer and Eddy employees’ profit sharing plans mentioned above under ““Proposed Merger-
Agreement Relating to Stock Purchases by Weyerhaeuser,” but no such individual holder owns beneficially
more than 10%, of Eddy’s shares.

Employees

As of December 31, 1956, Eddy and its subsidiaries had a total of approximately 1,900 employees. Most
of the plant employees are members of unions. Eddy believes that its relations with its employees are generally
satisfactory.
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BUSINESS OF WEYERHAEUSER

Weyerhaeuser Timber Company was incorporated under the laws of the State of Washington on January
18, 1900. Principal executive offices are located in the Tacoma Building, Tacoma, Wash.

Weyerhaeuser and its subsidiaries are engaged in the ownership and management of timberlands, the
growing and harvesting of timber and its conversion into those products which will best utilize the economic
value of the wood supply. Currently, this involves the manufacture, distribution and sale of lumber, plywood,
pulp, paperboard, hardboard, and other wood fibre and bark products. Diversification of its products and
expansion and integration of its manufacturing facilities have enabled Weyerhaeuser to increase the utilization
of its timber resources. Continuing research is being carried on in the fields of forestry and product development.

Timber and Timberlands

Weyerhaeuser owns in fee in the States of Washington, Oregon and California approximately 2,695,000
acres of forest lands, of which approximately 2,111,000 acres are in the Douglas Fir region of western Washing-
ton and Oregon and 584,000 acres are in the Western Pine region (556,000 acres in south central Oregon east of
the Cascades and 28,000 acres in northern California).

Late in 1956 Weyerhaeuser undertook a program of acquiring timberlands in Mississippi and Alabama
to help support a pulp mill planned for construction in the future on a site near Columbus, Miss. Weyer-
haeuser believes that the merger with Kieckhefer and Eddy may accelerate this program.

The determination of the amount of merchantable timber on Weyerhaeuser’s lands is a continuing process.
The definition of merchantable timber changes with improvement in utilization practices and is affected by
existing economic conditions. Calculations based on the most recent data available indicate that the volume of
merchantable timber is approximately 60 billion board feet (Scribner Log Scale). The Scribner Log Scale was
designed to measure the volume of timber in terms of the quantity of commercial lumber a log will produce.
Customarily, the number of board feet of lumber produced from a log exceeds its Scribner Log Scale measure.
Further, the Secribner Log Scale gives no recognition of other wood supply not suitable for producing lumber
but usable for production of wood chips for pulp and other products.

It is Weyerhaeuser’s basie policy so to manage its lands that they shall provide a continuous supply of
wood for the future. Continuing calculations are made to determine the quantity of timber which can be cut
annually and still assure the sustained production of raw material. Based on current calculations and present
utilization and reforestation practices, the quantity which can be cut annually is approximately 1.3 billion
board feet (Scribner Log Scale). The quantity actually cut from year to year is also influenced by current
economic conditions.

Weyerhaeuser anticipates that it will be necessary from time to time to adjust its annual cut to give
effect to material changes in growth and yield experience, utilization, and casualty losses including fire and
insect infestation.

There will be a material decrease in the age and size of the average tree harvested after the present mature
timber supply has been depleted. However, Weyerhaeuser estimates that the physical volume of timber
available annually at that time will be somewhat greater than the presently calculated annual cut.

Intermingled with and adjacent to Weyerhaeuser holdings are substantial quantities of timber publicly
owned or privately owned by others, some of which will be offered for sale from time to time. It is the intention
of Weyerhaeuser to purchase some of such timber as it becomes available, the quantity of which will not be
significant in relation to its own timber supply.
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Timberlands presently being acquired in Mississippi and Alabama have been heavily logged and some have
been repeatedly burned. An intensive rehabilitation program will be started promptly to restore the lands to
their maximum productivity.

Wood Supply

The following table shows the past five years’ supply of logs and pulpwood made available to Weyer-
haeuser’s mills, including that produced from purchased timber:

1952 1953 1964 1955 1966
Logs—(million board feet Seribner Log Scale)
Produced
From fee I8008. . vown soms sas s ot v snsn cass 585 o 925 932 937 1,116 1,208
From purchased timber. . ........................... 138 180 109 149 212
1,063 1,112 1,046 1,265 1,420
Purchased Togh meb). Ly voey suds sens b v o 5 abe o v 93 87 90 49 44

1,156 1,199 1,136 1,314 1,464

Douglas Wit .. oo cans san = b bahbiams seus Suemesiines 638 689 642 743 786
15 (21171 (57, [SETOE T S o ST [N STUP RO ¥ 215 210 193 246 333
Ponderosa PIe . shalilamamd Latiin e ohadd sums b ittt 88 96 102 105 102
Cedar... ..ot e 58 53 48 75 85
{31737 72 TS USRS O ORROr ORI 7, NI ST UR S 64 64 61 96 114

1,063 1,112 1,046 1,265 1,420

Purpwoop— (thousand cords):

Produced...........ooiin e 52 45 120 193 213
Purchased. ...t 10 4 15 97 238
62 49 135 290 451

Wood chips for Weyerhaeuser’s pulp mills are produced in part from logs of a size, species or quality more
suitable for this use than for lumber or plywood, in part from pulpwood and the remainder from residuals from
Weyerhaeuser’s saw mills and plywood plants. The quantity of wood chips produced in the past five years is
shown below:

1952 1963 1954 19556 1956
Woop CHrps— (thousand air dry tons):
Produced from—
Logsand pulpwood........................... 631 746 881 829 882
Mill eRiduals.. ... . ool o wons sibie DEIBAEIEL < wyide e 410 524 552 813 844
1,041 1,270 1,433 1,642 1,726
Purchased (met).......... ... ... ..., (80) (58) 7 10 21
Total d0 s o s o S s e e e Earess s 961 1,212 1,440 1,652 1,747

Manufacturing

Weyerhaeuser has followed a policy of grouping its production facilities at manufacturing centers con-
veniently located in relation to the timberland furnishing the wood supply. There are 10 such centers located
in the States of Washington and Oregon. The integration of mills producing lumber, plywood, pulp, paper-
board and other products facilitates making the most economical utilization of the forest harvest.
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Lumber—Lumber is produced in a wide variety of kinds and grades, emphasis being placed on quality of
product, made possible in part by providing facilities for kiln drying and surfacing. Weyerhaeuser’s lumber pro-
duction is estimated to represent about 3%, of the total for the United States. Weyerhaeuser’s lumber production
for the past five years is shown in the following table (expressed in thousand board feet):

OB Lnn s cnsers himico Rl marcs soebetil s o i o 1,046,000
TOBE L Lo smatontd muss sss sasblihs vams saknvsnes 1,117,000
15« DELINI RS, SRS SR e 973,000
TRE . e o) Lo s arbss sans wokh B ES 1,193,000
1956+« e e e e 1,194,000

Plywood— Weyerhaeuser estimates that it accounts for approximately 2149, of the total United States
production of Douglas fir plywood. Weyerhaeuser’s plywood production for the past five years is shown in
the following table (expressed in thousand square feet—34" basis):

19922 isidaaih sl et Sand b aanenim ey v 80,000
LOBB . swiacn srmisia simevsn, wimininsuiatio:s wre s SIS eSS Soaim AwsE iy 116,000
YOB4: ¢ osis winve s wins e 74055 Belos 95005 inle 5 s B 104,000
L958; i wemmme v Biess Sravne v by s sadie Sews 130,000
1968545 570w o sl s st Wit el i, 134,000

Pulp and Paperboard—Weyerhaeuser estimates that it produces something less than 49, of the total United
States supply (including net imports) of chemical and semi-chemical pulp.

Weyerhaeuser utilized in 1956 approximately 419, of its pulp in its own manufacture of bleached paper-
board and unbleached containerboard, and sold the remaining approximately 599 to others. Weyerhaeuser’s
pulp and board production for the past five years is shown in the following table (expressed in tons):

Sold as Pulp

Sulphite Kraft Pgll;ee:'g%:gd ngt?;g:g)%‘ird Total
1952 201,996 91,942 6,899 87,083 387,920
1953 201,617 127,875 38,900 118,188 486,580
1954 210,027 187,500 56,136 123,470 577,133
1955 214,771 195,304 75,795 177,149 663,019
1956 222,317 206,440 82,295 208,318 719,370

Other Products—Weyerhaeuser manufactures a variety of other products, including hardboard, particle
board, ply veneer, wood fibre and bark products, using principally residuals from its sawmills and plywood
plants.
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Sales and Distribution

Net sales of Weyerhaeuser for the past five years, classified by principal products, are summarized below
(in millions of dollars):

Pulp and
Lumber Paperboard  Plywood Other Total
TO52E: o i st sl et et e 8156.8 $ 54.6 $10.0 $18.1 $239.5
TO53%: . o wama L s st i B8 156.5 69.3 14.2 17.5 257.5
1954, s = oo vawn wed s Eavan ohie s v 150.1 82.8 12.9 16.7 262.5
LOBE, s somom v sts s Sues LUE i 180.5 96.9 18.3 21.0 316.7
TOB6. vous swvncs sownss cvan o oo s o2 177.9 106.7 16.0 23.5 324.1

*Excluding sales of $20.5 million in 1952 and $19.3 million in 1953 by Wood Conversion Company, a former subsidiary
Weyerhaeuser’s interest in this company was distributed to its shareholders on November 30, 1953.

Sales of lumber and plywood include products purchased by Weyerhaeuser from others in order to supply
a more complete line to customers. In 1956, products so purchased for resale represented approximately 24%,
of lumber and 229, of plywood sales. A substantial portion of these purchases was made from one company.

Weyerhaeuser Sales Company, a wholly-owned subsidiary, with headquarters in St. Paul, Minn., is
Weyerhaeuser’s principal distribution organization dealing in lumber, plywood and related products. Pulp,
paperboard, and certain fibre and bark products are sold by separate sales departments.

Lumber and Plywood—Weyerhaeuser’s lumber and plywood sales represent principally (1) direct shipment
sales from its mills to customers, (2) sales from Weyerhaeuser’s nine wholesale distributing yards, and (3) sales
from Weyerhaeuser’s 87 retail yards.

Lumber and plywood shipments in 1956, by major classes of customers, were approximately as follows:

Lumber Plywood
Retail Yards®*.......................... 74.69, 54.8%,
Wholesalers............oooviiiiininn... 9.2 32.4
InAUStETAL: 5 & soies wvn v wiins deies Saies o 11.7 9.2
Other .. vl s s wnn s s waiae s s 4.5 3.6
100.0% 100.0%

*Includes sales through Weyerhaeuser’s own retail yards.

Pulp and Paperboard—No one customer accounted for as much as 109, of Weyerhaeuser’s pulp sales in
1956. A small, but increasing, amount of pulp has been sold in the export market.

Kieckhefer purchased approximately 469; and two other companies together approximately 299, of
Weyerhaeuser’s 1956 bleached paperboard production. Kieckhefer purchased approximately 219, and one
other company approximately 269, of Weyerhaeuser’s 1956 unbleached containerboard production.

Transportation

Weyerhaeuser Steamship Company, a wholly-owned subsidiary, owns and operates eight Liberty ships as a
common carrier in the intercoastal trade, carrying principally lumber eastbound and general cargo westbound.
Columbia & Cowlitz Railway Company, another wholly-owned subsidiary, operates as a common ecarrier from
a junction with main line railroads in Washington to a terminal near Weyerhaeuser's Longview, Wash. plant.
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Properties

In addition to its timberlands described above, Weyerhaeuser has manufacturing and other properties as
indicated below.

Manufacturing Plants

Capacity
per 8-hour shift
LuMBER— No. of Mills (thousand board feet)
Aberdeen, Wash. 1 160
Enumeclaw, Wash. 1 340
Everett, Wash. 2 480
Longview, Wash. 3 950
Raymond, Wash. 1 150
Snoqualmie Falls, Wash. 2 350
Cottage Grove, Ore. 1 150
Klamath Falls, Ore. 1 350
North Bend, Ore. 1 360
Springfield, Ore. 1 310
3,600
Annual Capacity
PLywoop— (Thousand Square feet—34" basis)
Longview, Wash.. . ... e 75,000
Clottage Grove; O1e.: « vk e st srdvarents's s w i sl Soveasss s waelam 55,000
Bprinpleld; Oree. . e ol o dam s oud vaes selamaais S SaE S SuEn 9 5 it 55,000
185,000
Purp anD ParerBOARD (daily capacities—tons)—
Fip Bleached Unbleached
Sulphite Kraft Paperboard Containerboard Total
Cosmopolis, Wash............. 400 — — —_ 400
Everett, Wash.......coiicun. . 310 340 — — 650
Longview, Wash............... 350 250 350 180 1,130
Springfield, Ore................ — — — 450 450
1,060 590 350 630 2,630
SpeciaL PropucTs— Annual Capacity
Longview, Wash.—bark produets. .. .......... i, 10,000 tons
Snoqualmie Falls, Wash.—fibre produets. . . .............coviiieio... 15,000 tons
Klamath Falls, Ore.—hardboard................ .. ... ciiiriinnnnn. 80,000,000 sq. ft. (14" basis)
North Bend, Ore.—particle board..............ccviviiiiiiiiierinnnnnn. 15,000,000 sq. ft. (34" basis)
Springfield, Ore.—ply-Veneer. ... ....veevvrrriaseecsnassineerssnesses 40,000,000 sq. ft. (14" basis)

A chemical plant for production of the major portion of Weyerhaeuser’s requirements of chlorine and
caustic soda is located on the plant site at Longview, Wash.

Distribution Properties

Weyerhaeuser’s nine wholesale distributing yards are located at Baltimore, Md.; Newark and Freehold,
N. J.; Portsmouth, R. I.; Philadelphia, Pa.; Boston, Mass.; St. Paul, Minn. ; Louisville, Ky.; and Los Angeles,
Calif. Six of such yards are owned in fee and three are located on leased land.

Weyerhaeuser’s 87 retail yards are located in Iowa, Minnesota, Montana, North Dakota and South
Dakota, some of which are on leased land.
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Recent Developments

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $169,000,000 for new
plants and facilities and for expansion and modernization of existing plants and facilities. Approximately 17%
of such total represented facilities for lumber and plywood, 549, for pulp and paperboard, 19%, for logging
equipment and roads, and 109 for all other. During the same five year period, Weyerhaeuser made retire-
ments from its gross property account of approximately $21,000,000.

Principal plant expansion or acquisition during the five year period included the following:

Longview, Wash.—Substantial increase in kraft pulp production capacity, new bleached paper-
board plant, new unbleached containerboard plant and new chemical plant.

Springfield, Ore.—New plywood and ply-veneer plants and expansion of unbleached container-
board capacity.

Raymond, Wash.—New lumber mill to replace old facilities.

Everett, Wash.—New kraft pulp mill.

Klamath Falls, Ore.—New hardboard plant.

Snoqualmie Falls, Wash.—New fibre products plant.

North Bend, Ore.—New particle board plant.

Cosmopolis, Wash.—New sulphite pulp mill.

Aberdeen, Wash.—Lumber mill purchased.

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $13,000,000 for the
acquisition of timberlands.

In December, 1954, the R-W Paper Company was organized for the purpose of manufacturing and selling
glassine and greaseproof papers. This company’s mill was constructed at Longview, Wash., and is supplied with
pulp from Weyerhaeuser’s adjoining pulp mill. The mill, with initial annual capacity of 10,000 tons, commenced
production in June 1956. The capital stock of the R-W Paper Company is owned 509, by Weyerhaeuser and
50%, by Rhinelander Paper Company, a subsidiary of St. Regis Paper Company.

In January 1957, Weyerhaeuser purchased a lumber mill, plywood mill and related facilities at Cottage
Grove, Ore. (the capacities of which are shown on page 15), together with approximately 55,000 acres of timber-
lands in that area, most of which is cutover land.

Directors and Officers
The following are the directors and executive officers of Weyerhaeuser:

Laird Bell Director
Carleton Blunt Director
*Norton Clapp Director; Chairman of Board
Edmond M. Cook Director
0. D. Fisher Director
*Edmund Hayes Director; Chairman of Executive Committee
*Chas. H. Ingram Director; Executive Vice-President
Henry T. McKnight Director
*John M. Musser Director; Vice-President
F. W. Reimers Director
C. D. Weyerhaeuser Director
*F. K. Weyerhaeuser Director; President
J. P. Weyerhaeuser I1I Director
W. P. Gullander Vice-President
Howard W. Morgan Vice-President
Joseph E. Nolan Vice-President; General Counsel
Robert W. Boyd Controller
George S. Long, Jr. Secretary
H. E. Nelson ‘ Treasurer

*Member of Executive Committee.
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The directors of the surviving corporation will be the directors of Weyerhaeuser and H. M. Kieckhefer and
R. H. Kieckhefer.

Shareholders

As of March 13, 1957 there were approximately 7,500 shareholders of Weyerhaeuser. No one person
holds of record or is known by Weyerhaeuser to own beneficially as much as 109; of Weyerhaeuser’s common
shares. Each director and executive officer is a beneficial holder of common shares and certain directors and
officers, together with members of their immediate families, are beneficial and record holders of a substantial
number of common shares.

Employees

As of December 31, 1956 Weyerhaeuser and subsidiaries had a total of approximately 14,500 employees.
Most of the plant employees are members of unions. During 1954 an industry-wide strike resulted in a 9 to 12
week shutdown of most of Weyerhaeuser’s logging, lumber and plywood operations. Weyerhaeuser believes
that its relations with its employees are generally satisfactory.

RIGHT TO ABANDON MERGER

The Memorandum of Agreement (Exhibit B) provides that the merger may be terminated and abandoned,
either before or after approval of the shareholders of one or more of the respective corporations has been
obtained:

(a) by mutual consent of the respective boards of directors of the corporations.

(b) by the Board of Directors of any one of the corporationsif,in the judgment of a majority of its direc-
tors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling from
the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto will be tax-
free as to the corporations and the stockholders who exchange.

(c) by the Board of Directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(i) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of share-
holders of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares
which they otherwise would have been entitled to receive pursuant to the terms of the merger;

(ii) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(iii) the failure of Kieckhefer or Eddy to perform any agreement thereunder;

(iv) the inaccuracy or untruth of any material representation and warranty made therein by
Kieckhefer or Eddy;

(v) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy and its subsidiary or subsidiaries; or

(vi) The failure for any reason by any other party under the Agreement of Purchase and Sale
mentioned above under ‘‘Proposed Merger—Agreement Relating to Stock Purchases by Weyer-
haeuser” to sell his shares to Weyerhaeuser as provided therein or the failure of any other party
to render full performance of his obligations thereunder.

(d) by the Board of Directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of:

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;
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(ii) the failure of Weyerhaeuser to perform any agreement thereunder;
(iii) the inaccuracy or untruth of any material representation and warranty made therein by
Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.

If the merger shall not become effective or is terminated or abandoned, each corporation has agreed to
pay all of its own expenses incurred in connection with the proposed merger, the negotiations leading to the
merger and any preparations made for effectuating the merger.

CERTAIN TAX CONSEQUENCES OF THE MERGER

In the opinion of counsel for the respective companies, the merger will not, under present Federal tax law,
result in the realization of gain or loss by any of the three companies or by their stockholders who exchange or
by the stockholders of Weyerhaeuser who retain their shares.

INDEX TO FINANCIAL STATEMENTS
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AUDITORS’ CERTIFICATE

We have examined the consolidated balance sheets as of December 31, 1956, and the related statements of
consolidated income and surplus for the three years then ended, of:

Weyerhaeuser Timber Company and subsidiaries
Kieckhefer Container Company and subsidiary
The Eddy Paper Corporation and subsidiaries

Our examinations were made in accordance with generally accepted auditing standards, and accordingly in-
cluded such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the accompanying consolidated balance sheets and related statements of consolidated in-
come and surplus present fairly the consolidated financial position of the respective companies as of December
31, 1956, and the consolidated results of their respective operations for the three years then ended, and all were
prepared in conformity with generally accepted accounting principles consistently applied by each company
during the periods under review.

We have also made similar examinations of the “Summaries of Consolidated Income’” appearing else-
where herein; in our opinion, these summaries present fairly the consolidated results of operations of the respec-
tive companies for the five years ended December 31, 1956, and were prepared in accordance with generally
accepted accounting principles consistently applied by each company during the periods under review.

ARTHUR ANDERSEN & Co.
Chicago, Illinois,
February 23, 1957.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
G2V s YOS UM  ,(L  £c ot s Ll s T L A s B e $ 17,286,382
Marketable securities at cost........coiiiiii it i i, 40,070,690
Recelvables. . ...coviiiiiiii it ittt e ittt ian e, $ 23,492,358
Less—Reserves for doubtful accounts.............. ... . it 363,328 23,129,030
Inventories (Note 3)—
Lumber and other finished products. .. ......... .. ..ot $ 11,168,428
FogRui0ueng, Ju 2l B0y G, s ot el San i Qe Sl LASNELL L iiaii el 10,375,361
Other raw-materialg . ) oo JL 00 0 PUL LA L U TR L s 0 G a0 B L 1,932,952 23,476,741
Total current assets....... ... e $103,962,843
SurppLy INVENTORIES, PREPAID EXPENSES, ETC.:
Materials and supplies, at average cost.........ooviiiiininiiiinnnnnnn. $ 4,319,455
Miscellaneous prepayments and deferred charges. ...............coottn. 2,745,252 7,064,707
InvesTMeENTS, TAX REFUND CLAIMS, ETC.!
Investments, at cost. ........coiiiiiiiiiiiiiiii i ittt i, $ 2,362,998
Claims for refund of Federal income and excess profits taxes. ............ 3,899,860
Tiong=terin 1epeIVABLER. . «ow s vowm s s wsms s avsw st wemss e s 769,894 7,032,752

TmBER AND TIMBERLANDS, ETc., AT MarcH 1, 1913 values determined for
Federal income tax purposes and approved by the U. 8. Treasury Depart-
ment, plus subsequent additions at cost (Notes4and 5)................ 86,352,076

REAL ESTATE, PLANTS AND EqQuipMENT, AT CosT (Notes 4 and 5):

Land . . oot e e e $ 3,917,050
Buildings and improvements. . .........cco ittt i i 50,831,001
Machinery and equipment. . ......c.ooiiiriiiiitiiineiiieinneneraeeenns 189,726,099
Rail and truck TORAS. .. : son somn v ssws siom s s s 50 sas smas d5ie 6 s 36,767,390
Uncompleted construction............c.cieiiiiiiiiiiiiiiiiinnnnnnnns 48,677,170
$329,918,800
Less—Reserves for depreciation and amortization. ..................... 130,349,345 199,569,455

$403,981,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.

WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

Ll
CURRENT LIABILITIES:
Accounts payable. ... ...t $ 17,837,659
Accrued Habilibties.. .o uv vt ee ettt ettt e s 15,554,520
Provision for Federal income taxes. .........c.oviivniirrnnnnnnnnnnn. $ 37,207,111
Less—U. 8. Government securities. ...............oovureeinnnnnn... 36,700,000 507,111
Total current Babilities.. . ..cooverin o inosinnisiinvenensnnan $ 33,899,290

CAPITAL STOCK AND SURPLUS:

Capital stock, par value $7.50 per share, 25,000,000 shares authorized
G 5l R g R PR LS T R SR $187,500,000

Increase in value of timber and timberlands resulting from March 1, 1913
revaluation—see accompanying statement. .......................... 24,982,760

Earned surplus (income retained in the business)—see accompanying state-
............................................................ 159,987,764

Treasury stock, 78,701 shares, at cost (Note 7).......coveevenrnrnnnn... (2,387,981) 370,082,543

$403,981,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME
For the Three Years Ended December 31, 1956

Year Ended December 31,
1954 1966 1966
SALES AND OTHER INCOME:
Gross sales, less discounts and allowances................ $262,496,948 $316,732,545 $324,129,330
Other income (net)—
Proceeds from sale of timber and timberlands.......... $ 1,368,421 $& 1,609,598 $ 1,229,354
Transportation and terminal revenues (net)............ 834,977 1,443,988 1,518,842
Interest income. . .......covievunnininninnennn 798,686 1,286,678 2,562,732
Cash discounts received. .............covviiiniinnnnn 1,374,767 1,529,007 1,431,883
Profit on sale of U.S. Government securities and
commercial paper (Note 8). . .........coiiiiiinnnnn 1,378,989 706,558 -
Miscellaneous income (net)...........covvinnnnnn... 815,435 1,126,256 661,886

$ 6,671,275 § 7,702,085 $§ 7,404,697
$269,068,223 $324,434,630 $331,534,027

Cost oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, deple-
tion, amortization and taxes as shown separately below—

Cost of sales (Note 3)........ooviieii .. $159,647,009 $185,424,628 $192,046,386
Selling and shipping expense. ...................... 12,265,885 13,470,629 14,218,781
General and administrative expense................. 11,055,145 11,892,295 11,402,762
Depreciation, depletion and amortization (Notes 5 and 10) 18,098,974 22,490,522 24,310,461
Taxes other than taxes on income (Note 10)............. 8,154,934 9,799,452 11,748,991
Provision for doubtful accounts. . ...................... 39,544 29,651 28,761
Total cost of sales and expenses. ............... $209,261,581 $243,107,177 $253,756,142

$ 59,806,642 $ 81,327,453 § 77,777,885

Provision For TAXES oN INCcOME:

Federal-mormal and surtax....................ooo.... $ 23,700,000 $ 31,100,000 $ 25,600,000
B s 2lien v i vann Losh e R SO SSE B SV S 596,287 986,423 731,282
$ 24,296,287 $ 32,086,423 $ 26,331,282

Neb IRCORAG, « s cvns o siews sasi G55 Sew o $ 35,510,355 $ 49,241,030 $ 51,446,603

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-
dated income.

WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

Year Ended December 31,
19564 1965 1956

EARNED SURPLUS (income retained in the business)

Balance at beginning of year................. ...l $120,784,292 $138,528,433 $132,677,686
Add:
Net income from statements of consolidated income. . . ... 35,510,355 49,241,030 51,446,603
Realization of March 1, 1913 increase in timber value, trans-
ferred to earned surplus (see statement below)........... 866,795 1,054,252 788,625

$157,161,442 §$188,823,715 $184,912,914

Deduct:
Dividends paid ($.75 per share in 1954, and $1.00 per share
in 1955 and 1956 on shares outstanding after giving effect

£0 4-for-1 split in 1955).. .. unneeeannanns, $ 18,633,009 $ 24,806,029 $ 24,925,150
Amount transferred to capital stock (approved by share-
holders on December 22, 1955) (Note 9)............... — 31,250,000 —
$ 18,633,009 $ 56,146,029 $ 24,925,150
Balanceatendof year............... ... ... ... ... ..... $138,528,433 $132,677,686 $159,987,764

INCREASE IN VALUE OF TIMBER AND TIMBERLANDS
RESULTING FROM MARCH 1, 1913 REVALUATION

Balance at beginning of year.................ccoiinan.... $ 27,692,432 $ 26,825,637 $ 25,771,385

Deduct—Realization, through sales, of March 1, 1913 increase
in timber value, transferred to earned surplus (see statement
BANEY.or. i Toimart. o e rbcmis st ssuaiSecssion, wresernsdong s 866,795 1,054,252 788,625

Balanceatendofyear................ ... ... $ 26,825,637 $ 25,771,385 $ 24,982,760

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-
dated surplus.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(1) ProrosEp MERGER OF KiECKHEFER CONTAINER CoMPANY AND THE Eppy PareErR CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis or CONSOLIDATION:

The consolidated financial statements include the accounts of Weyerhaeuser Timber Company and all
wholly owned subsidiaries.

Intercompany accounts, sales and profits have been eliminated in consolidation.

Investments in subsidiaries consolidated at December 31, 1956 were carried on the books at $3,095,394
which was $5,786,935 less than the company’s equity in the underlying net assets of such subsidiaries.
This difference represents the company’s equity in undistributed earnings of such subsidiaries since
acquisition and has been included in consolidated earned surplus.

(3) VALUATION OF INVENTORIES:

Inventories of logs, lumber, plywood and pulp at December 31, 1956 ($16,266,104) were priced at cost,
determined on the basis of last-in, first-out. Other products and raw materials were priced at the lower
of average cost (determined on the basis of first-in, first-out) or market. These methods of pricing
were adopted as of January 1, 1941, and have been used consistently since that date. Inventories
used in determining cost of sales were as follows:

Amount
At December 81, 1953. . . . ...ttt it $14,256,481
At December 31, 1954. .. ...t ittt 16,023,930
At December 31, 1955, . . . ivviiiitie it e 16,542,719
At Depember3), 1966 5 « ; sovi sons sovs sun sy o sews s @ & 23,476,741

(4) TivBER, TIMBERLANDS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timber, timberlands, plant, property and equipment are carried do not purport
to represent replacement or realizable value.

(5) DEPRECIATION, AMORTIZATION AND DEPLETION PoLicy:

Depreciation of plants and equipment, including main line railroads, has been provided generally at
rates based upon the estimated service lives of the properties. Assets acquired prior to January 1,
1954 have been depreciated at straight line rates. Beginning that date capital investments in new
plants and equipment have been depreciated on the sum of the years’ digits or declining balance meth-
ods. Itisnot practicable to present all the rates used in computing the annual depreciation provisions;
the effective annual rates for the principal classes of properties during the period under review were
as follows:

WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

1954 1956 1956
Buildings and improvements—
LumbBer mills, «ows vaes sas meme oves von vavn sem sk s ves Bl bas 4.09, 4.0%, 4.19,
Pulpmaills; coe o sonn soam sy svis oo 5as @0 595 Uims Lok oas 3.0 3.4 3.5
Woods operations. . . ...ourrrnen ittt 5.8 7.7 7.4
Wholesale and retail yards..........coiiniiinneiiiienenn, 2.8 3.2 3.2
Other Property. . vooeeee it 3.2 4.4 4.0
Machinery and equipment—
Limber il codm cabis Tl mon o v s 5 auns San 5 ot B o e 4.3 5.8 6.0
Pulpiatllel §.5 o b ds save omins aoims i dactls diies S0 5 s i Sl S50 5.6 6.6 6.9
Woods operations. . . ..ottt 11.7 12.1 12.0
Wholesale and retail yards..........ccoviiiiiiniiiiii s 5.9 6.5 7.0
(Iher PYOPEELY . cu wmn Seiads wheimsstwstsr sascn aarols s wvess S wisem < 11.6 11.4 11.0

|
|
|

Amortization of logging railroads and truck roads has been determined on the basis of the estimated
quantity of timber to be hauled over these roads.

Depletion of timber has been charged to operating costs as timber has been harvested, or lost as the
result of fire, storm, insect infestation or other casualties. Depletion rates have been based on March
1, 1913 values plus subsequent additions at cost, related to the estimated total recoverable saw
timber. Realization, through sales, of March 1, 1913 increase in timber value is recognized currently
by a transfer of the applicable amount to earned surplus.

Maintenance and repairs, and minor replacements of property are charged to expense as the expenditures
are made, except that extraordinary major repairs which extend the life of the property are charged
to the reserve for depreciation. Betterments and replacements of major units of property are capi-
talized and the replaced items are retired. The cost of property sold or retired is removed from the
plant accounts, the accumulated depreciation thereon is removed from the depreciation reserve, and
the net gain or loss is carried to the income account.

(6) RETIREMENT PLANS:

The company and certain of its subsidiaries have established retirement plans for salaried and certain
hourly employees, the costs of which are being contributed in full by the companies. Under the terms
of the trust agreements, funds contributed by the companies to meet the purposes of the plans, to-
gether with the earnings thereon, are to be held, managed and invested by independent trustees.
The companies have reserved the right to amend or terminate the plans at any time. Past service
costs under these plans have been funded at December 31, 1956. Contributions to these plans during
the period under review, included in cost of sales and expenses, were as follows:

Current Past Service
1954, oo oA T T T Sinsine dTien st I fran mpare waduaieis $1,133,751 $ 68,375
BT S 1,183,519 973,762
FOBB L0, . SEAN, Eostl o8N L AW Bt o ol el B St snerans 1,238,937 138,972

The company has agreed to establish a retirement plan for hourly employees in the logging, lumber
and plywood operations. This plan is scheduled to become effective June 1, 1957 and is an extension
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS NOTES TO FINANCIAL STATEMENTS

Shares as to which options were exercised during the years 1954, 1955 and 1956:

Option Price at
Date of Exercise

of the noncontributory plan already applicable to other hourly rated employees. Past service cost is

Quoted Value at
estimated at $13,125,000 at the effective date of the plan. The cost for current service for the first

Date of Exercise

. . Date Options Number

year of the plan will approximate $915,000. Year aGra?rﬂ:ed of Shares Per Share Total Per Share Total
1954 Sept. 22, 1952............ 50,140 $17.50 $ 877,450 $23.54 $1,180,485
(7) INCENTIVE STocK OPTION PLAN: i 1955 Sept. 22, 1952............ 81,576 $17.50 $1,427,580 $33.67 $2,746,991
. : ; : 3 Nov. 17,1954............ 3,912 24.50 95,844 42.37 165,738
On May 20, 1952 the Board of Directors adopted an incentive stock option plan under which plan, as — T
amended, employees of the company or its wholly owned subsidiaries could be granted options to : 85,488 $1,523,424 $2,912,729
purchase not more than 300,000 shares (after adjustment for stock split—Note 9) of the capital stock 1956 Sept. 22, 1952............ 31,556 $17.50 $ 552,230 $39.93 $1,260,170
of the company. Any options granted under the plan become exercisable after one year of continued Nov. 17, 1954............ 4,815 24.50 117,967 40.64 195,698
emp.loy‘ment following date of issuan‘ce a‘nd expire not later than ten years ttrom date of issuance, or 36,371 $ 670,197 $1,455,868
earlier in the event of death or termination of employment. The option price may not be less than _— ———
959, of the fair market value of the shares on the date the option is granted. 171,999 $3,071,071 $5,549,082

All of the options exercised have been satisfied by the issuance of treasury stock and of the 78,701 shares
held in the treasury at December 31, 1956, 67,581 are reserved for the options outstanding at that date.
The gain or loss on disposition of treasury stock is credited or charged to income as each option is exer-
cised, otherwise no charges have been made to income with respect to any of these options.

Pursuant to the plan, options to purchase 190,236 shares of capital stock at $17.50 per share, 25,460
shares at $24.50 per share, 9,064 shares at $36.00 per share, and 19,620 shares at $40.00 per share
were granted to certain officers and employees on September 22, 1952, November 17, 1954, August
30, 1955, and June 13, 1956, respectively. All such options expire seven years from date of issuance,
or earlier in the event of death or termination of employment. One of the September 22, 1952 options
for 4,800 shares expired three months after termination of the optionee’s employment. Other informa-
tion pertaining to these options is summarized below:

(8) SALE oF MAREETABLE SECURITIES:
The cost of marketable securities sold is determined on the basis of identified securities.

(9) CaprTAL STOCK:

Effective December 30, 1955 the company’s 6,250,000 shares of capital stock having a par value of $25

Rlavesraatve il DpiGe e ol dr-Decanlen 8Ly Le: per share were changed into 25,000,000 shares each having a par value of $7.50. In this connection

Option Price Quoted Value $31,250,000 was transferred from earned surplus to the capital stock account, making the total capital
Tiate Doilous Number at Grant Date at Grant Date stock $187,500,000.
Granted of Shares Per Share Total Per Share Total
= (10) SUPPLEMENTARY INCOME ACCOUNT INFORMATION:
Sept. 22 TOBZ . wrove sy svems s s 22,164 $17.50 $ 387,870 $17.50 $ 387,870 Year Ended December 31,
Nov.17,1954. .. ................. 16,733 24.50 409,958 24.50 409,958 1964 1966 1956
A B0, 1955, cone v s smvws s s 9,064 36.00 326,304 36.00 326,304 Charged directly to cost of sales and expenses:
Maintenance and repairs. . .........oiiiiiiinn . $16,123,664 $19,444,173 $22,224,375
O LR o e ssg st 0 AR 1085, L A ., @50 Depreciation, depletion and amortization. .. .. ....... . 18,008,974 22,490,522 24,310,461
67,581 $1,908,932 $1,908,932

Taxes other than taxes on income—

Real estate and personal property................. $ 4,471,087 $ 5,139,874 § 5,253,086
BO0IAL BECUEIET.. .. v.v. e oo smimn mimimes somins omee simmet bl Koe 1,680,173 2,004,492 2,332,205
Shares as to which options became exercisable during the years 1954, 1955 and 1956: Franchise., . . . i cous von e nus woms swnr wwesmnn vums sa 425,091 655,925 780,277
Miscellaneous. . ..o vvveirii it 1,578,583 1,999,161 3,383,423
tion Price at uoted Value at
, Firs?pExgrcisa.ble Date Firth Exercisable Date 1 I $ 8,154,934 $ 9,799,452 $11,748,991
Date Options Number y

Year Granted of Shares Per Share Total Per Share Total Rt sl OO o). o foi oo s i rensig s s 547,823 $ 619,302 $ 661,578

1955 Nov.17,1954............ 25,460 $24 .50 $ 623,770 $42.00 $1,069,320 Charged to other income accounts:
1956 Aug. 30,1955............ 9.064 36.00 326,304 40.00 362.560 Maintenance and repairs. . ........couhiiiiiieiaann $ 1,083,463 $ 1,161,928 § 1,258,186
: : — — Rents and royalties. . ... ....ooweeeenreneeeaneenanss 415,270 433,808 448,904

34,524 $ 950,074 $1,431,880 ents and royalties
No management or service contract fees were paid.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

$ 4,756,041
1,100,000

7,573,481

9,963,764

ASSETS
CURRENT ASSETS:
BT e e e ey BN (ol oo e T JUR R Sy
Notes receivable from The Eddy Paper Corporation, current portion.......
ReCEIVADICR: ol i HHEL s mEa A e Sresdn st admns e S [ s $ 7,831,704
Less—Reserve for doubtful accounts and cash discounts................ 258,223
Inventories, at average cost or market, whichever lower (Note 3)—
Work in process and finished goods. .........cooviiieiiniiinnnnneenn $ 2,114,285
Ao} 14717 "L STV TN 7., - AN SRR, ol 1 SRR .17 . SOV Py 5,912,413
R THACIIAE . o s cosmmuzes prorins s simim s vy 5 G Souime DAmals 565 5 SEss 26 1,937,066
Total current assels...........cooiiiiiiiiiiii it iee e

SuppLy INVENTORIES, PREPAID EXxPENSES, ETC.:

$ 23,393,286

Materials and supplies, at average cost.........ooviiiiieiniiiinan. $ 1,187,503
Miscellaneous prepayments and deferred charges. ....................... 521,206 1,708,709
INVESTMENTS, ADVANCES, Erc.:
Investment, at cost—
The Eddy Paper Corporation—
Common stock, 26,090 shares (Note 1).......covvieerrrrnnnenennnn $ 805,491
Notes receivable, due $1,100,000 annually to 1960 and $500,000 annually
thereafter, less current portion above...........ccoviiviiineinnn.n 5,800,000
Miscellaneous physical property, lessreserves. .......................... 1,403,285
077143 807,296 8,816,072
ConstrucTION Funp, for improvement and expansion programs as authorized
by the Board of Directors (INote4).......covvrtriiiernrereeenennennnnns 15,000,000
TiMBERLANDS AND TiMBER RicHTS, at cost (Notes5and 6)................. 12,134,835
PranT, PROPERTY AND EQUIPMENT, at cost (Notes 5 and 6):
] 73 106 DY A P (0« SO YU o SO D D OO SO S B B $ 428,658
Buildings and improvements. ............oiiiiiiiiiii e 17,120,141
Machinery and equipment, ete..........coiiiiiiiiiiiii i i, 51,142,597
Uncompleted: CONStIUCEION. os S neisd sims sigas o aman s s siasin siass su 1,476,643
$70,168,039
Less—Reserve for depreciation and amortization. ....................... 27,256,549 42,911,490
$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated balance

sheet.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

LIABILITIES
CURRENT LIABILITIES:
Aceburnts payablovinl. « s swee shiifewss ssim s e saa vvie s s simee v 1,936,179
Aceried HabIBtIen. « . . v v oo wimeis s ssmsmas waie $ake Sae faieis S0 4 1,470,077
Provision for Federal income taxes. ..ovvvveerennn i ieernneenneennnnn $11,812,431
Tess—U. 8. Treasury Notes. . . ovvvvieeriennneiiiiininsnnnnnnannnnns 11,812,431 —
Total carrent BabIos. .. s sesn venk b sisssmite o LA GQ T 3,406,256
MinoriTy INTEREST IN CoMMON STOCK AND SURPLUS OF SUBSIDIARY........ 7,051,903
CAPITAL STOCK AND SURPLUS:
Common stock, no par value—
Authorized 30,000 shares, outstanding 29,889 shares, stated at.......... $ 5,977,800
Paid-in surplus—see accompanying statement..................coiiaitn 11,841,129
Earned surplus (income retained in the business)—see accompanying statement 75,687,304 93,506,233
$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-

ance sheet.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

STATEMENTS OF CONSOLIDATED INCOME
For The Three Years Ended December 31, 1956

Year Ended December 31
1954 1966 1966
SaLEs AND OTHER INCOME:
Gross sales, less discounts and allowances (Note 8).......... $65,628,913 $78,212,044 $86,520,628
Other income (net)—
Dividends received on common stock of The Eddy Paper
CorpOraion. . . « suoes svenson nane cosapesymei voss sy $ 313,080 $ 313,080 $ 365,260
Interest income (Net). . . cvvvvvinninreeerroroirnneannanes 343,380 523,229 792,819
Cash discounts received. ....o.vuuuierrreeeieraeaens 196,842 216,390 263,152
Net gain or (loss) on disposal of machinery and
equipment, €tC.. . ... oiiiii i (92,969) 134,271 138,197
Miscellaneous income (Met) . . .ovvveeeeeeeeniiiiia.. 147,123 63,216 (22,959)
$ 907,456 $ 1,250,186 $ 1,536,469

$66,536,369

$79,462,230

$88,057,097

CosT OF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, depletion,
amortization and taxes as shown separately below—

Cost of sales (NOt€ ) ..o vinerennereneeennnneennnns $43,503,932 $51,561,255 $58,685,285

Selling eXPense. .. ..ooueveeerarrneraceesraseanaaanes 1,941,769 1,984,873 2,098,744

General and administrative expense............cc.coonnn 1,182,857 1,037,207 1,124,585

Depreciation, depletion and amortization (Notes6and9)...... 2,992,323 3,533,387 4,130,449

Taxes other than taxes on income (Note 9) . ................ 713,630 912,908 962,830

Total cost of sales and expenses..........cc.vvnens $50,334,511 $59,029,630 $67,001,893

Income before taxes on income............ooonnnnn $16,201,858 $20,432,600 $21,055,204
ProvisioN ForR TaxEes oN INCOME:

Federal—normal and surtax. .. ..... ... o s $ 8,560,000 $10,100,000 $10,540,000

(=177t 7. S 308,868 312,426 415,336

$ 8,868,868 $10,412,426 $10,955,336

Income before deducting minority interest.......... $ 7,332,990 $10,020,174 $10,099,868

MINORITY INTEREST IN NET INCOME OF SUBSIDIARY............ — 312,678 412,422

It INCOMNE, . vose sons =i 54085 wal Si6E0S Maes wmite wosincs »

$ 7,332,990 $ 9,707,496 $ 9,687,446

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of

consolidated income.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

STATEMENTS OF CONSOLIDATED SURPLUS

For The Three Years Ended December 31, 1956

EARNED SURPLUS (income retained in the business)

Balance at beginning of year

Add—Net income from statements of consolidated income

Deduct—Cash dividends on common stock, $24 per share in 1954

and 1955 and $27 per share in 1956

------------------------

Balance at end of year

PAID-IN SURPLUS

Balance at beginning of year

Add:

Excess of sales price of 403 shares of the Company’s common
stock sold to certain officers and employees over stated value
BREIEOE . i conm wom s0ms waen S50 5 80 Salen SN Tuns Bal BEw

Excess of sales price of common stock (a 209, interest) of sub-
sidiary sold by the subsidiary over par value thereof, less
amount applicable to minority interest

Balance at end of year

......................................

Year Ended December 31

1954

19566

1956

$51,184,121

7,332,990

$57,809,447

9,707,496

$66,806,861

9,687,446

$58,617,111

707,664

$67,516,943

710,082

$76,494,307

807,003

857,809,447

$66,806,861

$75,687,304

$ 138,807

$10,812,004

$11,841,129

10,673,197

$ 1,029,125

$10,673,197

$ 1,029,125

$10,812,004

$11,841,129

$11,841,129

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of

consolidated surplus.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

(1) ProrosEp MERGER oF KIECKHEFER CONTAINER CoMPANY AND THE Eppy PapeER CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:
Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis oF CONSOLIDATION:

The consolidated financial statements include the accounts of the Company and North Carolina Pulp
Company, an 80% owned subsidiary. On December 30, 1954, The Eddy Paper Corporation acquired
from the subsidiary 209 of its presently outstanding common stock. Prior to such date, the Company
owned all of the outstanding common stock of the subsidiary.

Intercompany accounts, sales and profits have been eliminated in consolidation.

The Company’s equity in the net assets of the subsidiary was $25,607,614 in excess of the Company’s
investment therein at December 31, 1956. Of this amount $14,934,417, representing undistributed
earnings since date of acquisition, has been included in earned surplus in the consolidated balance
sheet, and $10,673,197, representing the Company’s equity in paid-in surplus of the subsidiary, has
been reflected as paid-in surplus in that statement.

(3) INVENTORIES:
The opening and closing inventories used in determining cost of sales during the three years ended
December 31, 1956, were—

December 31—

19563 2 oen v e v s 8 $7,090,943
1052~ o vmee ann v daes 8,166,859
L9585 coicmmee s minds S 8,021,711
OB ot wsionabuminmmims e 9,963,764

(4) ConstructioN Funp:

Construction fund for improvement and expansion programs authorized by the Board of Directors
represents cash of $3,206,977 and U. S. Treasury Notes of $11,793,023.

(5) TmBERLANDS, TIMBER RiGHTS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timberlands, timber rights, plant, property and equipment are carried do not
purport to represent replacement or realizable value.

(6) DEPRECIATION, AMORTIZATION AND DEPLETION PoLICY:

Depreciation of plant, property and equipment has been provided generally at rates based upon the
estimated service lives of the properties. Assets acquired prior to January 1, 1954, have been depre-
ciated at straight line rates and those acquired subsequent to that date on the sum of the years’
digits method. It is not practicable to present all of the individual rates used in computing the
annual depreciation provisions; the effective annual rates during the period under review for the
principal classes of properties were as follows—
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

1964 1966 1966

Buildings and improvements— T

POl i e e e e s SRde e s 4.3% 4.5% 4.9%

Milk carton plants.........ooieriennniennnnnn.. 2.6 3.0 3.3

Container plants. ........covviiiiiiiniiiririnnnns. 2.7 2.8 3.0
Machinery and equipment, etc.—

Pualp mila el sl w00 wes sems bharsmn aletd 5 6.8 7.2 7.6

MLl SaTbOT DIANTE  wovcovi v viiss s swm vam sy i 9.0* 10.5* 9.7

Container plants. . .: o820 o vav sons saion vias s ains o6 6.6 7.1 7.1

*Excludes special provision for obsolescence of 3.9% and 2% in the years 1954 and 1955, respectively.

]?epletion of timberlands and timber rights is computed on the basis of estimated total recoverable
timber at time of purchase without giving consideration to regrowth.

Maintenance and repairs and minor replacements of property are charged to expense as the expenditures
are made. Betterments and replacements of major units of property are capitalized and the replaced
items are retired. The cost of property sold or retired is removed from the asset accounts, the accu-
mulated depreciation thereon is removed from the depreciation reserve and the net gain or loss is
carried to the income account.

(7) RETIREMENT PLANS:

The Company and its subsidiary have established separate retirement plans for certain hourly employees,
effective August 1, 1956, and December 1, 1951, respectively. Both plans provide for regular contri-
butions, through payroll deductions, by the participating employees, with the balance of funds
needed to meet the purposes of the plans to be contributed by the companies. Under the terms of
trust agreements, all funds contributed under the plans, together with earnings thereon, are to be
held, managed and invested by independent trustees. The companies have reserved the right to
amend or terminate the plans at any time. The Company intends to fund past-service costs under
its plan over a ten-year period, commencing August 1, 1956, and estimated past-service costs of
$553,984 had not been funded at December 31, 1956. All past-service costs of the subsidiary’s plan
have been funded. Contributions to these plans during the period under review, included in cost of
sales and expenses, were as follows—

Past
Current Service
1054, ... i $ 33,510 $ —
198D, .t it it 38,366 —_
Tt i L e 61,301 24,086

$133,177  $24,086

(8) SALES OF THE SUBSIDIARY:

All of the sales of the Company’s subsidiary for the years ended December 31, 1954 and 1955, and the
three months ended March 31, 1956, were made to the Company under a cost-plus contract. Sub-
sequent to April 1, 1956, the subsidiary sold approximately 209 of its paperboard output on a similar
cost-plus basis to The Eddy Paper Corporation.




KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

(9) SurPPLEMENTARY INCOME AccOUNT INFORMATION:
Year Ended December 31

1964 1966 1966
Charged directly to cost of sales and other income accounts—
Maintenance and repairs. . .......coiiiiiiiiii i, $2,815,770 $3,428,856 $4,358,352
Depreciation, depletion and amortization................ 2,992,323 3,533,387 4,130,449
Taxes other than taxes on income—
Realestate...........cooviiiiiiiiiinnnn... $ 188,082 $ 276,881 $ 285,382
Social security. . .....ooviiiii i 375,096 422,116 440,316
Branchise. coo: $hes v sy snms s s ssms s alis yais 86,645 150,161 179,645
OEBBE; cre vomn v sonis 535 SO0 Eahe e S0 o.as0s TUGER Lawy ¥ 62,907 63,750 57,487
$ 713,630 $ 912,908 $ 962,830
Management and service contract fees. ................. None paid
BON T8 s v wims sos sioss s s7am Siems Semm, 5 BeS i Not significant
ROValbies s smuanm s s v ona sams siemmie on 8o 5670 o $ 333,155 $ 508,041 $ 588,846
Provision for doubtful accounts. . ...................... 160,021 41,237 35,613
Charged to plant, property and equipment—depreciation...... — 7,382 7,491

(10) PromT-SHARING PLAN:

Kieckhefer Container Company and its subsidiary have established a profit sharing plan for employeces
and officers who are compensated on a monthly salary basis. Under the plan, all contributions are
made by the companies to a Trust which is administered by a committee. The companies have
reserved the right to amend or terminate the plan at any time; however, all contributions, together
with the earnings thereon, at the date the plan is terminated remain the interest of the participants
and do not revert back to the companies. Contributions during the period under review, charged
to income, were as follows:

BB i ma o ot sl &t o iy 2ty ot VR g s WL L $288 964

L M L L 0 LA Sl S Al 333,418

TR e s oo Eim oo oo o s e i) 205 WP M AL 367,613
34
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
ERRDY.. .. v 1o cocwmrmrmnein o mtoso oSt Een | 7SR oms it miin ot Sl it oo s et i |5 $ 4,152,534
Marketable securities at COSb.. .. vviviit ittt it i 1,800,000
Receivables. ... .vi it i i i et e e $ 3,234,224
Less—Reserves for doubtful accounts................ccooviiiiiiiin.. 127,512 3,106,712
Inventories (Note 3)—
WWEORK Th DTOCEER: v s s sutah s et 5ies S VA vl s S0 v vl vem e $ 1,244,738
Paperboard, waste paperand pulp......coviiiiiiiiiiiiii i, 3,072,990 4,317,728
Total CUITENt AESETHL i v a c weneion st 5o s a0 T 5 ains s waas sien i $13,376,974
SuppLY INVENTORIES AND PREPAID EXPENSES:
Supplies;, at Average eost, ..casven cuen snms saen swms s e s s s $ 555,080
Prepaid exXpenses. . ...coiiiiiiiiii it e eiie et etiaa s 139,256 694,336
INVESTMENTS, ADVANCES, ETC.:
Investment in North Carolina Pulp Company (Note 4)................... $17,000,000
Investment in and advances to Ace Folding Box Corporation exclusive of
advances of $53,000 included in current assets (Note 5)...........cc.... 820,655
VERBE 1 0s wosorimivinms wssoss mumace sisonis aokis sisinss siessse nsaiain minisis movmis miacs) mincats svmimys ssmenipiec 246,423 18,067,078
PranT AND EqQuirMENT (Notes 6 and 7):
Cost Reserves Net
Land. .o oeiiinii i $ 137,047 $ — $ 137,047
Bulldings: oo o somwnss vovs s s soms v v 8,085,663 3,108,360 4,977,303
Machinery and equipment, etc................ 14,353,780 7,600,000 6,753,780
$22,576,490 $10,708,360 $11,868,130 11,868,130

$44,006,518

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

LIABILITIES

CURRENT LIABILITIES®

Current maturities of notes payable to Kieckhefer Container Company

APROBIAY . - s o s s 5008 SRR i o e o NS 260 S St $ 1,100,000
Accounts payable..............oiiiiiii 1,683,496
Accrued liabilities.. .. ........coovuiiiiiiii 929,398
Provision for Federal income taxes..............................coooo... $3,909,409

Less—U. S. Government securities. .....................ccoieeeeeennn.. 600,000 3,309,409

Total oursdnt Babilition. 0, o Jou i vin i iie mmmismie it dis bttt aiarssid | $ 7,022,303

Nores PAvABLE To KieckuEFER CONTAINER Company, 314%, unsecured, due
$1,.1Q0,000 annually to 1960 and $500,000 annually thereafter, less current ma-
turities above (Note 4).........coviuiunennininn 5,800,000
....... ) 2

CAPITAL STOCK AND SURPLUS:
Capital stock, no par value, 200,000 shares authorized, 190,049 shares issued. $ 4,772,830

Paid-in surplus—see accompanying statement...................... . ..... 3,907,658

Earned surplus (income retained in the business)—see accompanying statement 22,703,095

Treasury stock, 8,634 shares, at cost................................. ... (199,368) 31,184,215
) ) »

$44,006,518

Reai:::em;f ist made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
e sheet.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME
For The Three Years Ended December 31, 1956

Year Ended December 31
1954 19566 1956
SALEs AND OTHER INCOME:
Gross sales, less discounts and allowances................... $43,481,628 $44,770,024 $45,949,920
Other income or (deductions) net—
Cash discounts received. .............ccoiiiiiiiinnn... $ 213,550 $ 219,049 $ 145,308
Tnferest MCONMIG v vimms vores ses s dn ey TS Tews s v 5 95,117 29,150 108,725
THEETEsh SXDOREE. o svnis aivn Ty 2o Baiew som aNE 435 1500 it (3,081) (104,715) (269,453)
Profit or (loss) on disposal of plant and equipment......... (5,869) 44,349 (7,266)
Miscellaneous income (net). .........ccoveiuuiienennn.n. 15,186 19,254 (15,944)

$ 314,903 $ 207,087 $ (38,630)
$43,796,531 $44,977,111 $45,911,290

CosT or SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation and taxes
as shown separately below—

Cost-ofsales (Nobe'B) « «sumns s s s v srves s s $31,986,874 $32,843,432 $32,503,339
Selling and shipping expenses. . .........c.ovvvevnnnnn. 2,824,926 2,723,965 2,823,306
General and administrative expenses................... 749,947 786,862 822,857
Depreciation (Notes 7and 10)..............coiiiinnnn... 915,915 1,045,212 1,207,202
Taxes other than taxes on income (Note 10)................ 401,392 444 953 453,825
Provision for doubtful accounts. . ........covviiiinvnnn... 10,332 17,500 15,000
Total cost of sales and expenses. ..........cooevun... $36,889,386 $37,861,924 $37,825,529

$ 6,907,145 § 7,115,187 § 8,085,761

ProvisioN For Taxes ON INCOME:

Federal—mormal and surtax. . ................ ..., $ 3,535,000 $ 3,619,000 $ 4,142,000
T e e el el e 80,000 81,000 78,000
$ 3,615,000 $ 3,700,000 $ 4,220,000

Nt INCOME. s ivis s s v s war e e wos $ 3,292,145 $ 3,415,187 $ 3,865,761

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of con-
solidated income.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

EARNED SURPLUS (Income Retained in the Business)

Year Ended December 31
1954 1956 1956
................................ $18,792,746 $20,052,235 $21,376,766

Add—Net income from statements of consolidated income. . . . .. 3,292,145 3,415,187 3,865,761

Deduct—Cash dividends paid (812 per share in 1954 and 1955, and
§14 per ghare I 19807 Lo Do wnalhpn caiioile el pradl o1l (2,032,656) (2,090,656) (2,539,432)
Balunce at end 'of year. /. 1 Vvl S, Pt SR L o D2 T $20,052,235 $21,376,766 $22,703,095

PAID-IN SURPLUS

‘The balance of paid-in surplus at January 1, 1954, was $1,484,450. In 1955, $2,423,208 was added, repre-
senting the excess of proceeds of sale over cost of 12,000 shares of treasury stock. The balance of paid-in sur-

plus at December 31, 1955 and 1956, was $3,907,658, as shown in the accompanying consolidated balance
sheet as of the latter date.

Referenc.e is made to the accompanying notes to financial statements which are an integral part of these statements of
consolidated surplus.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(1) PROPOSED MERGER OF KIECKHEFER ConTaINER CompANY AND THE Eppy PaPER CORPORATION INTO
WEYERHAEUSER TIMBER COMPANTY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of Di-
rectors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to stock

purchases by Weyerhaeuser.

(2) Basis oF CONSOLIDATION:
The consolidated financial statements include, on a consistent basis, the accounts of The Eddy Paper
Corporation and both of its wholly owned subsidiaries.
Intercompany accounts, sales and profits have been eliminated in consolidation.
At December 31, 1956, the net assets of the wholly owned subsidiaries were $4,244,014 in excess of
Eddy’s investment therein. Of this excess, $4,133,223 representing accumulated earnings of the sub-

sidiaries since acquisition is included in consolidated earned surplus, and $110,791 representing excess
of net assets of a subsidiary at date of acquisition over stated value of parent’s stock issued therefor

is included in consolidated paid-in surplus.

(3) VALUATION OF INVENTORIES:
The work-in-process inventories were priced at average cost or market, whichever was lower.
The inventories of paperboard, waste paper and pulp were priced at last-in, first-out cost, which was not
in excess of market.

Inventories used in determining consolidated cost of goods sold were as follows:
December 31

1953 1954 1956 1956
Work in process. .........covvrveeirenannas $ 833,388 $1,067,670 $ 922,349 $1,244,738
Paperboard, waste paper and pulp............ 3,146,813 3,059,736 3,192,615 3,072,990

$3,080,201 $4,127,406 $4,114,964 $4,317,728

(4) InvesrmENT IN NorTH CaroLiNA PuLp COMPANY:

The investment in 209, of the capital stock of North Carolina Pulp Company, a subsidiary of Kieckhefer
Container Company, was made in 1954 and was based on estimated replacement costs of the increased
capacity needed to supply additional paperboard under a long-term contract to The Eddy Paper
Corporation. These estimated costs are substantially greater than the underlying book values of
North Carolina Pulp Company, which are reflected on its books on a historical cost basis. The equity
of the Company and its subsidiaries in the net income of North Carolina Pulp Company was $412,422
in 1956 and $312,678 in 1955. The company had no equity in the net income of North Carolina Pulp
Company in 1954. No dividends have been received from that company.

In connection with the purchase of this investment, the Company borrowed from Kieckhefer Container
Company on unsecured notes payable.

(5) InvesTMENT IN AcE FoLping Box CORPORATION:

Eddy’s investment in Ace Folding Box Corporation represents a 509, equity in the voting stock of that
company. No separate financial statements are submitted for it because Eddy’s investment therein is
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not significant in respect of the assets represented or the sales or the net profit or loss of the Ace Folding
Box Corporation.

(6) PrANT AND EQUIPMENT:

The a-mounts at which plant and equipment are carried do not purport to represent replacement or
realizable values.

(7) DEPRECIATION AND AMORTIZATION PoLIcY:

Dt?pree_zia.tion of plant and equipment has been provided generally at rates based upon the estimated serv-
ice lives of the properties. Assets acquired prior to January 1, 1954, have been depreciated at straight
line rates. Additions since that date have been depreciated on the declining balance method. It is not
prac_ticfa.ble to present all the rates used by the Company and subsidiaries in computing the annual de-
preciation provisions; the effective annual rates for the principal classes of properties during the period
under review were as follows:

1954 19565 1956
Buildings—
Baperamill.l e s v swnts svmsen s siewsisiane s Wa R S SR 3.0% 3.19, 4.7%
OBDOD: woun iside yitbyn® By syt Fovvas Csass Sesy PTale VE0H RIS e e 3.7 4.0 4.1
Machinery, equipment, etc.—
Paper WAl con vl BB crvsivomn s wrze st sbaw sose s s oot 4 8.1 8.0 8.5
L. T T — 9.1 9.8 9.8

Maiqtenance and repairs are charged to costs as incurred. The costs of renewals and betterments of major
units of plant and equipment are capitalized when incurred. When assets are sold or retired, the cost
and accumulated depreciation are removed from the plant and equipment and related reserve accounts
and the net gain or loss is credited or charged to income. ‘

(8) PROFIT-SHARING PraAN:

Ti:_ue Eddy Paper Corporation and The Rochester Folding Box Co., a subsidiary, have established a prof-
it-sharing plan for employees and officers who are compensated on a monthly salary basis. Under the
plan, all contributions are made by the companies to a Trust which is administered by a committee.
T%le companies have reserved the right to amend or terminate the plan at any time; however, all con-
tributions, together with the earnings thereon, at the date the plan is terminated remain the interest
of the participants and do not revert back to the companies. Contributions during the period under
review, charged to income, were as follows:

POBL. iioon svn wvvnn wwvws svwss vimvis soios v ivas Wi o $197,939

L e e e i et e A e e e 212,868

DOBG 4. viee s sanitus srsions saotis mssteitn imsaraatese desnsn = 219,277
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(9) RETIREMENT PLANS:

Gereke-Allen Carton Company, a subsidiary, has established a pension trust for all regular employees.
All contributions are made by the Company to pay full annual premiums for annuity and/or insurance
contracts which underwrite the pensions. The Company has reserved the right to amend or terminate
the plan at any time. There is no past-service liability under the plan. Contributions during the
period under review, charged to income, were as follows:

154 . . oo e $15,028
1055+ e e e 19,367
1056+ v e e e 23,258

In 1956, The Eddy Paper Corporation executed a collective bargaining agreement covering hourly rated
employees at its three plants in the State of Michigan which provides, among other things, for the pay-
ment of specified pensions and other benefits to employees who retire during the term of the agreement
which expires in 1958. There is no requirement for funding amounts due under the plan and the Com-
pany has not set aside funds for past and future service costs. The liability to retired employees at
December 31, 1956, was recorded at that date. Provisions of $268,642 were charged to income in 1956.
The Company has not provided for the active employees’ past service costs, which under the plan, if
continued, were estimated to be approximately $800,000 at December 31, 1956.

(10) SUPPLEMENTARY INCOME ACCOUNT INFORMATION:

Year Ended December 31
1954 1956 1956
Charged directly to cost of sales and expenses—
Maintenance and repairs. .. .....c.oiii i $971,603 $ 859,241 § 948,238
D OPTOCIBTIONAL L orwn sieie ookl SN i A 2 a 2 et e 2 915,915 1,045,212 1,207,202
Taxes other than taxes on income—
Real estate and personal property.................oiiia.. $205,863 $ 234,164 $ 233,199
HOCIALBECUTILY. - v 2ih et s St o S AR aheind ABaid Skecrls tSrase haiad om 177,540 172,377 188,875
L1111 = 17,989 38,412 31,751
$401,392 § 444,953 $ 453,825
TRBEIRE motC ocns o oloarn poomssaisnseb pracari siesabeiitn shmsnte iingesmterhsbtonmsinms. smbsliiegsrmniacios $91,601 $ 70,304 $ 88,852
Charged to other income or (deductions) acecounts—
DEPTECIATION : v st ey o 5 50 Thoeis Fohis 5ot v e i s doie $ 23,564 $§ 65,186 $§ 60,151
Taxes other than taxes on income—
Real estate and personal property.............. ...l $ 6,884 § 28,198 § 30,603
BOCIEL SOCUTINY s vish Dioi's e s smons sranls Sl wevn simws e ok 2,038 789 730

$ 8,922 $§ 28,987 § 31,333

WEYERHAEUSER TIMBER COMPANY

UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

(After giving effect to the proposed merger with Kieckhefer Container Company and The Eddy
Paper Corporation, as outlined in the attached Joint Agreement and Plan of Merger (Exhibit A), and
to the proposed purchase of common shares listed in the table on page 3.)

(000 Omitted)

ASSETS
Current assets—
Cash....

.................................................................. $ 26,382
Marketable securities at cost..............cooiiiii 21 ,033
Receivables, less reserve ............oooooinuio e 32’107
b= LIRSS R SR B L SN P A e 37 ’377

........ ;

Total correrit BEEeER. .. v wail tids cokusan iy 2 ERL. A0 ol s $116,899

Supply inventories, prepaid expenses, €tC...............or i 9,468
Tax refund claims, other receivables, €tc. ... .........oourninon o 10:310
Construction fund (cash and U. S. Treasury notes). ..........ooovuonononono. 15,000
Timber and timberlands, ete...............ooooiuiie 98,487
Real estate, plants and equipment at cost. . ................... .0 $422,663 ’
Less—Reserves for depreciation and amortization...............ooooeroonn ... 168,314 254,349
$504,513
LIABILITIES
Current liabilities—
Accounts payable. ... ... .. ... i RERR G $ 20,268
Acerued Liabilities. . ........... .. i 17 ’872
Provision for Federal income taXes. . ... ......oovuuinereree $ 52,929 ’
Less—TU. 8. Government securities segregated therefor. ..................... .. 49,112 3,817
Total current liabilities...........ovuvuiniinin e, $ 41,957
Capital stock and surplus—
Capital s.tock, issued 30,398,004, par value $7.50 pershare................oonu.... $227,985
Increase in value of timber and timberlands resulting from March 1, 1913, revaluation 24,982
Earned surplus (income retained in the business)....................cooneeoo. ... 211,977
Treasury stock at cost, 78,701 shares (67,581 shares reserved for stock options)....... (2,388)
Total shareholders’ interest. ..............oovuoreeunun . $462,556
$504,513
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RIGHTS OF OBJECTING SHAREHOLDERS

Any shareholder of Weyerhaeuser who objects to the merger may obtain payment of the value of his
shares in lieu of participating in the merger, provided he complies with the requirements of the applicable
provisions of the Uniform Business Corporation Act of Washington, R.C.W. 23.16.140 and 23.16.160. Such
shareholder must file with Weyerhaeuser his written objection to the merger demanding payment for his
shares within twenty days after Weyerhaeuser has mailed to him the notice of meeting accompanying this
statement, and his shares must not be voted in favor of the merger. If, within thirty days after the
effective date of the merger, Weyerhaeuser and the shareholder cannot agree upon the value of his shares
at the time the merger was approved by the shareholders, either may petition the Superior Court of Pierce
County, Washington within four months thereafter for the appointment of an appraiser to determine the
value of all shares owned by objecting shareholders. An objecting shareholder will also receive six percent
interest on the value of his shares from the date the merger was approved by the shareholders until payment.

A vote against the merger or a direction in a proxy to vote against the merger will not, in the opinion
of counsel, constitute the objection in writing required by the statute.

Any objecting shareholders of Kieckhefer and Eddy will have rights of appraisal and payment by Weyer-
haeuser for their shares under Delaware and Illinois statutes, respectively.

Weyerhaeuser shares for which a proxy in the accompanying form is properly signed and returned will be
voted in accordance with any choice specified therein and where no choice is specified will be voted in favor of
the merger (including the amendments of the Articles of Incorporation and By-Laws of Weyerhaeuser provided
for in the Joint Agreement and Plan of Merger), unless the merger shall have been abandoned before the meets
ing. The management is not aware of any other matters that will come before the meeting. If any other matter-
should be presented, the proxies will be voted as to such matters in the discretion of the person or persons

voting them.

Officers, directors and regular employees of Weyerhaeuser may solicit proxies from its stockholders by
telephone, telegraph and personal interviews as well as by mail and Weyerhaeuser will bear the cost of such

solicitation.
By order of the Board of Directors

GeorGe S. Loxg, Jr.,
Secretary

Dated: March 22, 1957
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EXHIBIT A

JOINT AGREEMENT AND PLAN OF MERGER
OF
KIECKHEFER CONTAINER COMPANY
AND
THE EDDY PAPER CORPORATION
WITH AND INTO
WEYERHAEUSER TIMBER COMPANY

WEYERHAEUSER TIMBER COMPANY

continuing as the surviving corporation

. JOINT AGREEMENT AND PLAN OF MERGER entered into this 20th day of March, 1957 (here-
after called “this agreement”), by and between WEYERHAEUSER TIMBER COMPANY s; corporation
of the State of Washington (hereinafter sometimes called “Weyerhaeuser”), KIECKHEFER’ CONTAINER
COMPANY, a corporation of the State of Delaware (hereinafter sometimes called “Kieckhefer”), and THE
EDDY 1_"APER CpRPORATION » & corporation of the State of Illinois (hereinafter sometimes caHec’i “Eddy”)
an.d their respective boards of directors (which three corporations are hereinafter sometimes called the “con:
stituent corporations”),

WITNESSETH:

tl ’ H g H

The authorized shares of Kieckhefer consist of 30.000 shares of i i
common stock with
29,889 shares were outstanding at the date hereof. | R A

81 4Tll";e 1a,lu’t.horized shares 0;' Eddy consist of 200,000 shares of common stock without par value, of which
s shares were outstanding at the date hereof, including 26,090 shares held by Ki :
shares were held in the treasury of Eddy. P e e

. K.iec:khefer and Ef!dy respectively have authority to carry on businesses for the conduct of which a corpo-
ration might be organized under the Uniform Business Corporation Act of the State of Washington.

"I‘he constituent corporations and their respective boards of directors deem it to be advisable and for the
_best interests of each of said corporations and its shareholders that Kieckhefer and Eddy be merged with and
into Weyerhaeuser as authorized by and pursuant to the respective laws of the States of Delaware, Illinois and
Washington (said merger being hereinafter referred to as “the merger”’). ,

‘ Now, T.HEREFORE, in con_sideration of the premises and the mutual agreements and provisions herein con-
tained, and in order to prescribe the terms and conditions of the merger, the mode of carrying the same into
effect a,n.cl the mc?nner and basis of converting or otherwise dealing with the shares of each of the constituent
corporations, and to state such other provisions with respect to the merger as are de i

_ em
the parties hereto AGREE as follows: ¢ R A
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ARTICLE ONE

Kieckhefer Container Company and The Eddy Paper Corporation shall be merged with ar.ld into Weyer-
haeuser Timber Company to form a single corporation on the effective date of the merger as hereinafter defined.
Weyerhaeuser Timber Company shall continue in existence as the corporation surviving the merger and as such
is hereinafter sometimes called the “surviving corporation.” The name of the surviving corporation shall con-

tinue to be
“WEYERHAEUSER TIMBER COMPANY”

and it shall continue to be governed by the laws of the State of Washington.

ARTICLE TWO

The articles of incorporation of Weyerhaeuser as heretofore amended shall upon the effective.date of the
merger be and they hereby are further amended as follows: (1) Article III shall be changed to increase _the
number of authorized shares from 25,000,000 to 31,000,000 and to add the last four paragraphs of said article
as they appear below; and (2) Article II shall be changed to add the following: “to purchase, hold, sell and
transfer its own shares”. Said articles of incorporation as so amended shall read as follows:

ARTICLE 1.
The name of this corporation shall be ““ Weyerhaeuser Timber Company.”

ARTICLE II.

The object for which this corporation is formed is and shall be deah'ng_in lands, timber,. and all the
products of timber, and buying and selling the same; carrying on and condl-mtmg a general _loggnr}g, lumber-
ing and manufacturing business; erecting, buying and selling saw mills, shingle mills, plam'ng mills, and‘ all
other mills and factories; establishing, operating, buying and selling lumber yards; clearing ?ut and im-
provement of rivers and streams in the State of Washington; driving, catching, booming, so_rtmg, ra.ftlflg,
brailing, towing, holding and delivering logs, lumber and other timber prod.uc_ts : construfztmg, ogeratlng
and maintaining telegraphs and telephones in the State of Washington; buﬂ‘dl’ng, op_er?,tmg, buying and
selling ships, barges, steamboats and other water craft; manufacturing, mining, mﬂhng, wharfing a_nd
docking; mechanical, mercantile, improvement and building purposes; building, equipping and running
railroads; building, equipping and managing water flumes for the transportation of wood and lumber; con-
structing canals and irrigating canals; to purchase, subsecribe for, deal in and hold the stock of other_ corpo-
rations to such an extent as hereafter may be permitted or allowed by the laws of the State of Wa,shmgto'n '
or of any other state in which said corporation may do business; to purchase, hold, sell, and transfer its
own shares; and to mortgage, bond, or incumber any or all of its property, real and personal, to such sums
and amounts, and at such times and upon such terms as the corporation may ﬁrfd.necessary_oy deem expe-
dient; acquiring, owning and operating mines, mills and reduction works, and mining and milling gf)ld and
silver and other minerals; and carrying on every other species of trade and business, except banking and
building associations.

ARTICLE III.
The authorized number of shares of this corporation shall be 31,000,000 shares having a par value
of $7.50 per share.

The whole or any part of the authorized but unissued shares of this corporation may be 'issued fr?m
time to time for such consideration in property, tangible or intangible, real or personal, the fair valuation
of which to the corporation shall be not less than the aggregate par value of shares issued therefor, as th‘e
Board of Directors shall determine, without any further action on the part of the shareholders qf this
corporation. The value placed upon such consideration by the Board of Directors shall be conclusive.

The whole or any part of the authorized but unissued shares of this corporation may be 1ssued- from
time to time for such consideration in cash or necessary services actually rendered to the corporation as
the shareholders shall determine at any annual or special meeting duly called and held for that purpose or
as the Board of Directors shall determine acting under authority hereafter econferred by the shareholders.
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Each share so issued for which the full consideration fixed as aforesaid shall have been paid or de-
livered shall be fully paid and non-assessable, and the holder of such share shall not be liable for any
further payments therefor.

The Board of Directors may from time to time authorize the issuance of shares of this corporation,
whether now or hereafter authorized, in consideration of property, tangible or intangible, real or personal,
without first offering such shares to the shareholders of this corporation.

ARTICLE 1IV.
The time of the existence of this corporation shall be perpetual.

ARTICLE V.

The number of directors of this corporation shall be the number designated by the By-Laws, not
less than nine (9) and not more than fifteen (15).

ARTICLE VI.

The principal place of business of this corporation shall be located in the City of Tacoma, County of
Pierce in the State of Washington.

The articles of incorporation of Weyerhaeuser, as so amended, shall continue to be the articles of incorporation
of the surviving corporation, until further amended as provided by law, and the surviving corporation reserves

the right to effect further amendments thereof in the manner now or hereafter prescribed by the laws of the
State of Washington.

ARTICLE THREE

The by-laws of Weyerhaeuser in effect immediately prior to the effective date of the merger shall contin-
ue in effect as the by-laws of the surviving corporation, unless and until amended or repealed in the manner
provided by law and said by-laws, except that Article III, Section 1 of said by-laws shall upon the effective
date of the merger be and it hereby is amended to increase the number of directors from thirteen (13) to
fifteen (15).

ARTICLE FOUR

Initially the board of directors of the surviving corporation shall consist of the persons who are direc-
tors of Weyerhaeuser immediately prior to the effective date of the merger and Herbert M. Kieckhefer and
Robert H. Kieckhefer; and they shall hold office until the annual meeting of shareholders next succeeding
the effective date of the merger or until the election and qualification of their respective successors.

ARTICLE FIVE

The manner and basis of converting or otherwise dealing with the shares of each of the constituent cor-
porations are as follows:

(a) Each share of Weyerhaeuser which is issued and outstanding or in the treasury of Weyerhaeuser
immediately prior to the effective date of the merger (except shares, if any, then held by either of the
other constituent corporations) shall continue to be one fully paid and non-assessable share of the par
value of $7.50 of the surviving corporation.

(b) Each share of common stock of Kieckhefer which is issued and outstanding immediately prior
to the effective date of the merger (except shares, if any, then held by either of the other constituent
corporations), and all rights in respect thereof, shall be converted, by virtue of the merger and on the
effective date thereof and without any action on the part of the holder thereof, into 148 fully paid and
non-assessable shares of the par value of $7.50 each of the surviving corporation.

(c) Each share of common stock of Eddy which is issued and outstanding immediately prior to the
effective date of the merger (except shares, if any, then held by either of the other constituent corpora-
tions), and all rights in respect thereof, shall be converted, by virtue of the merger and on the effective
date thereof and without any action on the part of the holder thereof, into ten fully paid and non-
assessable shares of the par value of $7.50 each of the surviving corporation.
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(d) On the effective date of the merger each share of common stock of Kieckhefer or of Eddy
which is held in the treasury of such corporation immediately prior to such effective date and each
share of any one of the constituent corporations which is held immediately prior to such effective date
by either of the other constituent corporations shall be cancelled and retired, and no shares of the sur-
viving corporation shall be issued in respect thereof.

(e) After the effective date of the merger the holders of certificates representing shares of Kieck-
hefer or Eddy which shall have been converted as aforesaid, except holders who shall have objected to
the merger and demanded the fair value of their shares as provided by law, shall be entitled to receive,
against the surrender of their certificates for exchange and in full satisfaction of all rights evidenced there-
by, certificates representing the number of shares of the par value of $7.50 each of the surviving corpora-
tion into which the shares evidenced by the surrendered certificates shall have been converted as afore-
said. Until so surrendered, each certificate representing shares of common stock of Kieckhefer or Eddy
which shall have been converted into shares of the surviving corporation shall be deemed for all corporate
purposes to evidence ownership of the number of shares of the surviving corporation into which the same
shall have been converted as set forth above; provided, however, that until the holder of such certificate
shall have surrendered the same for exchange as aforesaid, no dividend payable to holders of record of
shares of the surviving corporation as of any date subsequent to the effective date of the merger shall
be paid to such holder with respect to the shares of the surviving corporation represented by such cer-
tificate, but upon surrender of such certificate for exchange as aforesaid there shall be paid to the person
in whose name a certificate or certificates for shares of the surviving corporation are issued therefor the
amount of dividends which shall have theretofore become payable with respect to the number of shares
of the surviving corporation represented by the certificate or certificates so issued.

ARTICLE SIX

On the effective date of the merger,

(a) the constituent corporations shall become one corporation, which shall be Weyerhaeuser Timber
Company, the surviving corporation, and the separate existence of Kieckhefer and Eddy shall cease,
except in so far as continued by statute;

(b) the surviving corporation shall thereupon and thereafter possess all the rights, privileges, im-
munities, powers and franchises, as well of a public as of a private nature, of each of the constituent corpora-
tions; and all property, real, personal and mixed, of each of the constituent corporations, and all debts
due on whatever account to any of them, including subscriptions, if any, for shares, and all other things
in action belonging to any of the constituent corporations shall be taken and be deemed to be transferred
to and vested in, or shall continue to be vested in, the surviving corporation, without further act or deed,
and shall be thereafter as effectually the property of the surviving corporation as they were of the con-
stituent corporations, respectively; and the title to any real estate, or any interest therein, vested in any
of the constituent corporations, shall not revert or be in any way impaired by reason of the merger;

(c) the surviving corporation shall thenceforth be responsible for all the liabilities and obligations
of each of the constituent corporations in the same manner as if the surviving corporation had itself
incurred such liabilities and obligations, but the liabilities of the constituent corporations or of their share-
holders, directors or officers shall not be affected, nor shall the rights of the creditors thereof, or of any
person dealing with any of the constituent corporations, or any liens upon the property thereof (limited
in lien to the property subject thereto immediately prior to the effective date of the merger) be impaired
by the merger, and any claim existing or action or proceeding pending by or against any of the constituent
corporations may be prosecuted to judgment as if the merger had not taken place, or the surviving cor-
poration may be proceeded against or substituted in its place, all as provided in the respective laws of the
States of Washington, Delaware and Illinois.
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Kleckl_lefer and Eddy each agrees that if at any time the surviving corporation shall consider that any
further gss:gnm'ents or assurances are necessary or desirable to vest or confirm the vesting in the surviving
corporation of title to any property, rights, privileges or franchises of either Kieckhefer or Eddy, it will execut:
and deliver all such deeds and other instruments and will take all such other action as the surviv{ng corporation
may request for such purpose and otherwise to carry out the intent and purposes of the merger.

_ ARTICLE SEVEN
On the effective date of the merger,

(a) Fhe assets and liabilities o_f Kieckhefer and Eddy shall be taken up on the books of the surviving
corporation at the amounts at which they shall be carried at that time on the books of those companies,

:-subjec_t t(? such adjustments or eliminations as may be made in accordance with generally accepted aceount-
ing principles;

(b) the earnegl surplus and capital surplus of the surviving corporation shall be the sums of the earned
surpluses and capital surpluses, respectively, of the constituent corporations on such date, subject in each
case to such charges, adjustments and eliminations as may be made in accordance with th’e following sub-
paragraph (¢) or in accordance with generally accepted accounting principles; and

(c) the stated capital of the surviving corporation shall be the sum of the par value of all shares of its
common stock then issued, and the amount by which such stated capital shall exceed the aggregate stated
capital of the constituent corporations immediately prior to the effective date of the merger shall be
charged to the capital surplus of the surviving corporation and, to the extent that such capital surplus is
not adequate for the purpose, to the earned surplus of the surviving corporation.

ARTICLE EIGHT

1. The §urviving corporation hereby agrees that it may be served with process in the State of Delaware in
any pr(?ceedmg for enforcement of any obligation of Kieckhefer or in any proceeding for the enforcement of any
obligation of the surviving corporation arising from the merger, including any proceeding to enforece the right of
any stockholder of Kieckhefer as determined in appraisal proceedings pursuant to the provisions of Section 262
of the General Corporation Law of the State of Delaware, and hereby irrevocably appoints the Secretary of
State of the State of Delaware as its agent to accept service of process in any such proceeding. The address to

2. '_The surviving corporation hereby agrees that it may be served with process in the State of Illinois in any
procee_dmg f'or the enforcement of any obligation of Eddy and in any proceeding for the enforcement of the rights
gf a (:Lsseni_uéf :harfe?}i)ldser of Idedy against the surviving corporation, and hereby irrevocably appoints the

ecretary of State of the State of Illinois as the agent of the surviving corporation t i i
e e g corporation to accept service of process in

. 3. The s_urvivmg corporation hereby further agrees that it will promptly pay to the dissenting shareholders
if any, of Kieckhefer and Eddy, respectively, the amounts to which they shall be entitled under the provisions’
of thf: .Genera] Corporation Law of the State of Delaware in the case of shareholders of Kieckhefer or under the
provisions of The Business Corporation Act of the State of Illinois in the case of shareholders of Eddy.

ARTICLE NINE

This agreement shall be submitted to the shareholders of each of the constituent corporations at meetings
separately called for the purpose, and the merger shall become effective upon the approval of this agreement and
the merger herein provided for by the requisite vote of the shareholders of each of said corporations and the
execution, filing, issuance, and recording of such documents as may be required under the respective laws of the
Stat:s of Del:,;:rare, Illir;ois and Washington. The term “effective date of the merger,” as used in this agree-
ment, means the point of time at which the last act requi i i
e e e quired to make the merger effective under the respective
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ARTICLE TEN

Anything herein or elsewhere to the contrary notwithstanding, this agreement and the merger herein pro-
vided for may be terminated and abandoned at any time before it becomes effective as provided in Article
Nine, without action by shareholders of any constituent corporation, (a) by mutual consent of the boards of
directors of all of the constituent corporations or (b) by action of the board of directors of any one of the
constituent corporations taken in accordance with any agreement between the constituent corporations in
existence at the time of such action.

ARTICLE ELEVEN

For the convenience of the parties and to facilitate the filing and recording of this agreement, any number of
counterparts may be executed, and each such executed counterpart shall be deemed to be an original instrument.

Ix Witness WHEREOF, the undersigned directors, being a majority of the board of directors of each of the
constituent corporations and having voted in favor of entering into the foregoing merger agreement at directors’
meetings of the respective constituent corporations duly called and regularly held for that purpose, have signed
their names hereto and have caused the respective corporate seals of the constituent corporations to be affixed
hereto, on the 20th day of March, 1957.

Constituting a majority of the board of directors of Weyerhaeuser Timber Company

[CORPORATE SEAL]
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Constituting a majority of the board of directors of Kieckhefer Container Company

[CorPORATE SEAL]

Constituting a majority of the board of directors of The Eddy Paper Corporation

[CorPORATE SEAL]



I, GEoraE S. LoNa, Jr., Secretary of WeEYERHAEUSER T1MBER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly submitted
to the shareholders of WEYERHAEUSER TiMBER CoMPANY at a special meeting of said shareholders called
separately by the board of directors for the purpose of considering and taking action upon said Joint Agreement
and Plan of Merger, which meeting was regularly held on the 22nd day of April, 1957, pursuant to notice duly
given to each shareholder as provided in the by-laws and the laws of the State of Washington, and the holders
of more than two-thirds of the total issued and outstanding shares of said corporation being duly represented
thereat, a vote was taken for the adoption or rejection of said Joint Agreement and Plan of Merger, and the
holders of more than two-thirds of the voting power of all shareholders of said corporation voted in favor of
the adoption of said Joint Agreement and Plan of Merger.

IN Writness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of
WEYERHAEUSER TIMBER COMPANY this day of April, 1957.

{CorPORATE SEAL] ’ Secretary of WEYERHAEUSER TiMBER COMPANY

I, W. F. KieckHEFER, Secretary of KiEcKHEFER CoNTAINER CoMmPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly sub-
mitted to the shareholders of KieckHEFER CoNTAINER CoOMPANY at a special meeting of said shareholders
called separately by the board of directors for the purpose of considering and taking action upon said Joint
Agreement and Plan of Merger, which meeting was regularly held on the 24th day of April, 1957, pursuant
to notice duly given to each shareholder, and the holders of more than two-thirds of the total issued and out-
standing shares of said corporation being duly represented thereat, a vote was taken by ballot for the adoption
or rejection of said Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the total
number of shares of its stock (being more than two-thirds of the voting power of all shareholders of said cor-
poration) voted by ballot in favor of the adoption of said Joint Agreement and Plan of Merger.

INn Wirness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of Kinck-
HEFER CONTAINER CoMPANY this day of April, 1957.

[CorporATE StAL] Secretary of KieckHEFER CONTAINER COMPANY
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I, R. C. MEIER, Secretary of THE Eppy PAPER CorroraTION, hereby certify as such Secretary and under
the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having been first
duly signed by a majority of the directors of each of the constituent corporations, was duly submitted to
the shareholders of Tur Eppy Parer CORPORATION at a special meeting of said shareholders called separately
by the board of directors for the purpose of considering and taking action upon said Joint Agreement and
P}an of Merger, which meeting was regularly held on the 23rd day of April, 1957, pursuant to notice duly
given to each shareholder, and the holders of more than two-thirds of the total issued and outstanding shares
of .smd corporation being duly represented thereat, a vote was taken for the adoption or rejection of said
Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the outstanding shares
entitled to vote at such meeting (being more than two-thirds of the voting power of all shareholders of said
corporation) voted in favor of the adoption of said Joint Agreement and Plan of Merger.

In Wirness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of TaE
Eppy Paper CorrPoraTION this day of April, 1957.

Secretary of TaE Eppy ParEr CORPORATION

[CoRrPORATE SEAL]



In WitnEss WHEREOF, each of the constituent corporations has caused its President and Secretary to

_sign their names hereto and to affix its corporate seal hereto, as of the date of the foregoing certification by
its Secretary.

WEYERHAEUSER TIMBER COMPANY

By

President

CORPORATE SEAL]

By
Secretary

K1eckeEFER CoNTAINER COMPANY

By

President

[CorPORATE SEAL]

By

Secretary

TeE EppY PAPER CORPORATION

By

President

[CorPORATE SEAL]

By.

Secretary
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STATE OF WASHINGTON
County oF PIERCE

On this day of April, 1957 before me, , & notary public in
and for the county and state aforesaid, personally appeared , to me known
to be the President of WEYERHAEUSER TiMBER CoMPANY, a corporation of the State of Washington, the
corporation that executed the foregoing instrument and acknowledged said instrument to be the free and
voluntary act, deed and agreement of said corporation, for the use and purposes therein mentioned, and on oath
stated that he was authorized to execute said instrument and that the seal affixed thereto is the corporate
seal of said corporation.

In WirnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public in and for the
State of Washington, residing at Tacoma

STATE oF }
s8.
COUNTY OF

BE 1T REMEMBERED, that on this day of April, 1957, personally came before me, a Notary Public in
and for the county and state aforesaid, H. M. KieckHEFER, President of KieckHEFER CoNTAINER COMPANY,
a corporation of the State of Delaware, the corporation described in and which executed the foregoing instru-
ment, known to me personally to be such, and acknowledged the said instrument to be his act and deed and
the act and deed of said corporation, and that the signatures of the said President and of the Secretary of said
corporation to the foregoing instrument are in the handwriting of said President and Secretary, respectively,
and that the seal affixed to said instrument is the corporate seal of said corporation, and that his act of sealing,
executing, acknowledging and delivering the said instrument was duly authorized by the board of directors
of said corporation.

In Witness WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public

STATE OF }
88.
COUNTY OF

I, , & Notary Public in and for the county and state aforesaid, do hereby certify
that on the day of April, 1957, personally appeared before me W. F. KieckuEFER who declared that he is
the President of THE EppY PAPER CORPORATION, a corporation of the State of Illinois, one of the corporations
executing the foregoing instrument, and being first duly sworn by me acknowledged that he signed the foregoing
instrument in the capacity therein set forth and declared that the statements therein contained are true.

Ix WirnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public
A-11



EXHIBIT B

MEMORANDUM OF AGREEMENT
made March 20, 1957
with respect to merger
of
KIECKHEFER CONTAINER COMPANY
and
THE EDDY PAPER CORPORATION
with and into
WEYERHAEUSER TIMBER COMPANY

The boards of directors of WevyeErHAEUSER TiMBER CompaNY (hereinafter called ‘“Weyerhaeuser”),
KieckeEFER CoNTAINER CoMPANY (hereinafter called ““Kieckhefer”) and Tae Eppy PareEr CORPORATION
(hereinafter called ““Eddy”), have approved a plan for the merger of Kieckhefer and Eddy into Weyerhaeuser
pursuant to the respective laws of the States of Delaware, Illinois and Washington which is set forth in the form
of Joint Agreement and Plan of Merger attached hereto and made a part hereof.

Weyerhaeuser, Kieckhefer and Eddy wish to set forth herein certain further agreements relating to the
merger, as follows:

1. Weyerhaeuser, Kieckhefer and Eddy each agrees duly to call a special meeting of its shareholders, to
be held not later than April 25, 1957, to consider and act upon the merger.

2. Weyerhaeuser, Kieckhefer and Eddy each represents and warrants that the audited consolidated finan-
cial statements for the years 1952-1956, inclusive, which it has heretofore submitted to the other parties fairly
present the financial position of itself and its subsidiaries and the results of their operations at the dates and for
the periods designated therein, and were prepared in conformity with generally accepted accounting principles
applied on a consistent basis throughout the periods involved. Each represents and warrants further that:

(a) Since December 31, 1956 neither it nor any of its subsidiaries (i) has entered into any transaction
or incurred any obligation out of the ordinary course of business other than the acquisition by Weyer-
haeuser of certain assets from W. A. Woodard Lumber Co. and others in connection therewith, or (ii) has
had any adverse change in its business or financial condition or properties, which is material to it and its
subsidiaries on a consolidated basis.

(b) Neither it nor any of its subsidiaries has any liabilities (in excess of balance sheet provisions
therefor), contingent or otherwise, which are material to it and its subsidiaries on a consolidated basis.

(¢) There is no litigation, proceeding or investigation pending or threatened against it or any of its
subsidiaries which could result in any material adverse change in the properties, business, financial condi-
tion or prospects of it and its subsidiaries on a consolidated basis.

(d) Neither it nor any of its subsidiaries is obligated to purchase any of its shares of stock except
that under the terms of an Agreement of Purchase and Sale dated March 20, 1957 between Weyerhaeuser
and certain shareholders of Kieckhefer and Eddy, respectively (hereinafter called the “ Agreement of Pur-
chase and Sale”), Weyerhaeuser is obligated to purchase, subject to the merger’s becoming effective, cer-
tain shares of Kieckhefer and of Eddy or, at Weyerhaeuser’s election, the number of shares of Weyer-
haeuser into which said shares of Kieckhefer and Eddy will be converted by the merger.

3. Kieckhefer and Eddy each agrees that without the prior approval of Weyerhaeuser it and its subsidiaries
will not authorize additional capital expenditures prior to the effective date of the merger which when added
to capital expenditures authorized since February 6, 1957 will exceed the following amounts respectively:

Kiackliefer and sUbSIAIALY:. smw ol Saom s s omn sda orn s S0 vasvd sl s 5 $5,000,000
Eddy atid subsidiafies. . ooos sy seie 3o snin oo 5 a5 & ows 5me i3 seie sams 2,000,000




4. Weyerhaeuser represents and warrants that it is a corporation duly organized and existing in good stand-
ing under the laws of the State of Washington; that its authorized shares of stock consist of 25,000,000 shares of
the par value of $7.50 per share, of which 24,932,072 shares are outstanding and 67,928 shares are held in its
treasury; that all of such treasury shares are reserved for sale under existing stock options; that all of such issued
shares are legally issued, fully paid and non-assessable; and that there are no outstanding warrants or rights to
acquire its shares except pursuant to its existing stock option plan.

5. Kieckhefer represents and warrants that it is a corporation duly organized and existing in good standing
under the laws of the State of Delaware; that its authorized shares of stock consist of 30,000 shares of common
stock without par value; that 29,889 shares of such stock are outstanding and no shares of such stock are held in
its treasury; that all of said outstanding shares are legally issued, fully paid and non-assessable; and that there
are no outstanding warrants or rights to acquire its stock.

6. Eddy represents and warrants that it is a corporation duly organized and existing in good standing under
the laws of the State of Illinois; that its authorized shares of stock consist of 200,000 shares of common stock
without par value; that 181,415 shares of such stock are outstanding, including 26,090 shares held by Kieckhefer,
and that 8,634 shares are held in Eddy’s treasury; that all of such issued shares are legally issued, fully paid and
non-assessable; and that there are no outstanding warrants or rights to acquire its stock.

7. Weyerhaeuser, Kieckhefer and Eddy each agrees that prior to the effective date of the merger:

(a) it will not reclassify its stock or issue or sell any shares of its stock or rights to acquire its stock (ex-
cept as Weyerhaeuser may issue additional options or sell shares upon the exercise of options heretofore
granted pursuant to its existing stock option plan);

(b) it will not make any capital distribution and will not declare or pay any dividends except cash divi-
dends on a proportional basis from January 1, 1957 to the effective date of the merger at the following an-
nual rates per share, respectively: Weyerhaeuser, $1.00; Kieckhefer, $36.00; Eddy, $14.00;

(¢) meither it nor any of its subsidiaries will enter into any transaction or incur any obligation out of
the ordinary course of business without the prior consent of the other two parties;

(d) it will not purchase or sell any shares of its own stock or the stock of either other party, except that
Weyerhaeuser may purchase or sell its own shares pursuant to its stock option plan and may purchase its
own shares or shares of Kieckhefer and Eddy under the Agreement of Purchase and Sale; and

(e) it will not sell or permit to be sold any stock of its subsidiary or subsidiaries.

8. Kieckhefer and Eddy each represents and warrants that all contracts and licenses of material importance
to its business or the business of any of its subsidiaries are or prior to the effective date of the merger will be
assignable to Weyerhaeuser.

9. Kieckhefer and Eddy each agrees it will execute and deliver to Weyerhaeuser at any time concurrently
with or after the effective date of the merger any deed, assignment, conveyance or other assurance of title which
Weyerhaeuser may request to assure or confirm its title to any property, rights, privileges or franchises to be
vested in Weyerhaeuser by virtue of the merger, and will take any further action Weyerhaeuser may request
for such purpose or otherwise to carry out the intent and purposes of the merger.

10. Weyerhaeuser, Kieckhefer and Eddy shall each have the right to make any investigations it deems
desirable for the purpose of ascertaining the truth and accuracy of any representation and warranty made
herein or in the audited consolidated financial statements that have been previously interchanged by the parties
or for the purpose of ascertaining whether all agreements made herein by the other parties hereto have been

performed.
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11, Weyerhaeus_er, Kieckhefer and Eddy agree that anything herein to the contrary notwithstanding the
merger may be terminated and abandoned, either before or after approval by the shareholders of one or more
of the respective corporations has been obtained, as follows:

(a) by mutual consent of the respective boards of directors of the parties hereto; or

- (b) by the board of directors of any one of the parties hereto if, in the judgment of & majority of its
directors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling or
rulings from the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto
will be tax-free as to the corporations and the stockholders who exchange; or

(¢) by the board of directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(i) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of shareholders
of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares which they
otherwise would have been entitled to receive pursuant to the terms of the merger;

(ii) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(iii) the failure of Kieckhefer or Eddy to perform any agreement hereunder;

(iv) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Kieckhefer or Eddy;

_(‘f) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy, and its subsidiary or subsidiaries; or

(vi) the failure to render full performance of their respective obligations by every other party to
the Agreement of Purchase and Sale, or the failure for any reason by any other such party to sell
his shares to Weyerhaeuser as provided therein; or

(d) by the board of directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of':

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;

(ii) the failure of Weyerhaeuser to perform any agreement hereunder;

(iii) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.
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12. Weyerhaeuser, Kieckhefer and Eddy each agrees on the day prior to the effective date of the merger to
interchange certificates stating that (a) it has complied with all of its agreements herein contained and (b) that
all the representations and warranties made by it herein are true and eorrect as if made as of that date (except as
to the numbers of outstanding shares, treasury shares and stock options of Weyerhaeuser, and except for any
other changes contemplated by this agreement), and setting forth any material changes in its business or finan-
cial condition and the business or financial condition of its subsidiary or subsidiaries since December 31, 1956.

13. Weyerhaeuser, Kieckhefer and Eddy agree that any special meetings of shareholders referred to in
paragraph 1 hereof may be adjourned from time to time, prior or subsequent to the taking of action upon the
merger, to a later date or dates and that, for any of the reasons set forth in paragraph 11 hereof, the board of
directors of any of such corporations may postpone the execution or filing of the Joint Agreement and Plan of
Merger or the Articles of Merger in the appropriate State offices; provided that no such adjournment or post-
ponement shall affect any right to terminate or abandon the merger.

14. If the merger shall not become effective or is terminated or abandoned, each party agrees to pay all of
its own expenses incurred in connection with the merger, the negotiations leading to the merger and any
preparations made for effectuating the merger.

15. This agreement shall no longer bind any party unless the merger shall become effective prior to
July 1, 1957, unless extended by mutual agreement.

16. When the merger becomes effective the respective representations and warranties of the parties hereto
shall terminate and be of no further force or effect.

In WitnEss WHEREOF, this agreement has been executed by the parties hereto by their duly authorized
officers on the aforesaid date.

WEYERHAEUSER TIMBER COMPANY

By

(Vice) President

KieckHEFER CoNTAINER COMPANY

By

(Vice) President

TuE Eppy ParEr CORPORATION

By.

(Vice) President
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January 16, 1957

Outstanding Eddy Paper Company: 181,415 shares less 26,090 shares owned
by Kieckhefer Container Company, leaving 155,125 shares which are offered at
39 e 1.
Kieckhefer Container Company has 29,889 shares offered at 148 to 1, equivalent
to 1,553,250 shares of Weyerhaeuser Timber Company for Eddy Paper Company stock
and 4,423,572 shares for Kieckhefer Container stock, or a total of 5,976,822 shares.
They believe major stockholders would convert to cash 12 to 20 million dollars
worth of shares. Also that they could turn over the Eady Paper Company stock in
the profit-sharing fund for cash to be reinvested. There are 15,200 shares of
Eddy stock in the Kieckhefer fund and 10,000 shares in the Eddy Paper Company fund.
Major stockholders would give first refusal or preference to Weyerhaeuser
on any stock that they wish to sell for the next 5 years. Expense of the merger
would be borne by the two companies and not passed to the stockholders. 1In
calculating the value of this offer Kieckhefer used a figure of $36 per share
for Weyerhaeuser stock.
For reference purposes it may be well to recall that the earnings ratio
without adding in any of our depletion was 3.93 to 1; 4.11 when we added in
depletion on fee timber; and 4.32 when we added in depletion on fee and purchased

timber. The ratio here proposed is 4.18.

Ratio Shares $ @ 36 (000 omit)
3.93 to 1 6,350 228,600

4,11 6,080

4.18 S 907 £15,185

4.32 5,700 207,684

HWM
mhh




January 16, 1957

ESTIMATED VALUE

K.
Replacement Value - Flant and Equlp. $ 160,000
Less Book Value zu‘ng
$ 105,221

Add Net Shareholder Interest 111,551
216,77e

Add Timber Values Excess of Book 24,000
$ 240,772

Intangibles: Good will, Know-how, Development Cost ?
195? Earnings x 15 ' § 242,000



1/11/57

KCCo
Merger based on relative income
with WT'Co income including

restoration of depletion charges

(amounts in thousands)

WTCo est. 1956 income
Add: depletion of timber

Net income

Ratio to KCCo est. 1956 income $13 352
Of WTICo '
Earnings per share - combined
companies - basis 30 mil. shares
5 mil. shares $2. 37 per share
KCCo 1956 est. earnings
Deficiency

Funds required to produce $1, 502
@ 14 times earnings
Plus 1/3 for taxes

HWMorgan
ms

$52 437
5 295

$ 57 662

432%

$ 2.37

$ 11 850
13 352

$g—

$21 028
7 009

$ 28 037



AGREEMENT OF PURCHASE AND SALE

Tuis AGREEMENT made as of the 20th day of March, 1957 by and between the persons named in Section 1
hereof (hereinafter called the “selling shareholders”) and WeverrAEUSER TiMBER COMPANY, a corporation
of the State of Washington (hereinafter called “Weyerhaeuser),

WITNESSETH:

Kieckuerer ConNTAINER CoMPANY, & corporation of the State of Delaware (hereinafter called “Kieck-
hefer”’), THE Eppy PapeEr CoORPORATION, a corporation of the State of Illinois (hereinafter called “Eddy”)
and Weyerhaeuser, and their respective boards of directors, propose to enter into an agreement providing for
the merger of Kieckhefer and Eddy with and into Weyerhaeuser (hereinafter called the “merger’”). Weyerhaeu-
ser desires to purchase from the selling shareholders, and the selling shareholders desire to sell to Weyer-
haeuser, the shares of stock described in Section 1 hereof upon the terms and conditions herein set forth.

Now, THEREFORE, in consideration of the premises and the mutual agreements herein contained, the
parties hereto agree as follows:

(a) Subject to all the terms and conditions set forth in this agreement, each selling shareholder severally
agrees to sell to Weyerhaeuser, and Weyerhaeuser agrees to purchase from such selling shareholder, the number
of shares of common stock of Kieckhefer or Eddy, or both, set forth below opposite the name of such selling
shareholder or, at the election of Weyerhaeuser, the number of shares of Weyerhaeuser into which said shares
of Kieckhefer or Eddy, or both, will be converted upon the “effective date of the merger”, as that term is
defined in the merger agreement, at the price of $5,328 per share of Kieckhefer, $360 per share of Eddy or

$36 per share of Weyerhaeuser, whichever price is applicable:

Number of Shares of
Common Stock of

Equivalent in
Selling Shareholder Kieckhefer Eddy Weyerhaeuser Shares

J. W. Kieckhefer, H. M. Kieckhefer and C. H. Carpenter, Trustees of the

Employees’ Profit Sharing Plan of Kieckhefer Container Company and

North Carolina Pulp Company U/T/A dated 11/24/41, as amended....... 7,577 75,770
J. W. Kieckhefer, Anthony Haines and Erwin K. Radke, Trustees of the Em-

ployees’ Profit Sharing Plan of The Eddy Paper Corporation and Rochester

Folding Box Company U/T/A dated 10/17/41, as amended. ............. 6,411 64,110
JOADNB B OB I 1 s avvc svirasivsesim sy 30 i S0 S8 L B S AR S e A i 18 15 2,814
Rathavime As Biodeh <o e svrrness s svand sl esd i e Sas o, 18 15 2,814
Susabi DIGTHON L0 vedowabimairsbnsmnt s bbbl bbb vt b s b e 2 18 15 2,814
*Katharine A. Smart, Trustee for Jay Hooker U/T/A dated 12/16/43 ....... 18 15 2,814
Elizabeth M. Peters, Katharine A. Smart and Virginia I.. Whitacre, Trus-

tees under the last will and Testament of Mabelle C. Walker, Dec’d...... 18 15 2,814
Katharine A. Smart and Virginia L. Whitacre, Trustees for Virginia L.

Whitacre, et al U/T/A dated 12/16/43 ... ... ... iiiiiiiiiiiinn.. 120 102 18,780
Katharine A. Smart and Virginia L. Whitacre, Trustees for Katharme A,

Smart, et al U/T/A dated 12/16/43. .......cciiiiiiiriiiiiiiiiiiananans . 120 102 18,780
Katharine A. Smart and Virginia L. Whitacre, Trustees for Elizabeth M.

Peters, et al U/T/A dated 12/16/43 . .. ... oouee e 120 102 18,780
*Elizabeth M. Peters, Trustee for Marilyn Peters U/T/A dated 12/16/43. .. 18 15 2,814
Blizabath M. PETETE 4o inna atsnioin oiasiv s sivsis s sieivia b swaas s 18 15 2,814
Joneph B Peters. . . oot nsms svanss v svuis s S06 0 ey aa i sie g suan 18 15 2,814
Vargindn Li. WIIEREPE oo wmunim i sioens b s sy s ose s s s 18 15 2,814
*Virginia L. Whitacre, Trustee for Terry Lou Whitacre U/T/A dated 12/16/43 18 15 2,814
*Virginia I.. Whitacre, Trustee for Lynn Whitacre U/T/A dated 12/16/43... 18 15 2,814
*Virginia L. Whitacre, Trustee for Janet Whitacre U/T/A dated 12/16/43. .. 18 15 2,814
Constance M. WAIKET . ... ..o copmmmmucemms s ssmmsn o nnis s wabis stns 14 140
T B b R T T T e 2,000 5,269 348,690

2,576 19,757 578,818

*If during the life of this agreement a guardian is appointed for the beneficiary under this trust and the deseribed shares held
by the trustee are transferred to the guardian, such guardian may by an instrument in writing delivered to Weyerhaeuser and
the Agent hereinafter apﬁomted agree to adopt and become bound by all of the obligations and undertakings of the trustee for
such beneficiary under this agreement Whereuﬁon the trustee and the trust shall be relieved from any further obligation or
liability hereunder and the term *‘selling shareholders’’ shall be deemed to include such guardian,
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The shares which Weyerhaeuser will purchase under this agreement; whether shares of Kieckhefer and Eddy
or of Weyerhaeuser, are hereinafter sometimes collectively referred to as the “Stock’, and the number of shares
of Weyerhaeuser into which the above described shares of Kieckhefer and Eddy will be converted upon the
effective date of the merger, if not sold to Weyerhaeuser prior thereto, are hereinafter sometimes referred to
as “the equivalent in Weyerhaeuser shares’.

(b) The several obligations of the selling shareholders, other than the trustees of the Employees’ Profit
Sharing Plan of Kieckhefer Container Company and North Carolina Pulp Company and other than the trustees
of the Employees’ Profit Sharing Plan of The Eddy Paper Corporation and Rochester Folding Box Company,
to sell their shares to Weyerhaeuser pursuant to this agreement shall be subject to the condition that within the
time provided in paragraph 4(a) below the Agent named in paragraph 2 below shall have deposited with
Continental Illinois National Bank and Trust Company of Chicago, as escrowee hereunder (hereinafter called
the “escrowee’), a photostatic copy of a ruling from the Commissioner of Internal Revenue that the sale of
shares hereunder by Emery L. Walker is entitled to capital gain treatment, accompanied by an opinion of
Messrs. Whyte, Hirschboeck, Minahan, Harding & Harland, Milwaukee, Wisconsin, that such ruling satisfies
the condition stated in this subparagraph; provided, however, that such selling shareholders may elect to waive
such condition by depositing with the escrowee within the aforesaid time a notice or notices in writing to that
effect. Emery L. Walker agrees with Weyerhaeuser that he will make or cause to be made reasonable efforts
to obtain the required ruling.

(¢) Weyerhaeuser’s obligation to purchase shares hereunder from each selling shareholder shall be subject
to the accuracy in all material respects of the several representations and warranties of the selling shareholders
hereunder and to the further condition that the several purchases of shares hereunder from all of the selling
shareholders, respectively, shall be consummated concurrently ; provided, however, that Weyerhaeuser may at
its election waive this condition, as well as any other condition to its obligations hereunder, by notice in writing
to that effect delivered to the escrowee.

2. On or prior to the date of adoption of the merger agreement by the shareholders of Kieckhefer or the
date of adoption thereof by the shareholders of Eddy, whichever is the later date, Weyerhaeuser shall notify the
firm of Whyte, Hirschboeck, Minahan, Harding & Harland, attention of Malcolm K. Whyte (which firm is
hereby designated as the agent of the selling shareholders for the purpose of receiving all notices which may
be given to them by Weyerhaeuser pursuant to this agreement and which is herein referred to as the “Agent’)
in writing of its election to buy shares of Kieckhefer and Eddy, respectively, or the equivalent in Weyerhaeuser
shares. Delivery of and payment for the Stock shall be deemed to have been made, and title thereto shall be
deemed to have passed to Weyerhaeuser, immediately prior to the effective date of the merger if Weyerhaeuser
elects to purchase shares of IGeckhefer and Eddy, respectively, or immediately after the effective date of the
merger if Weyerhaeuser elects to purchase the equivalent in Weyerhaeuser shares. In no event shall the
purchase and sale of shares of Kieckhefer and Eddy be consummated unless the merger becomes effective prior
to July 1, 1957.

3. (a) Each of the selling shareholders (except those before whose names an asterisk appears in para-
graph 1(a) above) severally represents and warrants to Weyerhaeuser that:

(i) such selling shareholder has a valid marketable title to the shares of Kieckhefer or Eddy, or both,
which he has agreed to sell to Weyerhaeuser, free and clear of any lien, encumbrance or claim of others;
all of said shares have been validly issued and are fully paid and non-assessable; such shareholder has,
and on the effective date of the merger such selling shareholder or his successor or legal representative will
have, full legal right and power and all authority required by law to enter into this agreement and to
sell and transfer said shares, and the equivalent in Weyerhaeuser shares if Weyerhaeuser elects to pur-
chase the same, on the terms and conditions herein stated; and

(ii) delivery of said shares or the equivalent in Weyerhaeuser shares to Weyerhaeuser in accordance
with this agreement will vest title thereto in Weyerhaeuser, free and clear of any lien, encumbrance or
claim of others, and the shares so delivered to Weyerhaeuser will be validly issued, fully paid and non-
assessable in the hands of Weyerhaeuser.

(b) Each trustee before whose name an asterisk appears in paragraph 1(a) above severally represents and
warrants to Weyerhaeuser that he has a valid title to the shares of Kieckhefer or Eddy, or both, set opposite his
name in said paragraph 1(a), free and clear of any lien, encumbrance or claim of others.
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(¢) In the event any trustee before whose name an asterisk appears in paragraph 1(a) above shall seek in
good faith the appointment of a guardian for the beneficiary for whom he is acting as trustee and a guardian is
not appointed, or if a guardian is appointed but the shares listed opposite the name of such trustee are not trans-
ferred to the guardian, and thereafter Whyte, Hirschboeck, Minahan, Harding & Harland shall deliver to the
escrowee their opinion that such trustee does not have the legal right and power and all authority required by
law to sell and transfer said shares in acecordance with this agreement, the trustee shall have no further liability
or obligation to Weyerhaeuser hereunder and the term “‘selling shareholders”, as used herein, shall not be
deemed to include such trustee.

4. (a) On or prior to April 15, 1957, or such later date on or prior to the effective date of the merger
as Weyerhaeuser may approve in a notice in writing to the escrowee, each of the selling shareholders shall
deposit with the escrowee the following:

(i) the certificates evidencing the shares of Kieckhefer or Eddy, or both, which such selling share-
holder has agreed to sell to Weyerhaeuser hereunder; and

(ii) such stock powers as may be necessary to transfer said shares to Weyerhaeuser, duly executed
by the registered holder of said certificates and with signature guaranteed by a member firm of the New
York or Midwest Stock Exchange, or by a bank located in or having a correspondent in the City of
Chicago, and in the case of selling shareholders who are acting in a fiduciary capacity, such documents,
certifications and other papers as may be reasonably required to evidence their respective authority to enter
into and perform this agreement.

The escrowee may rely, as to the adequacy of the deposits made under paragraph (a) (ii) above by selling
shareholders who are acting in a fiduciary capacity, upon the opinions provided for in subparagraph (c) below
or upon a separate opinion of Messrs. Bell, Boyd, Marshall & Lloyd.

(b) Not later than the opening of business on the day on which the merger becomes effective, Weyerhaeuser
shall deposit with the escrowee the entire purchase price of the Stock. Immediately after the merger becomes
effective, Weyerhaeuser shall notify the escrowee and the Agent in writing to that effect.

(¢) When the escrowee shall have received (i) all the deposits required by subparagraph (a), (ii) the funds
and the notice required by subparagraph (b), (iii) opinions in the forms attached hereto dated the day on which
the merger becomes effective and signed by Messrs. Whyte, Hirschboeck, Minahan, Harding & Harland and
Messrs. Bell, Boyd, Marshall & Lloyd, and (iv) either the copy of ruling and opinion referred to in paragraph
1(b) hereof or written notice or notices of waiver of said requirement from all of the selling shareholders entitled
to the benefit of the condition that such ruling be obtained, it shall deliver the certificates and stock powers de-
posited by the selling shareholders as aforesaid to Weyerhaeuser or as directed in its order signed by its President
or any one of its Vice Presidents and shall forthwith deliver to or mail by registered mail to each of the selling
shareholders the escrowee’s check payable to the order of such selling shareholder representing the purchase
price for the shares sold by such selling shareholder, less an amount sufficient to satisfy such selling share-
holder’s obligation to pay all federal and other taxes imposed on the transfer of said shares to Weyerhaeuser.
The escrowee shall cause to be paid all transfer taxes imposed on the transfer of shares pursuant to this agree-
ment.

(d) Unless the escrowee shall have received the aforesaid deposits, funds, notice, opinions and ruling or
waivers in respect of such ruling within the time provided in subparagraph 4(a), but in any event not later than
June 30, 1957, and except as provided otherwise in subparagraph (e) below, all deposits (including funds) made
with the escrowee shall be returned to the persons who shall have made such deposits.

(e) The foregoing provisions are subject to the further conditions that if the merger shall have become
effective prior to July 1, 1957, Weyerhaeuser may at its option (i) elect to consummate the purchase of shares
from selling shareholders who are not in default hereunder even though they constitute less than all of the
selling shareholders, or (ii) if the ruling referred to in subparagraph 1(b) above is not available, and less than
all of the shareholders who are entitled to the condition relating to said ruling waive the failure to obtain the
same, elect to consummate the purchase of shares from the remaining selling shareholders, or (iii) elect to
consummate the purchase of shares hereunder notwithstanding the unavailability of either or both of the
legal opinions referred to in subparagraph 4(c) above. Notice of any such election by Weyerhaeuser shall be
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given by Weyerhaeuser on or prior to the day on which the merger becomes effective to the escrowee and the
Agent, and thereupon the escrowee (i) shall make delivery to Weyerhaeuser of all deposits made by the selling
shareholders from whom the purchases of shares hereunder are to be consummated ; (ii) shall make payment to
such selling shareholders of the purchase price for their respective shares, less the amount to be withheld for
transfer taxes as stated in subparagraph 4(c) above; (iii) shall return to Weyerhaeuser the purchase price
deposited by it hereunder and applicable to the shares the purchase of which is not to be consummated here-
under; (iv) shall return to any selling shareholder who is not obligated to sell his shares hereunder because of the
failure of the condition stated in paragraph 1(b) all deposits theretofore made by such selling shareholder; and
(v) shall hold the deposits, if any, made by each selling shareholder who is in default hereunder subject to
disposition in accordance with a joint order signed by such selling shareholder and Weyerhaeuser or, in the
absence of such joint order, in accordance with the order of a court of competent jurisdiction. No such election
by Weyerhaeuser nor any action by the escrowee shall prejudice any claim which Weyerhaeuser may have
under this agreement against any defaulting shareholder.

5. The representations and warranties of the selling shareholders shall survive the delivery of and payment
for the Stock.

6. The reasonable fee and out-of-pocket expenses of the escrowee shall be paid by Weyerhaeuser.

7. All of the selling shareholders need not sign the same copy of this agreement provided two or more copies
collectively are signed by each of them and by Weyerhaeuser, in which event such copies together shall con-
stitute one counterpart of this agreement. Any number of counterparts may be executed, each of which shall
be deemed to be an original instrument. The escrowee need not sign all of the copies of this agreement provided
counterparts hereof signed by the escrowee are delivered to Weyerhaeuser and the Agent. The escrowee may
rely upon the certification by Weyerhaeuser or the Agent that this agreement has been signed by all of the
selling shareholders.

In Wirness WHEREOF, the selling shareholders and Weyerhaeuser have executed this agreement as of the
day and year first above written.

J. W. Kieckhefer Joanne Bokram

H. M. Kieckhefer Katharine A. Smart

C. H. Carpenter

Susan Dotson
Trustees of the Employees’ Profit

Sharing Plan of Kieckhefer Con-
tainer Company and North
Carolina Pulp Company U/T/A
dated 11/24/41, as amended

Katharine A. Smart
Trustee for Jay Hooker U/T/A
dated 12/16/43

J. W. Kieckhefer

Elizabeth M. Peters

Anthony Haines

Katharine A. Smart

Erwin K. Radke

Trustees of the Employees’ Profit

Sharing Plan of The Eddy Paper Virginia. L, Whiksere

Corporation and Rochester Fold-
ing Box Company U/T/A dated
10/17/41, as amended

Trustees under the last will and
Testament of Mabelle C. Walker,
Dec’d



Katharine A. Smart Elizabeth M. Peters

* Virignia I.. Whitacre Joseph E. Peters

Trustees for Virginia I. Whit-
acre, et al U/T/A dated 12/16/43

Virginia L. Whitacre

Katharine A. Smart
Virginia L. Whitacre

Trustee for Terry Lou Whitacre
U/T/A dated 12/16/43

Virginia L. Whitacre

Trustees for Katharine A. Smart,

Trustee for Lynn Whitacre
U/T/A dated 12/16/43

Katharine A. Smart

Virginia L. Whitacre

Virginia L. Whitacre Trustee for Janet Whitacre

Trustees for Elizabeth M. Peters, U/T/A dated 12/16/43
et al U/T/A dated 12/16/43

Constance M. Walker

Elizabeth M. Peters

Trustee for Marilyn Peters
U/T/A dated 12/16/43 Emery L. Walker

Selling Shareholders

WEYERHAEUSER TIMBER COMPANY

By

Vice President

Continental Illinois National Bank and Trust Company of Chicago, as escrowee, hereby accepts the escrow
provided for in the foregoing agreement and hereby agrees to perform all of its obligations as escrowee under
said agreement,

Executed March , 1957,
CoNTINENTAL ILLINOIS NATIONAL BANK
AND TrusT ComMPaNY oF CHICAGO

By



(Form of Legal Opinion)

, 1957

Weyerhaeuser Timber Company
Tacoma 1, Washington

Dear Sirs:

We have represented certain shareholders of Kieckhefer Container Company (hereinafter called “Kieck-
hefer””) and certain shareholders of The Eddy Paper Corporation (hereinafter called “Tddy") who are selling to
you on the date of this opinion, pursuant to an Agreement of Purchase and Sale dated March 20, 1957 (herein-
after called the ‘“Purchase Agreement’), an aggregate of 2,576 shares of common stock of Kieckhefer and
19,757 shares of common stock of Eddy, or the number of shares of Weyerhaeuser Timber Company (herein-
after called “Weyerhaeuser’”) into which said shares of Kieckhefer and Eddy will be converted pursuant to the
merger of Kieckhefer and Eddy into Weyerhaeuser which is expected to become effective today. In this con-
nection we have examined such records, documents and other papers as we deemed it necessary to examine for
the purpose of this opinion.

It is our opinion that:

1. The Purchase Agreement has been duly authorized, executed and delivered by each of the selling share-
holders and is a valid and enforceable agreement of each of them in accordance with its terms.

2. All of the shares of Kieckhefer and of Eddy which the selling shareholders have agreed to sell to Weyer-
haeuser have been validly authorized and issued and are fully paid and non-assessable.

3. Each of the selling shareholders has a valid marketable title to the shares of Kieckhefer or Eddy, or
both, which are to be sold by such selling shareholder to Weyerhaeuser under the Purchase Agreement, and
full power and authority to sell and transfer said shares, as well as the equivalent thereof in Weyerhaeuser
shares, in accordance with the Purchase Agreement; and delivery to Weyerhaeuser of said shares or the equiv-
alent thereof in Weyerhaeuser shares against payment of the agreed consideration therefor in accordance with
the terms of the Purchase Agreement will pass title to said shares or the equivalent thereof in Weyerhaeuser
shares to Weyerhaeuser free and clear of liens, encumbrances or claims of others.

4. The performance of the Purchase Agreement and the consummation of the transactions therein con-
templated will not result in a breach of any of the provisions of, or constitute a default under, any agreement
or instrument by which, to our knowledge, any selling shareholder is bound or any order, rule or regulation of
any court or other governmental authority applicable to any selling shareholder.

Yours very truly,

Whyte, Hirschboeck, Minahan, Harding & Harland



(Form of Legal Opinion)

, 1957

Weyerhaeuser Timber Company
Tacoma 1, Washington

Dear Sirs:

We have represented you in connection with an Agreement of Purchase and Sale dated March 20, 1957
(hereinafter called the “Purchase Agreement’’) between you and certain shareholders of Kieckhefer Container
Company (hereinafter called “Kieckhefer”’) and certain shareholders of The Eddy Paper Corporation (here-
inafter called “Eddy’’) pursuant to which those shareholders are selling to you on the date of this opinion an
aggregate of 2,576 shares of common stock of Kieckhefer and 19,757 shares of common stock of Eddy, or the
number of shares of Weyerhaeuser Timber Company (hereinafter called “Weyerhaeuser’”) into which said
shares of Kieckhefer and Eddy will be converted pursuant to the merger of Kieckhefer and Eddy into Weyer-
haeuser which is expected to become effective today. In this connection we have examined such records,
documents and other papers as we deemed it necessary to examine for the purpose of this opinion.

It is our opinion that:

1. The Purchase Agreement has been duly authorized, executed and delivered by each of the selling share-
holders and is a valid and enforceable agreement of each of them in accordance with its terms.

2. All of the shares of Kieckhefer and of Eddy which the selling shareholders have agreed to sell to Weyer-
haeuser have been validly authorized and issued and are fully paid and non-assessable.

3. Each of the selling sharcholders has full power and authority to sell and transfer said shares, as well as the
equivalent thereof in Weyerhaeuser shares, in accordance with the Purchase Agreement; and delivery to Weyer-
haeuser of said shares or the equivalent thereof in Weyerhaeuser shares against payment of the agreed con-
sideration therefor in accordance with the terms of the Purchase Agreement will pass title to said shares or
the equivalent thereof in Weyerhaeuser shares to Weyerhacuser free and clear of liens, encumbrances or
claims of others.

Yours very truly,

Bell, Boyd, Marshall & Lloyd



ARTICLES OF MERGER

OF

KIECKHEFER CONTAINER COMPANY

AND

THE EDDY PAPER CORPORATION

WITH AND INTO

WEYERHAEUSER TIMBER COMPANY



ARTICLES OF MERGER

OTF DOMESTIC AND FOREIGN Date Paid
CORPORATIONS Filing Fee $
Clerk

To CHARLES F. CARPENTIER, Secretary of State,

The undersigned corporations, pursuant to Section 69a of “The Business Corporation Act” of the State of Illinois,
hereby execute the following arficles of merger:

ARTICLE ONE

The names of the corporations proposing to merge and the names of the States under the laws of which such corpora-
tions are organized, are as follows:

Name of Corporation State of Incorporation
The Eddy Paper Corporation Illinois
Kieckhefer Container Company Delaware
Weyerhaeuser Timber Company Washington

ARTICLE TWO

The laws of Delaware and Washington, the States under which such foreign corporations are organized, permit such
merger.

ARTICLE THREE

The name of the surviving corporation shall be Weyerhaeuser Timber Company and it shall be governed by the laws
of the State of Washington.

ARTICLE FOUR

The plan of merger is as follows:



JOINT AGREEMENT AND PLAN OF MERGER
OF
KIECKHEFER CONTAINER COMPANY
AND
THE EDDY PAPER CORPORATION
WITH AND INTO
WEYERHAEUSER TIMBER COMPANY

WEYERHAEUSER TIMBER COMPANY

continuing as the surviving corporation

JOINT AGREEMENT AND PLAN OF MERGER entered into this 20th day of March, 1957 (here-
inafter called “this agreement”), by and between WEYERHAEUSER TIMBER COMPANY, a corporation
of the State of Washington (hereinafter sometimes called ‘“ Weyerhaeuser”), KIECKHEFER CONTAINER
COMPANY, a corporation of the State of Delaware (hereinafter sometimes called “ Kieckhefer’”), and THE
EDDY PAPER CORPORATION, a corporation of the State of Illinois (hereinafter sometimes called “ Eddy”),
and their respective boards of directors (which three corporations are hereinafter sometimes called the “con-
stituent corporations”),

WITNESSETH:

The authorized shares of Weyerhaeuser consist of 25,000,000 common shares of the par value of $7.50
each, of which, at the date hereof, 24,932,072 shares were outstanding and 67,928 shares were held in the
treasury of Weyerhaeuser.

The authorized shares of Kieckhefer consist of 30,000 shares of common stock without par value, of which
29,889 shares were outstanding at the date hereof.

The authorized shares of Eddy consist of 200,000 shares of common stock without par value, of which
181,415 shares were outstanding at the date hereof, including 26,090 shares held by Kieckhefer, and 8,634
shares were held in the treasury of Eddy.

Kieckhefer and Eddy respectively have authority to carry on businesses for the conduct of which a corpo-
ration might be organized under the Uniform Business Corporation Act of the State of Washington.

The constituent corporations and their respective boards of directors deem it to be advisable and for the
best interests of each of said corporations and its shareholders that Kieckhefer and Eddy be merged with and
into Weyerhaeuser as authorized by and pursuant to the respective laws of the States of Delaware, Illinois and
Washington (said merger being hereinafter referred to as ‘‘the merger”).

Now, THEREFORE, in consideration of the premises and the mutual agreements and provisions herein con-
tained, and in order to prescribe the terms and conditions of the merger, the mode of carrying the same into
effect and the manner and basis of converting or otherwise dealing with the shares of each of the constituent
corporations, and to state such other provisions with respect to the merger as are deemed necessary or desirable,
the parties hereto AGREE as follows:



ARTICLE ONE

Kieckhefer Container Company and The Eddy Paper Corporation shall be merged with and into Weyer-
haeuser Timber Company to form a single corporation on the effective date of the merger as hereinafter defined.
Weyerhaeuser Timber Company shall continue in existence as the corporation surviving the merger and as such
is hereinafter sometimes called the ‘“surviving corporation.” The name of the surviving corporation shall con-
tinue to be

“WEYERHAEUSER TIMBER COMPANY”

and it shall continue to be governed by the laws of the State of Washington.

ARTICLE TWO

The articles of incorporation of Weyerhaeuser as heretofore amended shall upon the effective date of the
merger be and they hereby are further amended as follows: (1) Article III shall be changed to increase the
number of authorized shares from 25,000,000 to 31,000,000 and to add the last four paragraphs of said article
as they appear below; and (2) Article I1 shall be changed to add the following: “to purchase, hold, sell and
transfer its own shares”. Said articles of incorporation as so amended shall read as follows:

ARTICLE 1.
The name of this corporation shall be “ Weyerhaeuser Timber Company.”

ARTICLE 1I.

The object for which this corporation is formed is and shall be dealing in lands, timber, and all the
products of timber, and buying and selling the same; carrying on and conducting a general logging, lumber-
ing and manufacturing business; erecting, buying and selling saw mills, shingle mills, planing mills, and all
other mills and factories; establishing, operating, buying and selling lumber yards; clearing out and im-
provement of rivers and streams in the State of Washington; driving, catching, booming, sorting, rafting,
brailing, towing, holding and delivering logs, lumber and other timber products; constructing, operating
and maintaining telegraphs and telephones in the State of Washington; building, operating, buying and
selling ships, barges, steamboats and other water craft; manufacturing, mining, milling, wharfing and
docking; mechanical, mercantile, improvement and building purposes; building, equipping and running
railroads; building, equipping and managing water flumes for the transportation of wood and lumber; con-
structing canals and irrigating canals; to purchase, subscribe for, deal in and hold the stock of other corpo-
rations to such an extent as hereafter may be permitted or allowed by the laws of the State of Washington,
or of any other state in which said corporation may do business; to purchase, hold, sell, and transfer its
own shares; and to mortgage, bond, or incumber any or all of its property, real and personal, to such sums
and amounts, and at such times and upon such terms as the corporation may find necessary or deem expe-
dient; acquiring, owning and operating mines, mills and reduction works, and mining and milling gold and
silver and other minerals; and carrying on every other species of trade and business, except banking and
building associations.

ARTICLE III.

The authorized number of shares of this corporation shall be 31,000,000 shares having a par value
of $7.50 per share.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in property, tangible or intangible, real or personal, the fair valuation
of which to the corporation shall be not less than the aggregate par value of shares issued therefor, as the
Board of Directors shall determine, without any further action on the part of the shareholders of this
corporation. The value placed upon such consideration by the Board of Directors shall be conclusive.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in cash or necessary services actually rendered to the corporation as
the shareholders shall determine at any annual or special meeting duly called and held for that purpose or
as the Board of Directors shall determine acting under authority hereafter conferred by the shareholders.
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Each share so issued for which the full consideration fixed as aforesaid shall have been paid or de-
livered shall be fully paid and non-assessable, and the holder of such share shall not be liable for any
further payments therefor.

The Board of Directors may from time to time authorize the issuance of shares of this corporation,
whether now or hereafter authorized, in consideration of property, tangible or intangible, real or personal,
without first offering such shares to the shareholders of this corporation.

ARTICLE 1V.
The time of the existence of this corporation shall be perpetual.

ARTICLE V.

The number of directors of this corporation shall be the number designated by the By-Laws, not
less than nine (9) and not more than fifteen (15).

ARTICLE VI

The principal place of business of this corporation shall be located in the City of Tacoma, County of
Pierce in the State of Washington.

The articles of incorporation of Weyerhaeuser, as so amended, shall continue to be the articles of incorporation
of the surviving corporation, until further amended as provided by law, and the surviving corporation reserves
the right to effect further amendments thereof in the manner now or hereafter prescribed by the laws of the
State of Washington.

ARTICLE THREE

The by-laws of Weyerhaeuser in effect immediately prior to the effective date of the merger shall contin-
ue in effect as the by-laws of the surviving corporation, unless and until amended or repealed in the manner
provided by law and said by-laws, except that Article III, Section 1 of said by-laws shall upon the effective
date of the merger be and it hereby is amended to increase the number of directors from thirteen (13) to
fifteen (15).

ARTICLE FOUR

Initially the board of directors of the surviving corporation shall consist of the persons who are direc-
tors of Weyerhaeuser immediately prior to the effective date of the merger and Herbert M. Kieckhefer and
Robert H. Kieckhefer; and they shall hold office until the annual mecting of shareholders next succeeding
the effective date of the merger or until the election and qualification of their respective successors.

ARTICLE FIVE

The manner and basis of converting or otherwise dealing with the shares of each of the constituent cor-
porations are as follows:

(a) Each share of Weyerhaeuser which is issued and outstanding or in the treasury of Weyerhacuser
immediately prior to the effective date of the merger (except shares, if any, then held by either of the
other constituent corporations) shall continue to be one fully paid and non-assessable share of the par
value of $7.50 of the surviving corporation.

(b) Each share of common stock of Kieckhefer which is issued and outstanding immediately prior
to the effective date of the merger (except shares, if any, then held by either of the other constituent
corporations), and all rights in respect thereof, shall be converted, by virtue of the merger and on the
effective date thereof and without any action on the part of the holder thereof, into 148 fully paid and
non-assessable shares of the par value of $7.50 each of the surviving corporation.

(¢) Each share of common stock of Eddy which is issued and outstanding immediately prior to the
effective date of the merger (except shares, if any, then held by either of the other constituent corpora-
tions), and all rights in respect thereof, shall be converted, by virtue of the merger and on the effective
date thereof and without any action on the part of the holder thereof, into ten fully paid and non-
assessable shares of the par value of $7.50 each of the surviving corporation.
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(d) On the effective date of the merger each share of common stock of Kieckhefer or of Eddy
which is held in the treasury of such corporation immediately prior to such effective date and each
share of any one of the constituent corporations which is held immediately prior to such effective date
by either of the other constituent corporations shall be cancelled and retired, and no shares of the sur-
viving corporation shall be issued in respect thereof.

(e) After the effective date of the merger the holders of certificates representing shares of Kieck-
hefer or Eddy which shall have been converted as aforesaid, except holders who shall have objected to
the merger and demanded the fair value of their shares as provided by law, shall be entitled to receive,
against the surrender of their certificates for exchange and in full satisfaction of all rights evidenced there-
by, certificates representing the number of shares of the par value of $7.50 each of the surviving corpora-
tion into which the shares evidenced by the surrendered certificates shall have been converted as afore-
said. Until so surrendered, each certificate representing shares of common stock of Kieckhefer or Eddy
which shall have been converted into shares of the surviving corporation shall be deemed for all corporate
purposes to evidence ownership of the number of shares of the surviving corporation into which the same
shall have been converted as set forth above; provided, however, that until the holder of such certificate
shall have surrendered the same for exchange as aforesaid, no dividend payable to holders of record of
shares of the surviving corporation as of any date subsequent to the effective date of the merger shall
be paid to such holder with respect to the shares of the surviving corporation represented by such cer-
tificate, but upon surrender of such certificate for exchange as aforesaid there shall be paid to the person
in whose name a certificate or certificates for shares of the surviving corporation are issued therefor the
amount of dividends which shall have theretofore become payable with respect to the number of shares
of the surviving corporation represented by the certificate or certificates so issued.

ARTICLE SIX
On the effective date of the merger,

(a) the constituent corporations shall become one corporation, which shall be Weyerhaeuser Timber
Company, the surviving corporation, and the separate existence of Kieckhefer and Eddy shall cease,
except in so far as continued by statute;

(b) the surviving corporation shall thereupon and thereafter possess all the rights, privileges, im-
munities, powers and franchises, as well of a public as of a private nature, of each of the constituent corpora-
tions; and all property, real, personal and mixed, of each of the constituent ecorporations, and all debts
due on whatever account to any of them, including subscriptions, if any, for shares, and all other things
in action belonging to any of the constituent corporations shall be taken and be deemed to be transferred
to and vested in, or shall continue to be vested in, the surviving corporation, without further act or deed,
and shall be thereafter as effectually the property of the surviving corporation as they were of the con-
stituent corporations, respectively; and the title to any real estate, or any interest therein, vested in any
of the constituent corporations, shall not revert or be in any way impaired by reason of the merger;

(e¢) the surviving corporation shall thenceforth be responsible for all the liabilities and obligations
of each of the constituent corporations in the same manner as if the surviving corporation had itself
incurred such liabilities and obligations, but the liabilities of the constituent corporations or of their share-
holders, directors or officers shall not be affected, nor shall the rights of the creditors thereof, or of any
person dealing with any of the constituent corporations, or any liens upon the property thereof (limited
in lien to the property subject thereto immediately prior to the effective date of the merger) be impaired
by the merger, and any claim existing or action or proceeding pending by or against any of the constituent
corporations may be prosecuted to judgment as if the merger had not taken place, or the surviving cor-
poration may be proceeded against or substituted in its place, all as provided in the respective laws of the
States of Washington, Delaware and Illinois.



Kieckhefer and Eddy each agrees that if at any time the surviving corporation shall consider that any
further assignments or assurances are necessary or desirable to vest or confirm the vesting in the surviving
corporation of title to any property, rights, privileges or franchises of either Kieckhefer or Eddy, it will execute
and deliver all such deeds and other instruments and will take all such other action as the surviving corporation
may request for such purpose and otherwise to carry out the intent and purposes of the merger.

ARTICLE SEVEN
On the effective date of the merger,

(a) the assets and liabilities of Kieckhefer and Eddy shall be taken up on the books of the surviving
corporation at the amounts at which they shall be carried at that time on the books of those companies,
subject to such adjustments or eliminations as may be made in accordance with generally accepted account-
ing principles;

(b) the earned surplus and eapital surplus of the surviving corporation shall be the sums of the earned
surpluses and capital surpluses, respectively, of the constituent corporations on such date, subject in each
case to such charges, adjustments and eliminations as may be made in accordance with the following sub-
paragraph (¢) or in accordance with generally accepted accounting principles; and

(c) the stated capital of the surviving corporation shall be the sum of the par value of all shares of its
common stock then issued, and the amount by which such stated capital shall exceed the aggregate stated
capital of the constituent corporations immediately prior to the effective date of the merger shall be
charged to the capital surplus of the surviving corporation and, to the extent that such capital surplus is
not adequate for the purpose, to the earned surplus of the surviving corporation.

ARTICLE EIGHT

1. The surviving corporation hereby agrees that it may be served with process in the State of Delaware in
any proceeding for enforcement of any obligation of Kieckhefer or in any proceeding for the enforcement of any
obligation of the surviving corporation arising from the merger, including any proceeding to enforce the right of
any stockholder of Kieckhefer as determined in appraisal proceedings pursuant to the provisions of Section 262
of the General Corporation Law of the State of Delaware, and hereby irrevocably appoints the Secretary of
State of the State of Delaware as its agent to accept service of process in any such proceeding. The address to
which a copy of such process shall be mailed by said Secretary of State is Weyerhaeuser Timber Company,
Tacoma 1, Washington.

2. The surviving corporation hereby agrees that it may be served with process in the State of Illinois in any
proceeding for the enforcement of any obligation of Eddy and in any proceeding for the enforcement of the rights
of a dissenting shareholder of Eddy against the surviving corporation, and hereby irrevocably appoints the
Secretary of State of the State of Illinois as the agent of the surviving corporation to accept service of process in
any such proceeding.

3. The surviving corporation hereby further agrees that it will promptly pay to the dissenting shareholders,
if any, of Kieckhefer and Eddy, respectively, the amounts to which they shall be entitled under the provisions
of the General Corporation Law of the State of Delaware in the case of sharcholders of Kieckhefer or under the
provisions of The Business Corporation Act of the State of Illinois in the case of shareholders of Eddy.

ARTICLE NINE

This agreement shall be submitted to the shareholders of each of the constituent corporations at meetings
separately called for the purpose, and the merger shall become effective upon the approval of this agreement and
the merger herein provided for by the requisite vote of the shareholders of each of said corporations and the
execution, filing, issuance, and recording of such documents as may be required under the respective laws of the
States of Delaware, Illinois and Washington. The term “effective date of the merger,” as used in this agree-
ment, means the point of time at which the last act required to make the merger effective under the respective
laws of said states shall have been performed.



ARTICLE TEN

Anything herein or elsewhere to the contrary notwithstanding, this agreement and the merger herein pro-
vided for may be terminated and abandoned at any time before it becomes effective as provided in Article
Nine, without action by shareholders of any constituent corporation, (a) by mutual consent of the boards of
directors of all of the constituent corporations or (b) by action of the board of directors of any one of the
constituent corporations taken in accordance with any agreement between the constituent corporations in
existence at the time of such action.

ARTICLE ELEVEN

For the convenience of the parties and to facilitate the filing and recording of this agreement, any number of
counterparts may be executed, and each such executed counterpart shall be deemed to be an original instrument.

In Wirness WaEREOF, the undersigned directors, being a majority of the board of directors of each of the
constituent corporations and having voted in favor of entering into the foregoing merger agreement at directors’
meetings of the respective constituent corporations duly called and regularly held for that purpose, have signed
their names hereto and have caused the respective corporate seals of the constituent corporations to be affixed
hereto, on the 20th day of March, 1957.

Latrp BELL JouN M. MUSSER

C. D. WEYERHAEUSER Epmonp M. Cook

O. D. Fisuer CARrRLETON BLUNT

F. K. WEYERHAEUSER F. W. REIMERS

Cuas. H. INngraAM o Henry T. McKNIGHT
Epvunp Haves NortoN CrLApPP

Constituting a majority of the board of directors of Weyerhaeuser Timber Company

WEYERHAEUSER TIMBER COMPANY
CORPORATE SEAL
STATE oF WASHINGTON



J. W. KiECKHEFER S. B. CLARK

H. M. KiECKHEFER RosERT H. KIECKHEFER

J. A. AUCHTER

C. H. CARPENTER

Daniern C. WiLy, Jr.

Constituting a majority of the board of directors of Kieckhefer Container Company

KieckaEFER CONTAINER COMPANY
CoRPORATE SEAL

DELAWARE
J. W. KIECKHEFER E. F. GERekKE
WarTER F. KIECKHEFER Erwin K. RADKE
K. W. SCcHNEIDER AnTtHONY HAINES

H. M. KIECKHEFER

NICHOLAS SCHARFF

Constituting a majority of the board of directors of The Eddy Paper Corporation

THE Eppy ParEr CORPORATION
CORPORATE SEAL
InLiNoIs



I, GeorgE S. LoNG, Jr., Secretary of WeEYERHAEUSER TiMBER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly submitted
to the shareholders of WevERHAEUSER TiMBER CoMmMpPANY at a special meeting of said sharecholders called
separately by the board of directors for the purpose of considering and taking action upon said Joint Agreement
and Plan of Merger, which meeting was regularly held on the 22 day of April, 1957, pursuant to notice duly
given to each shareholder as provided in the by-laws and the laws of the State of Washington, and the holders
of more than two-thirds of the total issued and outstanding shares of said corporation being duly represented
thereat, a vote was taken for the adoption or rejection of said Joint Agreement and Plan of Merger, and the
holders of more than two-thirds of the voting power of all shareholders of said corporation voted in favor of
the adoption of said Joint Agreement and Plan of Merger.

INn Wrrness WaereorF, I have hereunto set my hand as Secretary and affixed the corporate seal of
WEYERHAEUSER TiMBER CompANY this 22 day of April, 1957.

Georce 8. Long, Jr.

Secretary of WEYERHAEUSER TiMmBER COMPANY

WEYERHAEUSER TiMBER COMPANY
CORPORATE SEAL
STATE oF WASHINGTON

I, J. A. AucHrEr, Secretary of KieckHEFER CoNTAINER CoMmPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly sub-
mitted to the shareholders of KieckaerErR CoNTAINER COMPANY at a special meeting of said shareholders
called separately by the board of directors for the purpose of considering and taking action upon said Joint
Agreement and Plan of Merger, which meeting was regularly held on the 24 day of April, 1957, pursuant
to notice duly given to each shareholder, and the holders of more than two-thirds of the total issued and out-
standing shares of said corporation being duly represented thereat, a vote was taken by ballot for the adoption
or rejection of said Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the total
number of shares of its stock (being more than two-thirds of the voting power of all shareholders of said cor-
poration) voted by ballot in favor of the adoption of said Joint Agreement and Plan of Merger.

In Wirness Waereor, I have hereunto set my hand as Secretary and affixed the corporate seal of Kieck-
HEFER CONTAINER CoMPANY this 24 day of April, 1957.

J. A. AUCHTER

Secretary of KieckHEFER CONTAINER COMPANY

KieckHEFER CONTAINER COMPANY
CORPORATE SEAL
DELAWARE



I, R. C. MEIER, Secretary of Tae Eppy Parer CorPORATION, hereby certify as such Secretary and under
the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having been first
duly signed by a majority of the directors of each of the constituent corporations, was duly submitted to
the shareholders of THE EppY PAPER CORPORATION at a special meeting of said shareholders called separately
by the board of directors for the purpose of considering and taking action upon said Joint Agreement and
Plan of Merger, which meeting was regularly held on the 23rd day of April, 1957, pursuant to notice duly
given to each sharcholder, and the holders of more than two-thirds of the total issued and outstanding shares
of said corporation being duly represented thereat, a vote was taken for the adoption or rejection of said
Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the outstanding shares
entitled to vote at such meeting (being more than two-thirds of the voting power of all sharecholders of said
corporation) voted in favor of the adoption of said Joint Agreement and Plan of Merger.

In Wrirness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of THE
Eppy Parer CorroraTION this 23rd day of April, 1957.

R. C. MEIER

Secretary of THE Eppy PAPER CORPORATION

THE Eppy PAPER CORPORATION
CORPORATE SEAL
ILrivois



In Wrrness WHEREOF, each of the constituent corporations has caused its President and Secretary to
sign their names hereto and to affix its corporate seal hereto, as of the date of the foregoing certification by
its Secretary.

WEeEYERHAEUSER TiMBER COMPANY

F. K. WEYERHAEUSER

By
President
WevERHAEUSER TiMBER COMPANY
CORPORATE SEAL
STATE oF WASHINGTON
GEeorge S. Long, Jr.
By

Secretary

KieckHEFER CONTAINER COMPANY

H. M. KIECKHEFER

By
President
KieckHEFER CoNTAINER COMPANY
CORPORATE SEAL
DELAWARE
J. A. AucHTER
By

Secretary

Tae Eppy PAPER CORPORATION

WavLter . KIECKHEFER

By
President
Tue Eppy Parir CORPORATION
CORPORATE SEAL
ILLINoIs
Byt R. C. MEIER
Secretary
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County oF PiErcE

On this 22nd day of April, 1957 before me, Epira Askew, a notary public in and for the county and
state aforesaid, perscnally appeared F. K. WEYERHAEUSER, to me known to be the President of WeYER-
HAEUSER TimMBeErR CoMPANY, a corporation of the State of Washington, the corporation that executed the
foregoing instrument and acknowledged said instrument to be the free and voluntary act, deed and agree-
ment of said corporation, for the use and purposes therein mentioned, and on oath stated that he was authorized
to execute said instrument and that the seal affixed thereto is the corporate seal of said corporation.

Ix WitnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Ebpitan AsKeEw

Notary Public tn and for the
State of Washington, residing at Tacoma
Epita AsKEW
Norary PusLic
CoMMISSION EXPIRES JAN. 29, 1959
STATE OF WASHINGTON

STATE oF WASHINGTON}

STATE oF NEW JERSEY}
County oF CAMDEN

Be 17 REMEMBERED, that on this 24 day of April, 1957, personally came before me, a Notary Public in
and for the county and state aforesaid, H. M. KieckHEFER, President of KieckaErFER CoONTAINER COMPANY,
a corporation of the State of Delaware, the corporation described in and which executed the foregoing instru-
ment, known to me personally to be such, and acknowledged the said instrument to be his act and deed and
the act and deed of said corporation, and that the signatures of the said President and of the Secretary of said
corporation to the foregoing instrument are in the handwriting of said President and Secretary, respectively,
and that the seal affixed to said instrument is the corporate seal of said corporation, and that his act of sealing,
executing, acknowledging and delivering the said instrument was duly authorized by the board of directors
of said corporation.

In Wrtness WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

MaseEL M. Lupy

Notary Public of New Jersey
My CommissioNn Expires MAy 24, 1959

S MageL M. Lupy
Notary PuBLic
( STATE oF NEW JERSEY

CouNTY oF MILWAUKEE

I, Grace Kuinger, a Notary Public in and for the county and state aforesaid, do hereby certify
that on the 25 day of April, 1957, personally appeared before me W. F. Kieckaerer who declared that he is
the President of THE Eppy PAPER CORPORATION, a corporation of the State of Illinois, one of the corporations
executing the foregoing instrument, and being first duly sworn by me acknowledged that he signed the foregoing
instrument in the capacity therein set forth and declared that the statements therein contained are true.

In WitneEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

GracE KLINGER

STATE oF WISCONSIN }

Grace Kuingur, Nofary Public
MiLwaukee County, WISCONSIN
My ComuissioNn Expires Ocr. 4, 1959

GraceE KLINGER
Notary PusLic
Minwavkee Co. Wis.
11



ARTICLE FIVE

As to each corporation, the number of shares outstanding, the number of shares entitled to vote, and the number and
designation of the shares of any class entitled to vote as a class, are:

Designation of

Total Number Total Number Class Entitled Number of Shares
of Shares Out- of Shares to Vote as a of Such Class
Name of Corporation standing Entitled to Vote Class (if any) (if any)
The Eddy Paper Corporation 181,415 181,415 No class vote —
Kieckhefer Container Company 29,889 29,889 No class vote —
Weyerhaeuser Timber Company 24,932,072 24,932,072 No class vote —
ARTICLE SIX

As to each corporation, the number of shares voted for and against the plan, respectively, and the number of shares
of any class entitled to vote as a class voted for and against the plan, are:

Total Shares Total Shares Shares Shares
Name of Corporation Voted for Voted Against Class Voted for Voted Against
The Eddy Paper Corporation 135,115 none No class vote — —
Kieckhefer Container Company 29,826 none No class vote — —
Weyerhaeuser Timber Company 22,227,211 41,479 No class vote — —

ARTICLE SEVEN

All provisions of the laws of the State of Illinois and the States of Delaware and Washington applicable to the proposed
merger have been complied with.

ARTICLE EIGHT

Tt is agreed that, upon and after the issuance of a certificate of merger by the Secretary of State of the State of Illinois:

1. The surviving corporation may be served with process in the State of Illinois in any preceeding for the enforcement
of any obligation of any corporation organized under the laws of the State of Illinois which is a party to the merger, and
in any proceeding for the enforcement of the rights of a dissenting shareholder of any such corporation organized under
the laws of the State of Illinois against the surviving corporation;

2. The Secretary of State of the State of Illinois shall be and hereby is irrevocably appointed as the agent of the sur-
viving corporation to accept service of process in any such proceeding; and

3. The surviving corporation will promptly pay to the dissenting shareholders of any corporation organized under
the laws of the State of Illinois which is a party to the merger the amount, if any, to which they shall be entitled under
the provisions of “ The Business Corporation Act” of the State of Illinois with respect to the rights of dissenting shareholders.



IN WITNESS WHEREOF each of the undersigned corporations has caused these articles of merger to be executed in

its name by its president or vice president and its corporate seal to be hereunto affixed, attested by its secretary or assistant

secretary, on the date appearing opposite its name

THE Eppy PAreEr CORPORATION
CORPORATE SEAL
Irrivois

ATTEST:

R. C. MEIER

April 25, 1957

Its Secretary

KieckHEFER CONTAINER COMPANY
CORPORATE SEAL
DELAWARE

ATTEST:

J. A. AUCHTER

April 24, 1957

Its Secretary

WEYERHAEUSER TIMBER COMPANY
CORPORATE SEAL
STATE oF WASHINGTON

ATTEST:

Grorae S. Lowng, Jr.

April 22, 1957

Its Secretary

THE EDDY PAPER CORPORATION

WALTER F. KIECKHEFER

Its President

KIECKHEFER CONTAINER COMPANY

H. M. KIECKHEFER

Its President

By

WEYERHAEUSER TIMBER COMPANY

. K. WEYERHAEUSER
By

Its President



STATE OF WISCONSIN
s8.
COUNTY OF MILWAUKEE

I, Grace KLINGER, a Notary Public, do hereby certify that on the 25th day of April, A.D. 1957, personally appeared
before me Warrer F. Kieckuerer who declares that he is the President of THE EDDY PAPER CORPORATION, one of
the corporations executing the foregoing documents, and being first duly sworn, acknowledged that he signed the fore-
going articles of merger in the capacity therein set forth and declared that the statements therein contained are true.

IN WITNESS WHEREOF, I have hereunto set my hand and seal the day and year before written.

GrACE KLINGER

Grace Klinger, Notary Public
Milwaukee County, Wisconsin

My Commission Expires Oct. 4, 1959 Grace KLINGER
Norary PusLic
Mivwaukee Co. Wis.

STATE OF NEW JERSEY
s8.
COUNTY OF CAMDEN

I, MaseL M. Lupy, a Notary Public, do hereby certify that on the 24th day of April, A. D. 1957, personally ap-
peared before me H. M. Kigcknerer, who declares that he is the President of KIECKHEFER CONTAINER
COMPANY, one of the corporations executing the foregoing documents, and being first duly sworn, acknowledged that
he signed the foregoing articles of merger in the capacity therein set forth and declared that the statements therein con-
tained are true.

IN WITNESS WHEREOF, I have hereunto set my hand and seal the day and year before written.

MaseL M. Lupy

Notary Public of New Jersey MaseL M. Lupy
My Commission Expires May 24, 1959 Norary PusLic
STATE oF NEW JERSEY

STATE OF WASHINGTON
S8,
COUNTY OF PIERCE
I, Epita Askew, a Notary Public, do hereby certify that on the 22nd day of April, A.D. 1957, personally appeared
before me F. K. Weveraaeuser, who declares that he is the President of WEYERHAEUSER TIMBER COMPANY,

one of the corporations executing the foregoing documents, and being first duly sworn, acknowledged that he signed the
foregoing articles of merger in the eapacity therein set forth and declared that the statements therein contained are true.

IN WITNESS WHEREOF, I have hereunto set my hand and seal the day and year before written.

EpitH ASKEW

Notary Public EpitH ASKEW
Notary PusLic
CommigsioN EXPIRES
Jan. 29, 1959
STATE oF WASHINGTON
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PROXY SOLICITED BY THE MANAGEMENT
OF

WEYERHAEUSER TIMBER COMPANY

The undersigned shareholder of Weyerhaeuser Timber Company hereby appoints
F. K. Weyerhaeuser, Norton Clapp and Chas. H. Ingram, and each of them, as proxies to
represent the undersigned at the special meeting of shareholders of the Corporation to be
held at the office of the Corporation in the Tacoma Building, Tacoma, Washington, at 11
A.M. Pacific Standard Time on April 22, 1957, and at any adjournment thereof, and to
vote the number of shares the undersigned would be entitled to vote if personally present:

1. FOR [ AGAINST [] the adoption of the Joint Agreement and Plan of
Merger of Kieckhefer Container Company, a Delaware corporation, and The Eddy Paper
Corporation, an Illinois corporation, with and into Weyerhaeuser Timber Company
(including certain amendments of the Articles of Incorporation and By-Laws of Weyer-
haeuser Timber Company), which is set forth and described in the Statement of Informa-
tion which accompanied the notice of the meeting; and

2. In the transaction of such other business as may properly come before the meeting.

It is understood that this proxy will be voted in accordance with the instructions
given above, but that if no instructions are given it will be voted for the adoption of the
Joint Agreement and Plan of Merger. Discretionary authority is conferred upon the
proxies to vote on such other matters as may properly come before the meeting.

Each of the proxies shall have the power of substitution. The majority (or, if only one,
then that one) of the proxies, or their substitutes, who shall be present and acting at the
meeting, shall have all the powers conferred hereby. The undersigned hereby revokes any
prior appointment of a proxy to act for the undersigned at such meeting.

Dated , 1957.

Signature of Shareholder
When signing as Attorney, Executor, Trustee, Corporate

Officer, etc., give full title as such. If stock is held jointly,
each joint owner must sign.

(Return envelope enclosed)




WEYERHAEUSER TIMBER COMPANY

Tacoma, Washington

March 22, 1957
To the Shareholders

of Weyerhacuser Timber Company:

The Directors of WEYERHAEUSER TiMBER CoMmpaNy, KiEcKHEFER CONTAINER Company, and TuE Eppvy
Parer CorroraTiON have approved an Agreement and Plan of Merger which, if also approved by the share-
holders of the three companies, will result in the merger of the latter two companies into Weyerhaeuser Timber
Company. The Plan of Merger provides that Weyerhaeuser Timber Company will continue as the surviving
corporation under its present name.

You will find attached a Notice of Special Meeting of Shareholders to be held on April 22, 1957, to take
action with respect to the proposed merger, and a Statement of Information describing the three companies and
the Plan of Merger.

It is the basic policy of your Company so to manage its lands that they shall provide a continuous supply
of wood for the future and to utilize the wood crop therefrom in the most efficient and complete manner practi-
cable. Intensive reforestation and sound conservation practices are thereby made economically feasible.

Your Board of Directors has concluded that to carry out this policy, greater emphasis should be placed
upon the manufacture of forest products other than lumber—particularly pulp and paperboard; and that in
furtherance of this objective, the Company should engage in the conversion of these latter products into shipping
containers, cartons, and other forms of packaging, the demand for which is likely to continue to increase for
many years as a consequence of the country’s mass production and distribution system. Your Directors believe
the proposed merger would be an effective step towards attaining the objective of more complete utilization of
your Company’s wood crop.

Kieckhefer is engaged principally in the production of corrugated shipping containers, milk cartons, and
bleached and unbleached paperboard. It operates nine converting plants producing corrugated shipping and
solid fibre containers and ten converting plants producing milk cartons, located in various areas of the United
States, and owns one small containerboard mill in New Jersey. North Carolina Pulp Company (wholly owned
by Kieckhefer and Eddy) owns a kraft pulp and paperboard mill located in North Carolina and approximately
400,000 acres of timberlands located principally in that state.

Eddy is engaged in the production and sale of corrugated shipping containers, boxboard, and folding cartons,
mainly in the midwest section of the United States. Eddy and its subsidiaries operate eight converting plants
producing corrugated shipping containers and two converting plants producing folding cartons. In addition
to its interest in North Carolina Pulp Company, it owns one small boxboard mill in Michigan. Eddy owns no
timberlands.

Kieckhefer and Eddy, after many years of work and large expenditures, have developed facilities, experience,
know-how, and customer good will which would require your Company many years to establish. They meet
especially well the requirements of your Company for carrying out its policy of efficient crop utilization.

Your Directors recommend that you cast your vote in favor of the merger.

Very truly yours,

F. K. WEYERHAEUSER
President



WEYERHAEUSER TIMBER COMPANY

Tacoma Building

Tacoma, Washington

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS TO BE HELD
April 22, 1957

Nortice Is HErEBY GIVEN that a special meeting of the shareholders of WeyER-
HAEUSER TiMBER ComPANY will be held at the office of the Corporation in the Tacoma
Building, Tacoma, Washington, on April 22, 1957, at 11:00 o’clock A.M., Pacific' Standard
Time, for the following purposes:

1. To consider and act upon a plan of merger of Kieckhefer Container Company,
a Delaware corporation, and The Eddy Paper Corporation, an Illinois corporation,
into Weyerhaeuser Timber Company, a Washington corporation, including certain
amendments of the Articles of Incorporation and By-Laws of the Corporation, as
summarized in the Statement of Information accompanying this notice and as set
forth in Exhibit A thereto; and

2. To transact such other business as may properly come before the meeting or any
adjournment or adjournments thereof.

The Board of Directors has fixed the close of business on March 20, 1957 as the record
date for the determination of the shareholders of the Corporation entitled to notice of and
to vote at the special meeting or at any adjournment or adjournments thereof.

By order of the Board of Directors,

Georae S. Long, Jr.,
Secretary
Dated: March 22, 1957

The favorable vote of the holders of two-thirds of the outstanding shares of the Corpo-
ration is required for approval of the proposed merger. Accordingly, if you are unable to
attend the meeting please complete, sign and date the accompanying proxy and mail it
promptly in the enclosed envelope.



WEYERHAEUSER TIMBER COMPANY

STATEMENT OF INFORMATION, SPECIAL MEETING OF SHAREHOLDERS

April 22, 1957

This Statement is being sent to you in connection with the solicitation by the management of proxies to
be voted at a special meeting of shareholders. The time and location of such meeting and the record date
for the determination of shareholders entitled to notice of and to vote at such special meeting are set forth
in the accompanying Notice of Special Meeting of Shareholders. At the meeting the shareholders will be
asked to consider and act upon the proposed merger of Kieckhefer Container Company (Kieckhefer) and
The Eddy Paper Corperation (Eddy) into Weyerhaeuser Timber Company (Weyerhaeuser), including certain
amendments of the Articles of Incorporation and By-Laws of Weyerhaeuser hereinafter mentioned. A person
giving a proxy may revoke it at any time prior to its exercise. Each of the common shares of Weyerhaeuser
outstanding at the close of business on March 20, 1957 will be entitled to one vote.

PROPOSED MERGER

The respective boards of directors have approved a plan of merger of Kieckhefer and Eddy into Weyer-
haeuser, with the latter to be the surviving corporation. The plan of merger is summarized herein and is set
forth in the Joint Agreement and Plan of Merger, attached hereto as Exhibit A, which provides for the merger
under the laws of Delaware, Illinois and Washington. Each of such companies has also entered into a Mem-
orandum of Agreement, dated March 20, 1957, which is summarized herein and a copy of which is attached
hereto as Exhibit B. Approval of the merger requires the affirmative vote of the holders of at least two-thirds
of the common shares of each of the three companies.

Conversion of stock

Under the Joint Agreement and Plan of Merger Weyerhaeuser will increase the authorized number of its
common shares to 31,000,000. On the effective date of the merger:

(i) Each common share of Weyerhaeuser then outstanding or in its treasury shall continue unchanged
as a common share of the surviving corporation.

(i) Each common share of Kieckhefer then outstanding shall be converted into 148 common shares
of the surviving corporation.

(iii) Each common share of Eddy then outstanding shall be converted into 10 common shares of
the surviving corporation.

However, on the effective date of the merger each common share of any one of the merging companies then held
by either of the other merging companies and each share of Eddy then held in Eddy’s treasury shall be can-
celled and retired, and no shares of the surviving corporation shall be issued in respect thereof.

1



Effectiveness of Merger and Exchange of Stock Certificates

The merger will become effective upon the filing and recording of the Joint Agreement and Plan of Merger
with the proper authorities in the states of Delaware, Illinois and Washington. Holders of certificates for com-
mon stock of Kieckhefer and Eddy may thereafter exchange such certificates for certificates for the appropriate
number of common shares of Weyerhaeuser. Dividends payable on common shares of Weyerhaeuser represented
by common stock certificates of Kieckhefer or Eddy will be paid only upon the surrender of such certificates for
exchange.

Capitalization of Kieckhefer, Eddy, Weyerhaeuser and the Surviving Corporation

The following table shows, as of December 31, 1956, the capitalization of each of the three companies
and, pro forma, of Weyerhaeuser as the surviving corporation, giving effect to the merger:

Outstanding
Before Merger After Merger
Kieckhefer—
Common stock, without par value; authorized 30,000 shares ... 29,889 None
shares
Eddy—
314%, Notes payable to Kieckhefer.......................... $6,900,000 None
Common stock, without par value; authorized 200,000 shares. . 181,415 None
shares(1)
Weyerhaeuser—
Common shares, par value $7.50 per share; authorized
25,000,000 shates(d) s ooiddow e b @ais Bakeweiimgds s 24,921,299 30,319,303

shares(2) shares(2)(3)

(1) Excluding 8,634 shares held by Eddy in its treasury. Of the 181,415 outstanding shares, 26,000 shares (14.49,) were
owned by Kieckhefer.

(2) Excluding 78,701 shares held by Weyerhaeuser in its treasury, of which 67,581 shares were reserved for sale upon exer-
cise of stock options granted to certain of its officers and employees. The merger will have no effect upon the
rights of holders of options.

(3) Giving effect to the purchase by Weyerhaeuser of shares as set forth below under ‘“Agreement Relating to Stock
Purchases by Weyerhaeuser.” Such shares are excluded from the total shares to be outstanding.

(4) The Joint Agreement and Plan of Merger will increase the authorized common shares of Weyerhacuser from 25,000,000
to 31,000,000.

Description of Common Shares of the Surviving Corporation

Holders of common shares of Weyerhaeuser, the surviving corporation, are entitled to: (a) dividends when
and as declared by the Board of Directors, (b) one vote per share, and (¢) equal pro rata rights in the event of
liquidation. There are no preemptive or conversion rights, redemption or sinking fund provisions, or rights to
cumulate votes for the election of directors. All issued and outstanding common shares are fully paid and
non-assessable. The foregoing statement is subject to the Articles of Incorporation and By-Laws of Weyer-
haeuser and to the applicable statutes and other law of the State of Washington.

Agreement Relating to Stock Purchases by Weyerhaeuser

Under an Agreement of Purchase and Sale, dated March 20, 1957, Weyerhaeuser has agreed to purchase
from certain shareholders of Kieckhefer and Eddy and such shareholders have agreed to sell to Weyerhaeuser
(1) an aggregate of 2,576 common shares of Kieckhefer at $5,328 per share and 19,757 common shares of Eddy
at $360 per share, or (2) at the election of Weyerhaeuser, the 578,818 common shares of Weyerhaeuser into
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which those shares of Kieckhefer and Eddy would be converted upon the effective date of the merger at $36
per share. The selling shareholders and the number of shares which they have agreed to sell are as follows:

Common shares of Equivalent in
Weyerhaeuser
Selling shareholder Kieckhefer Eddy common shares

E. L. Walker, members of his family and trustees of

trusts created for the benefit of members of his

BAIATIY " 2 . rom s it s SE R e s e e e B 2,576 5,769 438,938
Trustees of the Kieckhefer Container Company and

North Carolina Pulp Company Employees’ Profit

SharTR g PIAIY S ok Sursnvanh aomimasigs e sl s — 7,577 75,770
Trustees of The Eddy Paper Corporation and Roch-

ester Folding Box Company Employees’ Profit

Sharmig PIAR .20 Lics sea difedlin s soudivdos snns — 6,411 64,110

2,576 19,757 578,818

Mr. E. L. Walker is a director and officer of Kieckhefer and a director and officer of Eddy. Certain directors
and officers of Kieckhefer and of Eddy are trustees of and certain of them are among the beneficiaries under the
respective Employees’ Profit Sharing Plans of Kieckhefer and of Eddy named above as selling shareholders.

AMENDMENTS OF ARTICLES OF INCORPORATION AND BY-LAWS OF WEYERHAEUSER

The Articles of Incorporation of Weyerhaeuser will be amended by the Joint Agreement and Plan of
Merger (1) to increase the number of authorized shares from 25,000,000 to 31,000,000, (2) to provide that
Weyerhaeuser may purchase, hold and sell its own shares, and (3) to state the terms and conditions upon
which the authorized and unissued shares of Weyerhaeuser may be issued, including provisions that such
shares may be issued for such consideration in property as the Board of Directors shall determine, without
first offering such shares to the shareholders, or for such consideration in cash or services as shall be deter-
mined by the shareholders or by the Board of Directors acting under authority hereafter conferred by the
shareholders. These terms and conditions, which are identical to those formerly contained in the Articles of
Incorporation when Weyerhaeuser had authorized but unissued shares, are set forth in Article Two of the
Joint Agreement and Plan of Merger as part of Article ITI of the Articles of Incorporation of Weyerhaeuser,
as amended.

The Joint Agreement and Plan of Merger also provides for an amendment to Article III, Section 1 of
the By-Laws of Weyerhaeuser to increase the authorized number of directors from 13 to 15 and for including
H. M. Kieckhefer and R. H. Kieckhefer as directors of the surviving corporation, together with the present
directors of Weyerhaeuser.

COMPARATIVE FINANCIAL INFORMATION

Summaries of Consolidated Income

The following summaries of consolidated income of Kieckhefer Container Company, The Eddy Paper
Corporation and Weyerhaeuser Timber Company, for the five years ended December 31, 1956, have been
examined by Arthur Andersen & Co., independent public accountants, whose opinion with respect thereto
appears elsewhere herein. The summaries of consolidated income should be read in conjunction with the
financial statements and notes thereto included elsewhere herein. Unaudited pro-forma combined summaries of
consolidated income of the three companies for the five years ended December 31, 1956, also follow.
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SUMMARIES OF CONSOLIDATED INCOME
(000’s Omitted)

Year Ended December 31
KiECKHEFER AND SUBSIDIARY— 1952 1963 1954 1956 1956
Gross sales, less discounts and allowances........ $ 54,299 $ 64,836 & 65,629 § 78,212 § 86,520
Other income (net) . . .........ccviveunonn.. 742 703 907 1,250 1,536
Cost of sales and expenses. .. .................. 38,271 48,415 50,334 59,030 67,002
Provision for taxes on income.................. 10,698 11,329 8,869 10,412 10,955
Minorityanterest. u v coas v smise swmm ssp s — — - 313 412
NGOG, 1 o v0s covidlicns mus s s o e Slws wiis & 6,072 5,795 7,333 9,707 9,687
Per common share:
Netincome.........oooiviiineeninnnannn $205.96 $ 196.53 § 248.69 § 324.78 § 324.11
ERvAdenan .o rdibdiydhe s osm v wimns THam cves v 24.00 24.00 24.00 24.00 27.00
EppY AND SUBSIDIARIES—
Gross sales, less discounts and allowances........ $ 40,908 § 44,249 § 43,481 § 44,770 $ 45,950
Other income (NBE). . c.vvvevevesrvrvnonsrecans 224 632 315 207 (39)
Cost of sales and expenses. .................... 32,651 36,208 36,889 37,862 37,825
Provision for taxes on income.................. 4,952 4,880 3,615 3,700 4,220
Netineome. ......ovveeinineeiinnaennnnn. 3,529 3,843 3,292 3,415 3,866
Per common share:
Nt IHCOmMB .7 o 5 o Eriii dasies T A - FH2ET $ 20.83 $ 22.68 § 19.43 § 18.82 $ 21.31
DIVIAGRAB. -0 voie v so3 5 595 ied saied 5555 12.00 12.00 12.00 12.00 14.00
WEYERHAEUSER AND SUBSIDIARIES*—
Gross sales, less discounts and allowances........ $239,536 $257,516 $262,497 $316,733 $324,129
Other income (net). . ......c.vieitieinnnennnn. 5,044 6,682 6,571 7,702 7,405
Cost of salesand expenses. ...........covvvunn.n 183,605 201,399 209,262 243,107 253,756
Provision for taxes on income. ................. 24,799 26,457 24,296 32,087 26,331
NGk TNOOMIE. 07 o T3 o s o 5w G g vies & oicce 5o 36,176 36,342 35,510 49,241 51,447
Per common share:**
Netinecome........ovvviiiiiiineennnennns $ 145 $ 146 $ 1.43 $ 1.98 % 2.06
Drvidendss. .n seibue dvs st wbsnelie T .625 .625 .75 1.00 1.00

*Excluding 1952 and 1953 results of operations of Wood Conversion Company, a former subsidiary; Weyerhaeuser’s interest
in this company was distributed to its shareholders on November 30, 1953.
**Adjusted to give effect to the 4-for-1 stock split on December 30, 1955.

UNAUDITED PRO FORMA COMBINED SUMMARIES OF CONSOLIDATED INCOME
OF MERGING COMPANIES*

Year Ended December 31
1952 19563 1964 19566 1966
Gross sales, less discounts and allowances . . ....... $329,318 $353,295 $359,357 $425,787 $435,069
Other ineome: Met) .. « iwews suras s suse gt 5,072 7,129 6,855 8,221 7,912
Cost of salesand expenses. ...................... 249,178 273,011 284,227 325,972 337,332
Provision for taxes on income.................... 40,124 42,341 36,455 45,874 41,181
N B TCOMNG o s v 5 555 osiirs 5 pios, sedbi s ALE b porsadi 3 e 45,088 45,072 45,530 62,162 64,468
Net income per share (based on 30,319,303 shares).. $1.49 $1.49 $1.50 $2.05 $2.13

*Adjusted to eliminate intergroup sales, purchases, etc.



Market Prices of Common Shares of Weyerhaeuser and Eddy

The high and low sales prices (as reported by The Commercial and Financial Chronicle) of the common
stock of Eddy on the Midwest Stock Exchange since January 1, 1955, and the range of the bid prices of
the common shares of Weyerhaeuser in the over-the-counter market (as reported by The National Quotation
Bureau Inec.) since January 1, 1955, are set forth below:

Weyerhaeuser— __Edi_.

Bid Prices (1) High Low
1955 BirgtiQuarter, . .ol vl . L0 08 R T e v s 28542534 210 185
Second Quarter. . ........ ...t 32 -28Y44 208 196

Third Quarter......... ..o iiiieiiaiiannnnn 3734-3114 240 20114
Eouzth Chanrber ;ca. avmve: oyt Do shi bt wvs s a 4254-3214 220 200
1956 Firat QUATEET .o« Toos ¢ van woimi st Gate i Teie fesm o i 43 3734 240 200
Dot - QUATLEY - cooin s uin swen e w6 fomne S aiass Sas S 421/-3814 245 220
B 1113 (11721 o ) e e o g 42343714 243 237
Fourth Quarter. .. ..........ccciiiviiriiiiiiannennnans 3814-3414 24814 234
1957 First Quarter (through March 13,1957).................. 3814-34 350 246

(1) Adjusted to give effect to the 4-for-1 stoeck split on December 30, 1955.

As of March 13, 1957 the last sale price of the common stock of Eddy on the Midwest Stock Exchange
(March 8) was $315 a share and the reported bid price of the common shares of Weyerhaeuser in the over-the-
counter market was 3434.

The common stock of Kieckhefer is not publicly quoted or traded.

BUSINESS OF KIECKHEFER

Kieckhefer Container Company was incorporated under the laws of the State of Delaware on December 21,
1923, as successor to a business originally established about 1900. Principal executive offices are located at
7200 Westfield Avenue, Pennsauken, N. J.

Kieckhefer, together with its subsidiary North Carolina Pulp Company (owned 809, by Kieckhefer and
209%, by Eddy and a wholly-owned subsidiary), is engaged principally in the production and sale of corrugated
shipping containers, milk cartons, and bleached and unbleached paperboard. For the year 1956, sales of ship-
ping containers accounted for approximately 509, sales of milk cartons accounted for approximately 34%, and
sales of paperboard (principally to Eddy) accounted for approximately 169, of Kieckhefer’s total consolidated
sales.

Production and Properties

A kraft pulp and paperboard mill, located at Plymouth, N. C., has a present annual productive capacity of
approximately 450,000 tons of paperboard, having been substantially expanded in 1955 and 1956 through the
installation of a new 700 tons per day linerboard machine and the removal of a smaller old machine.

Kieckhefer has a jute paperboard mill at Delair, N. J., with an annual productive capacity of approxi-
mately 80,000 tons, which supplements the paperboard production of the Plymouth mill.

Substantially all of the bleached board produced by the Plymouth mill, together with purchases of bleached
board from others, is used by Kieckhefer in production of its milk cartons. Substantially all of the unbleached
containerboard produced by the Plymouth and Delair mills, supplemented by purchases, is used by Kieckhefer
or sold to Eddy for the production of shipping containers.
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Figures of production, purchase, usage and sale of paperboard by Kieckhefer for the past five years were
as follows (in tons):

1952 1963 1954 1965 1956
Unbleached Containerboard
Produeedc: o vaw s amw s ows sam s v 254 8 218,448 242,874 234,968 256,929 295,794
PUPCHARE . ¢ 555 55005 5008 pens Fashd Lons v 8 16,594 41,129 43,684 46,726 70,523
Total Produced and Purchased.......... 235,042 284,003 278,652 303,655 366,317
Consumed.........cooiiiiiiniiennnnnnnn. 162,515 191,606 197,059 230,374 228,904
Sold 1o Hdds. .« s « con o3t tiiiin sum s 48,683 59,523 51,219 61,213 106,878
Sold to ORers. . . i o ibs vwnn i wns care s 25,255 29,991 22,377 27,008 20,218
Total Consumed and Sold.............. 236,453 281,120 270,655 318,595 356,000
Bleached Board
Produced..........covinininnn. 63,481 60,951 63,598 66,599 72,612
Purchased............coiiiiiiniinnan.. 3,953 26,105 32,004 36,640 45,973
Total Produced and Purchased.......... 67,434 87,056 95,602 103,239 118,585
ClONSUMET o saces v Swms vvm v oot T Dees 55,886 58,305 64,007 92,786 105,048
Sold 10 BdaY....i 5 cone soms 055 & vs newh Ssing 7,560 12,881 16,363 569 —
SoldtoOthers. ........coovviivninnnnn. 5,388 18,367 14,082 7,676 11,880
Total Consumed and Sold. ............. 68,834 89,553 94,452 101,031 116,928

Kieckhefer operates shipping container and milk ecarton plants throughout the United States, strategically
located to serve markets where there is a large demand. Generally speaking, the shipping container plants are
along the Eastern, Gulf and Pacific Coasts and the milk carton plants are located throughout the United States.

Kieckhefer owns and operates 9 converting plants producing corrugated and solid fibre shipping contain-
ers, with aggregate floor area of approximately 1,450,000 square feet, at the following locations: Westbrook, Me.;
Baltimore, Md.; Delair, N.J.; Parkersburg, W.Va.; Tampa, Fla.; New Orleans, La.; Alameda and Colton,
Calif.; and Yakima, Wash. These plants together in 1956 produced shipping containers representing about
2,850 million square feet of containerboard.

Kieckhefer also operates 10 converting plants producing milk cartons, with aggregate floor area of approxi-
mately 675,000 square feet, as follows: Camden, N.J.; Jacksonville, Fla.; Seymour, Ind.; Carpentersville, Ill.
(under construction); Three Rivers, Mich.; Hastings, Neb.; Garland, Tex.; Salt Lake City, Utah; Whittier,
Calif.; and Vancouver, Wash. All of these milk carton plants are owned by Kieckhefer, with the exception of
the Three Rivers plant which is leased from Eddy and the Salt Lake City plant which is leased from others.

While most of the paperboard requirements for Kieckhefer’s converting plants is obtained from the
Plymouth and Delair mills, Kieckhefer purchases some paperboard from others (including Weyerhaeuser),
particularly for its West Coast plants.

In addition to its manufacturing facilities Kieckhefer operates owned warehouses at McAllen and Houston,
Tex. and at San Jose, Calif., and a leased warehouse at Los Angeles, Calif.

Sales offices for both the milk carton and shipping container divisions are maintained in each of such
divisions’ plants and, for the shipping container division, also at New York City and Buffalo, N.Y.; San Fran-
cisco and Los Angeles, Calif.; Seattle, Wash.; and Malden, Mass.

Approximately 406,000 acres of timberlands are owned in connection with the Plymouth kraft pulp and
paperboard mill. Most of this acreage is in North Carolina with minor portions in Virginia and Maryland.
Kieckhefer estimates that approximately 355,000 of such acres are covered principally with pine, 38,000 acres
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are covered principally with hardwoods, and 13,000 acres are presently untimbered. Kieckbefer estimates
that present annual growth on these lands amounts to approximately 418,000 cords. Most of the pulpwood
requirements for the Plymouth mill are presently purchased from others and only a minor portion is harvested
from owned timberlands.

Substantially all of Kieckhefer’s milk carton production has been manufactured and sold under the
name “Pure-Pak,” pursuant to a non-exclusive license from Ex-Cell-O Corporation. Kieckhefer is one of four
companies presently licensed to produce Pure-Pak milk cartons in the United States. Under its license arrange-
ment, Kieckhefer pays a royalty of 29, of its net sales of Pure-Pak milk cartons. In addition, Kieckhefer pres-
ently pays to Ex-Cell-O an advertising allowance of 5¢ per 1,000 cartons for use in the promotion of Pure-Pak
cartons.

Sales and Distribution

Consolidated sales (before deduction of sales discounts) of Kieckhefer for the past five years, by principal
products, are summarized below (in thousands of dollars):

Shipping Milk
Containers Cartons  Paperboard Total

199255 < ami sion s wom 1080 Soes Sons SRS SENT fe LERG Lo $31,965 $13,541 $ 9,340 $54,846
Ly 217 O O Sl S Vs i ), SR s 36,737 14,444 14,285 65,466
111 SRS e L PO 1 Y. 5 R AR % o W TR R 37,030 16,696 12,559 66,285
TOD N ccs smssra s wowss sossass wsaie sbiachs bopiv st Iubsars #ich sk 42,625 25,449 10,924 78,998
BOG0..o ot ods snimbin orssdis s wesnns srsophd Mhscd vty v oo 43,678 29,434 14,206 87,318

Sales of both shipping containers and milk cartons are made direct to customers by Kieckhefer’s own
sales force of approximately 100 salesmen. In the case of milk cartons, customers are principally dairies.
Shipping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Kieckhefer estimates that it presently accounts for approximately 39, of the United States
corrugated shipping container business. Although reliable figures are not available for the industry, Kieckhefer
estimates that it may presently account for as much as 209, of the total United States milk carton business.

Recent Developments

During the five years 1952-1956, inclusive, Kieckhefer expended approximately $42,600,000 for new
plants and properties, including timberlands, and for the expansion and modernization of existing plants and
facilities, the principal items of which follow:

Purchase of timberlands..... ... cuse s s awsmimvwe smsm woma swmems s ses s $10,900,000
Plant additions (including new paper machine) at Plymouth pulp and

paperboard-mnlll oo viin bl vl ety e A v velnn ek N v 17,400,000
Ninie tiew converting plante ;s oo coos deme aoh 5o sams vons 95E wams sasers 11,900,000

During the same five-year period Kieckhefer made retirements from its gross property account of ap-
proximately $3,400,000.

Relationship with Eddy

For many years there has been a close relationship between Kieckhefer and Eddy. Kieckhefer owns
26,090 shares (14.4%) of Eddy’s outstanding common stock and certain members of the Kieckhefer family
also have substantial stockholdings in Eddy. Eddy is in the shipping container and folding carton businesses
with plants located principally in the Midwest section of the United States. Kieckhefer and Eddy have,
for many years, followed the practice of selling shipping containers for each other, on a commission basis,
where orders or parts of orders received could be handled more economically by the other company. In 1954
Eddy purchased from North Carolina Pulp Company for $17,000,000 cash, 1,000 shares (a 209, stock interest)
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of North Carolina Pulp. These funds were used by North Carolina Pulp for expansion of the Plymouth mill.
Eddy has a contract to buy from North Carolina Pulp a major portion of Eddy’s requirements for paperboard,
on a cost-plus basis.

In connection with Eddy’s purchase of North Carolina Pulp shares, Kieckhefer loaned to Eddy $11,000,000.
At December 31, 1956, this loan had been reduced to $6,900,000.

Directors and Officers

The following are the directors and officers of Kieckhefer:

J. W. Kieckhefer Director; Chairman of Board
H. M. Kieckhefer Director; President
J. A. Auchter Director; Vice-President; Assistant Treasurer;
Assistant Secretary
C. H. Carpenter Director; Vice-President
S. B. Clark Director; Vice-President
R. H. Kieckhefer Director
W. F. Kieckhefer Director; Treasurer; Secretary
E. L. Walker Director; Vice-President
D. C. Will Director; Vice-President
V. D. Donahue Vice-President; Comptroller
L. G. Lea Vice-President
J. W. Seeger Vice-President
Shareholders

As of March 13, 1957 there were approximately 110 sharcholders of Kieckhefer. The outstanding 29,889
shares of common stock are owned largely by various individual members of or trusts for members of the
Kieckhefer family. Certain of the foregoing are holders of more than 109, of the outstanding common stock.

Employees

As of December 31, 1956 Kieckhefer and its subsidiary had a total of approximately 4,000 employees.
Most of the plant employees are members of unions. Kieckhefer believes that its relations with its employees
are generally satisfactory.

BUSINESS OF EDDY

The Eddy Paper Corporation was incorporated under the laws of the State of Illinois on November 14,
1922, as successor to Eddy Paper Company which had originally been established in 1906. Its principal execu-
tive offices are located at 919 N. Michigan Avenue, Chicago, Ill.

Eddy and its two wholly-owned subsidiaries, Rochester Folding Box Company and Gereke-Allen Carton
Company, are engaged principally in the production and sale of corrugated shipping containers, boxboard,
and folding cartons, principally in the north Midwest section of the United States. For the year 1956, sales of
shipping containers accounted for approximately 759, of Eddy’s total sales.
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Production and Properties

Eddy owns a boxboard mill, located at White Pigeon, Mich., with an annual production capacity of
approximately 60,000 tons. Production of this mill for the past five years has been as follows (in tons):

TS LAEHA il i sl vl o naia i [ 45,445
1 45,179
Popailiym). o opue o Jousimbalage 5100 o baninpan 48,991
086 (uwuaslad, ., n bl b e whog 50,891
1956 o v e et 53,786

Approximately 179, of the boxboard production of this mill is used in the folding carton plants of Eddy’s
subsidiaries and approximately 839 is sold to other manufacturers.

Eddy and its subsidiaries own and operate 8 converting plants producing corrugated shipping containers,
with aggregate floor area of approximately 1,500,000 square feet, as follows: Rochester, N.Y.; Belleville and
Rockford, Ill.; Three Rivers and Detroit, Mich.; Manitowoe, Wis.; Cedar Rapids, Towa; and Austin, Minn,
These plants now purchase their containerboard requirements largely from Kieckhefer and its subsidiary.
These plants together in 1956 produced corrugated shipping containers representing approximately 2,100
million square feet of containerboard.

Eddy’s subsidiaries operate 2 converting plants producing folding cartons, with aggregate floor area of
approximately 185,000 square feet. The plant located at Rochester, N.Y. is owned and the one at St. Louis,
Mo. is leased. These plants obtain substantially all of their boxboard requirements from the White Pigeon
mill. In 1956 these plants together produced approximately 9,800 tons of cartons.

Eddy purchased in 1955 for $317,000 a 509, common stock interest in Ace Folding Box Corporation,
of Middlebury, Ind., which is carried as an investment on its balance sheet. Ace’s boxboard requirements are
also furnished in large part from the White Pigeon mill.

Sales

Consolidated sales (before deduction of sales discounts) of Eddy for the past five years, by principal prod-
ucts, have been as follows (in thousands of dollars):

Corrugated

Shipping Folding Milk
Containers Cartons Boxboard Cartons Total
19175 T T CRU VR W I $30,443 $3,638 $5,860 $1,292 $41,233
OB, a0 nwrdborsatuelefosens oo st bsdaye 32,052 4,131 5,565 2,861 44,609
275" R T FURN SR e S 30,247 4,041 5,490 4,071 43,849
196D . i cnsomibidn b dansTmnr bipitond 34,699 4,373 6,035 — 45,107
1958 - svmm wvesniis veas semia 4 34,699 5,002 6,583 - - 46,284

Sales are made by Eddy’s and its subsidiaries’ own sales forces of about 65 persons. Corrugated ship-
ping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Folding cartons are sold direct to customers chiefly for packaging and display of their retail
products. Boxboard is sold to other earton manufacturers, including Ace. Eddy estimates that it accounts for
about 2%, of the corrugated shipping container business in the United States. It is a relatively minor factor
in the folding carton and boxboard fields.



Recent Developments

During the five years 1952-1956, inclusive, Eddy spent approximately $7,500,000 on expansion and im-
provement of its properties and plants, and during the same period made gross retirements from its property
account of approximately $2,600,000. The principal single property addition during this period was the con-
struction in 1954 of a new corrugated shipping container plant at Austin, Minn.

Also during this period, Eddy acquired a 209, stock interest in North Carolina Pulp Company at a cost
of $17,000,000, as described above under “Business of Kieckhefer—Relationship with Eddy”.

Officers and Directors

The following are the directors and officers of Eddy:

J. W. Kieckhefer Direetor; Chairman of Board

W. F. Kieckhefer Director; President

E. F. Gereke Director; Vice President

Anthony Haines Director; Vice-President

H. M. Kieckhefer Director

George H. Kiefer Director

Erwin K. Radke Director; Vice-President

Nicholas Scharff Director; Vice-President

Karl W. Schneider Director; Vice-President

E. L. Walker Director; Vice-President

Thomas E. Morriss Vice-President

R. C. Meier Treasurer; Secretary
Shareholders

As of March 13, 1957 Eddy’s shareholders numbered approximately 1,000. Of Eddy’s 181,415 shares
of common stock outstanding, 26,090 shares (14.49;) are owned by Kieckhefer. A substantial amount of the
remaining shares is owned by various members of or trusts for members of the Kieckhefer family and by the
trustees of the Kieckhefer and Eddy employees’ profit sharing plans mentioned above under ““ Proposed Merger-
Agreement Relating to Stock Purchases by Weyerhaeuser,” but no such individual holder owns beneficially
more than 109, of Eddy’s shares.

Employees

As of December 31, 1956, Eddy and its subsidiaries had a total of approximately 1,900 employees. Most
of the plant employees are members of unions. Eddy believes that its relations with its employees are generally
satisfactory.
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BUSINESS OF WEYERHAEUSER

Weyerhaeuser Timber Company was incorporated under the laws of the State of Washington on January
18, 1900. Principal executive offices are located in the Tacoma Building, Tacoma, Wash.

Weyerhaeuser and its subsidiaries are engaged in the ownership and management of timberlands, the
growing and harvesting of timber and its conversion into those products which will best utilize the economic
value of the wood supply. Currently, this involves the manufacture, distribution and sale of lumber, plywood,
pulp, paperboard, hardboard, and other wood fibre and bark products. Diversification of its products and
expansion and integration of its manufacturing facilities have enabled Weyerhaeuser to increase the utilization
of its timber resources. Continuing research is being carried on in the fields of forestry and product development.

Timber and Timberlands

Weyerhaeuser owns in fee in the States of Washington, Oregon and California approximately 2,695,000
acres of forest lands, of which approximately 2,111,000 acres are in the Douglas Fir region of western Washing-
ton and Oregon and 584,000 acres are in the Western Pine region (556,000 acres in south central Oregon east of
the Cascades and 28,000 acres in northern California).

Late in 1956 Weyerhaeuser undertook a program of acquiring timberlands in Mississippi and Alabama
to help support a pulp mill planned for construction in the future on a site near Columbus, Miss. Weyer-
haeuser believes that the merger with Kieckhefer and Eddy may accelerate this program.

The determination of the amount of merchantable timber on Weyerhaeuser’s lands is a continuing process.
The definition of merchantable timber changes with improvement in utilization practices and is affected by
existing economic conditions. Calculations based on the most recent data available indicate that the volume of
merchantable timber is approximately 60 billion board feet (Scribner Log Scale). The Scribner Log Scale was
designed to measure the volume of timber in terms of the quantity of commercial lumber a log will produce.
Customarily, the number of board feet of lumber produced from a log exceeds its Scribner Log Scale measure.
Further, the Scribner Log Scale gives no recognition of other wood supply not suitable for producing lumber
but usable for production of wood chips for pulp and other products.

It is Weyerhaeuser’s basic policy so to manage its lands that they shall provide a continuous supply of
wood for the future. Continuing calculations are made to determine the quantity of timber which can be cut
annually and still assure the sustained production of raw material. Based on current calculations and present
utilization and reforestation practices, the quantity which can be cut annually is approximately 1.3 billion
board feet (Scribner Log Scale). The quantity actually cut from year to year is also influenced by current
economic conditions.

Weyerhaeuser anticipates that it will be necessary from time to time to adjust its annual cut to give
effect to material changes in growth and yield experience, utilization, and casualty losses including fire and
insect infestation.

There will be a material decrease in the age and size of the average tree harvested after the present mature
timber supply has been depleted. However, Weyerhaeuser estimates that the physical volume of timber
available annually at that time will be somewhat greater than the presently calculated annual cut.

Intermingled with and adjacent to Weyerhaeuser holdings are substantial quantities of timber publicly
owned or privately owned by others, some of which will be offered for sale from time to time. Itis the intention
of Weyerhaeuser to purchase some of such timber as it becomes available, the quantity of which will not be
significant in relation to its own timber supply.
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Timberlands presently being acquired in Mississippi and Alabama have been heavily logged and some have
been repeatedly burned. An intensive rehabilitation program will be started promptly to restore the lands to
their maximum productivity.

Wood Supply

The following table shows the past five years’ supply of logs and pulpwood made available to Weyer-
haeuser’s mills, including that produced from purchased timber:

1952 1953 1954 1956 1956

Loas—(million board feet Scribner Log Scale)

Produced
Fromfeelands..........ccooiiiiiiiiiiiiiinnnnnnns 925 932 937 1,116 1,208
From purchased timber. ..................ccooii.... 138 180 109 149 212
1,063 1,112 1,046 1,265 1,420
Purchased logs (net).............ciiiiiiniiiinnnnnn. 93 87 90 49 44

1,156 1,199 1,136 1,314 1,464

Produced logs by species—

DOUEIAE TIT .t i o omes ot s bl 2000 L s (8 o0 80 638 689 642 743 786
Hemlocke:, srting i 2amn aithe desesithom) sebl gt iop 215 210 193 246 333
Ponderosa Pine. oo od s sdimalovstsans 2hbil Loa ool 88 96 102 105 102
COBT.; sovs somem mices was ws S FemE 6N SR R LG 58 53 48 75 85
L 1T | N TN N BT A S 64 64 61 96 114

1,063 1,112 1,046 1,265 1,420

Purpwoop—(thousand cords):

PrOAUCE vt v conlesus b s Soiiesess s ren i 55 4 sl 52 45 120 193 213
PUTCHABE c com crs it 25 v S i st sicusd) SFah et 10 4 15 97 238
62 49 135 290 451

Wood chips for Weyerhaeuser’s pulp mills are produced in part from logs of a size, species or quality more
suitable for this use than for lumber or plywood, in part from pulpwood and the remainder from residuals from
Weyerhaeuser’s saw mills and plywood plants. The quantity of wood chips produced in the past five years is
shown below:

1952 1963 1954 1966 19566
Woop Caips—(thousand air dry tons):
Produced from—
Logsand pulpwood.................ovvinnnn, 631 746 881 829 882
Mill:vesidals ool sdbnmen, boda o e HiE o 410 524 552 813 844
1,041 1,270 1,433 1,642 1,726
Purchaged (Het): oo voes wams sovs s i s s imes (80) (58) 7 10 21
i ko N oo L EER o LACUCE S e R L IR P LR L 961 1,212 1,440 1,652 1,747

Manufacturing

Weyerhaeuser has followed a policy of grouping its production facilities at manufacturing centers con-
veniently located in relation to the timberland furnishing the wood supply. There are 10 such centers located
in the States of Washington and Oregon. The integration of mills producing lumber, plywood, pulp, paper-
board and other products facilitates making the most economical utilization of the forest harvest.
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Lumber—Lumber is preduced in a wide variety of kinds and grades, emphasis being placed on quality of
product, made possible in part by providing facilities for kiln drying and surfacing. Weyerhaeuser’s lumber pro-
duction is estimated to represent about 39, of the total for the United States. Weyerhaeuser’s lumber production
for the past five years is shown in the following table (expressed in thousand board feet):

OB i s o s s ol mibo¥ cuneis sans KAk Ky 1,046,000
VOBB . L oo s s s bt B acvces sodimos st 1,117,000
1954. . ....... T TR, o Ty 973,000
1955« v e et 1,193,000
1956, . v eveeeeanns. e 1,194,000

Plywood— Weyerhaeuser estimates that it accounts for approximately 2149 of the total United States
production of Douglas fir plywood. Weyerhaeuser’s plywood production for the past five years is shown in
the following table (expressed in thousand square feet—34" basis):

BBk st b A e astob Lo 80,000
.17 RSO M A . JIN L L AP R 116,000
1954« e e e 104,000
1055 e e 130,000
RO, Lot e e S i e ST 0N 200 134,000

Pulp and Paperboard—Weyerhaeuser estimates that it produces something less than 49, of the total United
States supply (including net imports) of chemical and semi-chemical pulp.

Weyerhaeuser utilized in 1956 approximately 41% of its pulp in its own manufacture of bleached paper-
board and unbleached containerboard, and sold the remaining approximately 599, to others. Weyerhaeuser’s
pulp and board production for the past five years is shown in the following table (expressed in tons):

Sold as Pulp

Sulphite Kraft Papethoard Containerboard Total
1952 201,996 91,942 6,899 87,083 387,920
1953 201,617 127,875 38,900 118,188 486,580
1954 210,027 187,500 56,136 123,470 577,133
1955 214,771 195,304 75,795 177,149 663,019
1956 222,317 206,440 82,295 208,318 719,370

Other Products—Weyerhaeuser manufactures a variety of other products, including hardboard, particle
board, ply veneer, wood fibre and bark products, using principally residuals from its sawmills and plywood
plants.
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Sales and Distribution

Net sales of Weyerhaeuser for the past five years, classified by principal products, are summarized below
(in millions of dollars):
Pulp and

Lumber Paperboard Plywood Other Total
1110537 . LT - L | I $156.8 $ 4.6 $10.0 $18.1 $239.5
TO53%: zoniors mecmvde B I 4 oo s 2mm 2a 156.5 69.3 14.2 17.5 257.5
LODR e ciae 5 st s itmmenn /550 ¥ vhn G0 150.1 82.8 12.9 16.7 262.5
VOB s saven wsmis i = swn woms v o 180.5 96.9 18.3 21.0 316.7
VD58 .0z i srons swvare s & s wvwess eraves w4 177.9 106.7 16.0 23.5 324.1

*Fxcluding sales of $20.5 million in 1952 and $19.3 million in 1953 by Wood Conversion Company, a former subsidiary
Weyerhaeuser’s interest in this company was distributed to its shareholders on November 30, 1953.

Sales of lumber and plywood include products purchased by Weyerhaeuser from others in order to supply
a more complete line to customers. In 1956, products so purchased for resale represented approximately 24%,
of lumber and 229, of plywood sales. A substantial portion of these purchases was made from one company.

Weyerhaeuser Sales Company, a wholly-owned subsidiary, with headquarters in St. Paul, Minn., is
Weyerhaeuser’s principal distribution organization dealing in lumber, plywood and related products. Pulp,
paperboard, and certain fibre and bark products are sold by scparate sales departments.

Lumber and Plywood—Weyerhaeuser’s lumber and plywood sales represent principally (1) direct shipment
sales from its mills to customers, (2) sales from Weyerhaeuser’s nine wholesale distributing yards, and (3) sales
from Weyerhaeuser’s 87 retail yards.

Lumber and plywood shipments in 1956, by major classes of customers, were approximately as follows:

Lumber Plywood

Retail Yards®.......................... 74.6%, 54.8%,
Wholesalers.......cooveveiiniinnnnn.. 9.2 32.4
THAUBETIEN G55 5 ey waa s 5% mareh oo 5 11.7 9.2
OBHBE, poanmibion b pnas vt € oo baise Sane ¢ 4.5 3.6

100.09%, 100.0%,

*Includes sales through Weyerhaeuser’s own retail yards.

Pulp and Paperboard—No one customer accounted for as much as 109, of Weyerhaeuser’s pulp sales in
1956. A small, but increasing, amount of pulp has been sold in the export market.

Kieckhefer purchased approximately 469, and two other companies together approximately 297, of
Weyerhaeuser’s 1956 bleached paperboard production. Kieckhefer purchased approximately 219, and one
other company approximately 269, of Weyerhaeuser’s 1956 unbleached containerboard production.

Transportation

Weyerhaeuser Steamship Company, a wholly-owned subsidiary, owns and operates eight Liberty ships as a
common carrier in the intercoastal trade, carrying principally lumber eastbound and general cargo westbound.
Columbia & Cowlitz Railway Company, another wholly-owned subsidiary, operates as a common carrier from
a junction with main line railroads in Washington to a terminal near Weyerhaeuser’s Longview, Wash. plant.
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Properties
In addition to its timberlands deseribed above, Weyerhaeuser has manufacturing and other properties as
indicated below.
Manufacturing Plants

Capacity
per 8-hour shift
LuMBER— No. of Mills (thousand board feet)
Aberdeen, Wash. 1 160
Enumclaw, Wash. 1 340
Everett, Wash. 2 480
Longview, Wash. 3 950
Raymond, Wash. 1 150
Snoqualmie Falls, Wash. 2 350
Cottage Grove, Ore. 1 150
Klamath Falls, Ore. 1 350
North Bend, Ore. 1 360
Springfield, Ore. 1 310
3,600
Annual Capacity
PrLywoop— (Thousand Square feet—34” basis)
Longview, Wash.. ... ... e 75,000
Collage Groge,OBei oo vt Sl S o s sl st @RI e s bl 55,000
Sptinighield, O o disfoemmbiBamd v ¢ s wralipos ¥ ots Vs b wis s waws b 55,000
185,000
Purp AxDp ParErBoARD (daily capacities—tons)—
Falp Bleached Unbleached
Sulphite Kraft Paperboard Containerboard Total
Cosmopolis, Wash............. 400 — — — 400
Everett, Wash................. 310 340 — — 650
Longview, Wash............... 350 250 350 180 1,130
Springfield, Ore................ —_ — — 450 450
1,060 590 350 630 2,630
SpEcIAL PropucTs— Annual Capacity
Longview, Wash.—bark products. .. ..........ccoiiiiiiiineinnnnnnnn. 10,000 tons
Snoqualmie Falls, Wash.—fibre products. ... ... ... .. ... ... ... 15,000 tons
Klamath Falls, Ore.—hardboard............ ... iiiiiininnenn. 80,000,000 sq. ft. (14" basis)
North Bend, Ore.—particle board.............ciiiiiiiiiiiiiiiennnn. 15,000,000 sq. ft. (34" basis)
Springfield, Ore.—ply-Veneer. ... ....oovirieruriiiinneeeernnnnrennns 40,000,000 sq. ft. (24" basis)

A chemical plant for production of the major portion of Weyerhaeuser’s requirements of chlorine and
caustic soda is located on the plant site at Longview, Wash.

Distribution Properties

Weyerhaeuser’s nine wholesale distributing yards are located at Baltimore, Md.; Newark and Freehold,
N. J.; Portsmouth, R. I.; Philadelphia, Pa.; Boston, Mass.; 3t. Paul, Minn.; Louisville, Ky.; and Los Angeles,
Calif. Six of such yards are owned in fee and three are located on leased land.

Weyerhaeuser’s 87 retail yards are located in Iowa, Minnesota, Montana, North Dakota and South
Dakota, some of which are on leased land.
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Recent Developments

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $169,000,000 for new
plants and facilities and for expansion and modernization of existing plants and facilities. Approximately 179,
of such total represented facilities for lumber and plywood, 549, for pulp and paperboard, 199, for logging
equipment and roads, and 109 for all other. During the same five year period, Weyerhaeuser made retire-
ments from its gross property account of approximately $21,000,000.

Principal plant expansion or acquisition during the five year period included the following:

Longview, Wash.—Substantial increase in kraft pulp production capacity, new bleached paper-
board plant, new unbleached containerboard plant and new chemical plant.

Springfield, Ore.—New plywood and ply-veneer plants and expansion of unbleached container-
board capacity.

Raymond, Wash.—New lumber mill to replace old facilities.

Everett, Wash.—New kraft pulp mill.

Klamath Falls, Ore.—New hardboard plant.

Snoqualmie Falls, Wash.—New fibre products plant.

North Bend, Ore.—New particle board plant.

Cosmopolis, Wash.—New sulphite pulp mill.

Aberdeen, Wash.—Lumber mill purchased.

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $13,000,000 for the
acquisition of timberlands.

In December, 1954, the R-W Paper Company was organized for the purpose of manufacturing and selling
glassine and greaseproof papers. This company’s mill was constructed at Longview, Wash., and is supplied with
pulp from Weyerhaeuser’s adjoining pulp mill. The mill, with initial annual capacity of 10,000 tons, commenced
production in June 1956. The capital stock of the R-W Paper Company is owned 50%, by Weyerhaeuser and
509, by Rhinelander Paper Company, a subsidiary of St. Regis Paper Company.

In January 1957, Weyerhaeuser purchased a lumber mill, plywood mill and related facilities at Cottage
Grove, Ore. (the capacities of which are shown on page 15), together with approximately 55,000 acres of timber-
lands in that area, most of which is cutover land.

Directors and Officers
The following are the directors and executive officers of Weyerhaeuser:

Laird Bell Director
Carleton Blunt Director
*Norton Clapp Director; Chairman of Board
Edmond M. Cook Director
O. D. Fisher Director
*Edmund Hayes Director; Chairman of Executive Committee

*Chas. H. Ingram Director; Executive Vice-President
Henry T. McKnight Director

*John M. Musser Director; Vice-President
F. W. Reimers Director
C. D. Weyerhaeuser Director

*F. K. Weyerhaeuser

Director; President

J. P. Weyerhaeuser 111 Director

W. P. Gullander Vice-President

Howard W. Morgan Vice-President

Joseph E. Nolan Vice-President; General Counsel
Robert W. Boyd Controller

George S. Long, Jr. Secretary

H. E. Nelson Treasurer

*Member of Executive Committee.
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The directors of the surviving corporation will be the directors of Weyerhaeuser and H. M. Kieckhefer and
R. H. Kieckhefer.

Shareholders

As of March 13, 1957 there were approximately 7,500 shareholders of Weyerhaeuser. No one person
holds of record or is known by Weyerhaeuser to own beneficially as much as 109, of Weyerhaeuser’s common
shares. Each director and executive officer is a beneficial holder of common shares and certain directors and
officers, together with members of their immediate families, are beneficial and record holders of a substantial
number of common shares.

Employees

As of December 31, 1956 Weyerhaeuser and subsidiaries had a total of approximately 14,500 employees.
Most of the plant employees are members of unions. During 1954 an industry-wide strike resulted in a 9 to 12
week shutdown of most of Weyerhaeuser’s logging, lumber and plywood operations. Weyerhaeuser believes
that its relations with its employees are generally satisfactory.

RIGHT TO ABANDON MERGER

The Memorandum of Agreement (Exhibit B) provides that the merger may be terminated and abandoned,
either before or after approval of the shareholders of one or more of the respective corporations has been
obtained:

(a) by mutual consent of the respective boards of directors of the corporations.

(b) by the Board of Directors of any one of the corporationsif,in the judgment of a majority of its direc-
tors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling from
the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto will be tax-
free as to the corporations and the stockholders who exchange.

(c¢) by the Board of Directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(i) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of share-
holders of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares
which they otherwise would have been entitled to receive pursuant to the terms of the merger;

(ii) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(iii) the failure of Kieckhefer or Eddy to perform any agreement thereunder;

(iv) the inaccuracy or untruth of any material representation and warranty made therein by
Kieckhefer or Eddy;

(v) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy and its subsidiary or subsidiaries; or

(vi) The failure for any reason by any other party under the Agreement of Purchase and Sale
mentioned above under ‘“Proposed Merger—Agreement Relating to Stock Purchases by Weyer-
haeuser” to sell his shares to Weyerhaeuser as provided therein or the failure of any other party
to render full performance of his obligations thereunder.

(d) by the Board of Directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of:

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;
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(ii) the failure of Weyerhaeuser to perform any agreement thereunder;
(iii) the inaccuracy or untruth of any material representation and warranty made therein by
Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.

If the merger shall not become effective or is terminated or abandoned, each corporation has agreed to
pay all of its own expenses incurred in connection with the proposed merger, the negotiations leading to the
merger and any preparations made for effectuating the merger.

CERTAIN TAX CONSEQUENCES OF THE MERGER

In the opinion of counsel for the respective companies, the merger will not, under present Federal tax law,
result in the realization of gain or loss by any of the three companies or by their stockholders who exchange or
by the stockholders of Weyerhaeuser who retain their shares.
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AUDITORS’ CERTIFICATE

We have examined the consolidated balance sheets as of December 31, 1956, and the related statements of
consolidated income and surplus for the three years then ended, of:

Weyerhaeuser Timber Company and subsidiaries
Kieckhefer Container Company and subsidiary
The Eddy Paper Corporation and subsidiaries

Our examinations were made in accordance with generally accepted auditing standards, and accordingly in-
cluded such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the accompanying consolidated balance sheets and related statements of consolidated in-
come and surplus present fairly the consolidated financial position of the respective companies as of December
31, 1956, and the consolidated results of their respective operations for the three years then ended, and all were
prepared in conformity with generally accepted accounting principles consistently applied by each company
during the periods under review.

We have also made similar examinations of the “Summaries of Consolidated Income” appearing else-
where herein; in our opinion, these summaries present fairly the consolidated results of operations of the respec-
tive companies for the five years ended December 31, 1956, and were prepared in accordance with generally
accepted accounting principles consistently applied by each company during the periods under review.

ArTHUR ANDERSEN & Co.
Chicago, Illinois,
February 23, 1957.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
CABN o vonss varen pvms s s Ve St Riy L S s s MR S WY S Rt & $ 17,286,382
Marketable securities at cost........ccoiiiiiiiiiiii i i 40,070,690
Receivables. . oon sas sann ns v s s Sins s Sa Hes s e S Aes e o $ 23,492,358
Less—Reserves for doubtful accounts. ............... ..., 363,328 23,129,030
Inventories (Note 3)—
Lumber and other finished products. . ............. ..., $ 11,168,428
TOgR, NG I ek Dt s i s vt R el s ST 10,375,361
O LG A BARTBITRIB . v v ine wrale spiad siminis blvkuy Sl ioiabis vipns o' st s.00ve b 1,932,952 23,476,741
oLl CULTONb ABROEE oo e v wiarin 330090 Scaie U WA S S0 FASE S $103,962,843
SuppLy INVENTORIES, PREPAID EXPENSES, ETC.!
Materials and supplies, at average cost............cooiiiiiiiiiiiiiin, $ 4,319,455
Miscellaneous prepayments and deferred charges. ...................... 2,745,252 7,064,707
InvesTMENTS, TAX REFUND CLAIMS, ETC.:
Investinents, abieosb: oo vomswns smms sems s S99 aws v o SEes LeEE SRE $ 2,362,998
Claims for refund of Federal income and excess profits taxes............. 3,899,860
Long-term receivables..........ouuiiiiiiiii i i 769,894 7,032,752

TiMBER AND TiMBERLANDS, ETc., AT MaRcH 1, 1913 values determined for
Federal income tax purposes and approved by the U. S. Treasury Depart-
ment, plus subsequent additions at cost (Notes4and 5)................ - 86,352,076

REAL EsTATE, PLANTS AND EQuipMENT, AT CosT (Notes 4 and 5):

TR < ¢ ir Savh Sies snles Sithmems i S48 seins i iaoh Mems Soms ks sini s $ 3,917,050
Buildings and improvements. . . .......iii ittt i i e 50,831,091
Machinery and equipment........ccociiiiiiiiiiiiiiiiiiiiniiineiiaas 189,726,099
Rail and bruelir0aidB. . o s s st v s swres e s e s 36,767,390
Unconipleted construebion: ... cowsvmn vices v saves imes seis s v 59 48,677,170
$329,918,800
Less—Reserves for depreciation and amortization. ..................... 130,349,345 199,569,455

$403,981,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

il
CURRENT LIABILITIES:
ACCOMNLE PAVADLO s wov,sivsinmmn, sasin aismes s s S Sl a0 58 & a5 iy $ 17,837,659
Accrued Habilities.. . ..o vvn et e 15,554,520
Provision for Federal income taXes. . ........oviiiinee i iinnnnnn $ 37,207,111
Less—U. S. Government securities.................................. 36,700,000 507,111
Total current liabilities.. ... ...ovvernnererreeiinnieivineeeeens $ 33,899,290

CAPITAL STOCK AND SURPLUS:

Capital stock, par value $7.50 per share, 25,000,000 shares authorized
AN ISFHE (NOTE'D) - 2o o mio weins mnsver s i fh o G0 B 0605 oiGimvs susions sinie msm amis mme $187,500,000

Increase in value of timber and timberlands resulting from March 1, 1913
revaluation—see accompanying statement. .......................... 24,982,760

Earned surplus (income retained in the business)—see accompanying state-
dlngy - L L s s o whowy sinles s sniais s 159,987,764

Treasury stock, 78,701 shares, at cost (Note 7).......covvvvinin.. (2,387,981) 370,082,543

$403,081,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME

For the Three Years Ended December 31, 1956

SALEs AND OTHER INCOME:
Gross sales, less discounts and allowances................

Other income (net)—

Proceeds from sale of timber and timberlands..........

Transportation and terminal revenues (net)............

Interest INCOTNO. . « sivs sivien sion e seras sratewisinn o4l o

Cash discounts received.................ccooivian..

Profit on sale of U.S. Government securities and
commercial paper (Note 8). ..........cooiiiiinn...

Miscellaneous income (net) . ..........ccoveevninann..

CosT oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, deple-
tion, amortization and taxes as shown separately below—
Cost of sales (Note 3).......ccvvriieiiineninennn..
Selling and shipping expense. ..............c.coov....
General and administrative expense.................

Depreciation, depletion and amortization (Notes 5 and 10)
Taxes other than taxes on income (Note 10).............

Provision for doubtful accounts. . ......................
Total cost of sales and expenses. ...............

ProvisioN ror TAXES oN INCOME:
Federal—mormal and surtax. . .........covviinnnnnn...

Year Ended December 31,

1964 1966 1966
$262,496,948 $316,732,545 $324,129,330
$ 1,368,421 $ 1,609,598 § 1,229,354

834,977 1,443,988 1,518,842

798,686 1,286,678 2,562,732

1,374,767 1,529,007 1,431,883
1,378,989 706,558 —_

815,435 1,126,256 661,886

$ 6,571,275 $ 7,702,085 $ 7,404,697

$269,068,223 $324,434,630 $331,534,027

$150,647,099 $185,424,628 $192,046,386
12,265,885 13,470,629 14,218,781
11,055,145 11,892,295 11,402,762
18,008,974 22,490,522 24,310,461
8,154,934 9,799,452 11,748,991
39,544 29,651 28,761
$209,261,581 $243,107,177 $253,756,142
$ 59,806,642 $ 81,327,453 $ 77,777,885

$ 23,700,000
596,287

$ 31,100,000
986,423

$ 25,600,000
731,282

$ 24,296,287

$ 32,086,423

$ 26,331,282

$ 35,510,355

$ 49,241,030

$ 51,446,603

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-

dated income.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

Year Ended December 31,
1954 1966 1956

EARNED SURPLUS (income retained in the business)

Balance at beginning of year............................. $120,784,292 $138,528,433 $132,677,686
Add:
Net income from statements of consolidated income. . . ... 35,510,355 49,241,030 51,446,603
Realization of March 1, 1913 increase in timber value, trans-
ferred to earned surplus (see statement below)........... 866,795 1,054,252 788,625

$157,161,442 $188,823,715 $184,912,914

Deduct:
Dividends paid ($.75 per share in 1954, and $1.00 per share
in 1955 and 1956 on shares outstanding after giving effect

to 4-for-1 split in 1955).. . .. cccviviiirnninnnennnnanss $ 18,633,009 $ 24,896,029 $ 24,925,150
Amount transferred to capital stock (approved by share-
holders on December 22, 1955) (Note 9)............... — 31,250,000 —
$ 18,633,009 $ 56,146,029 $ 24,925,150
Balance atiend oF Wenr: cue 1 s wois wenh sams sovd wes saam 1 $138,528,433 $132,677,686 $159,987,764

INCREASE IN VALUE OF TIMBER AND TIMBERLANDS
RESULTING FROM MARCH 1, 1913 REVALUATION

Balance at beginning of year.............ciiiiiiiiiian., $ 27,692,432 $ 26,825,637 $ 25,771,385

Deduct—Realization, through sales, of March 1, 1913 increase
in timber value, transferred to earned surplus (see statement
BHONE suis s s S S s RT TATta ek e i 866,795 1,054,252 788,625

Balance'at:end Of Jeam. /bt sl Sses wwnes sesie s ke sssses ae $ 26,825,637 $ 25,771,385 § 24,982,760

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-
dated surplus.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(1) ProrosEp MERGER OF KiECEHEFER CONTAINER CoMPANY AND THE Eppy PAPER CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis oF CONSOLIDATION:

The consolidated financial statements include the accounts of Weyerhaeuser Timber Company and all
wholly owned subsidiaries.

Intercompany accounts, sales and profits have been eliminated in consolidation.

Investments in subsidiaries consolidated at December 31, 1956 were carried on the books at $3,095,394
which was $5,786,935 less than the company’s equity in the underlying net assets of such subsidiaries.
This difference represents the company’s equity in undistributed earnings of such subsidiaries since
acquisition and has been included in consolidated earned surplus.

(3) VALUATION OF INVENTORIES:

Inventories of logs, lumber, plywood and pulp at December 31, 1956 ($16,266,104) were priced at cost,
determined on the basis of last-in, first-out. Other products and raw materials were priced at the lower
of average cost (determined on the basis of first-in, first-out) or market. These methods of pricing
were adopted as of January 1, 1941, and have been used consistently since that date. Inventories
used in determining cost of sales were as follows:

Amount
At December 31, 1953 . . . . ... ottt e $14,256,481
Al December 81, JODL: . c v s s i s, sovssamnis wisite. st 5 16,023,930
At Dacember 8L; 10D swun cawn ives waie sy S0 0aes sas Sy i 16,542,719
At Decernber 31, 1900 . o svivn siiin ovvs v v fems fess sk s 23,476,741

(4) TimBER, TIMBERLANDS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timber, timberlands, plant, property and equipment are carried do not purport
to represent replacement or realizable value.

(5) DEPRECIATION, AMORTIZATION AND DEPLETION PoLicy:

Depreciation of plants and equipment, including main line railroads, has been provided generally at
rates based upon the estimated service lives of the properties. Assets acquired prior to January 1,
1954 have been depreciated at straight line rates. Beginning that date capital investments in new
plants and equipment have been depreciated on the sum of the years’ digits or declining balance meth-
ods. Itisnot practicable to present all the rates used in computing the annual depreciation provisions;
the effective annual rates for the principal classes of properties during the period under review were
as follows:
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1954 1956 1956
Buildings and improvements—
Lumber mills. . ... .oovui i et 4.09%, 4.09, 4.19,
PulpimatlS, oo s wmson ssn st wesss s weims wes v s cis 3.0 3.4 3.5
Woods operations:. «..ovov s v s oy s s Sas Devs s i 5.8 7.7 Tl
Wholesale and retail yards.............ccoiiiinneininnnn... 2.8 3.2 3.2
Othel PIrODEItY . i o il s smoemmns oo Siis 5 Sisiae biit s s sis 3.2 4.4 4.0
Machinery and equipment—
Famber-maille: e e S R s ity ool iy i vkt e 4.3 5.8 6.0
Polpanilly. ', .2 coa v dits dunla sician woisls s sars = seie sumrase sobe s wy 5.6 6.6 6.9
Woods OPErationa oo Lo iT s s s v nai s Sams S s i 11.7 12.1 12.0
Wholegale aiid tetail wardBi: co b ins iais sase ped s wos wess vons 5.9 6.5 7.0
L0117 ol 03] 0751 i 1, 0 A 11.6 11.4 11.0

Amortization of logging railroads and truck roads has been determined on the basis of the estimated
quantity of timber to be hauled over these roads.

Depletion of timber has been charged to operating costs as timber has been harvested, or lost as the
result of fire, storm, insect infestation or other casualties. Depletion rates have been based on March
1, 1913 values plus subsequent additions at cost, related to the estimated total recoverable saw
timber. Realization, through sales, of March 1, 1913 increase in timber value is recognized currently
by a transfer of the applicable amount to earned surplus.

Maintenance and repairs, and minor replacements of property are charged to expense as the expenditures
are made, except that extraordinary major repairs which extend the life of the property are charged
to the reserve for depreciation. Betterments and replacements of major units of property are capi-
talized and the replaced items are retired. The cost of property sold or retired is removed from the
plant accounts, the accumulated depreciation thereon is removed from the depreciation reserve, and
the net gain or loss is carried to the income account.

(6) RETIREMENT PLANS:

The company and certain of its subsidiaries have established retirement plans for salaried and certain
hourly employees, the costs of which are being contributed in full by the companies. Under the terms
of the trust agreements, funds contributed by the companies to meet the purposes of the plans, to-
gether with the earnings thereon, are to be held, managed and invested by independent trustees.
The companies have reserved the right to amend or terminate the plans at any time. Past service
costs under these plans have been funded at December 31, 1956. Contributions to these plans during
the period under review, included in cost of sales and expenses, were as follows:

Current Past Service

TOBA, . v cons sien pns pawss sw e mowviss B8 wbns swns s yoiss $1,133,751  $ 68,375
L . ORI . e 2 1,183,519 973,762
it RSV VSR YAl T SR S il -, SO 1,238,037 138,972

The company has agreed to establish a retirement plan for hourly employees in the logging, lumber
and plywood operations. This plan is scheduled to become effective June 1, 1957 and is an extension
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of the noncontributory plan already applicable to other hourly rated employees. Past service cost is
estimated at $13,125,000 at the effective date of the plan. The cost for current service for the first
year of the plan will approximate $915,000.

(7) InceEnNTIVE STOCK OPTION PLAN:

On May 20, 1952 the Board of Directors adopted an incentive stock option plan under which plan, as
amended, employees of the company or its wholly owned subsidiaries could be granted options to
purchase not more than 300,000 shares (after adjustment for stock split—Note 9) of the capital stock
of the company. Any options granted under the plan become exercisable after one year of continued
employment following date of issuance and expire not later than ten years from date of issuance, or
earlier in the event of death or termination of employment. The option price may not be less than
959 of the fair market value of the shares on the date the option is granted.

Pursuant to the plan, options to purchase 190,236 shares of capital stock at $17.50 per share, 25,460
shares at $24.50 per share, 9,064 shares at $36.00 per share, and 19,620 shares at $40.00 per share
were granted to certain officers and employees on September 22, 1952, November 17, 1954, August
30, 1955, and June 13, 1956, respectively. All such options expire seven years from date of issuance,
or earlier in the event of death or termination of employment. One of the September 22, 1952 options
for 4,800 shares expired three months after termination of the optionee’s employment. Other informa-
tion pertaining to these options is summarized below:

Shares as to which options were outstanding at December 31, 1956:

at Grant Date at Grant Date
Da.téergﬁt;igns olg%?)l:::s Per Share Total Per Share Total
Sept. 22, 1952, .......... ... ..., 22,164 $17.50 $ 387,870 $17.50 $ 387,870
Nov: 175 1964 o sorein vis 2 i v & 16,733 24.50 409,958 24.50 409,958
Aug. 30,1955, ....... ... ... ... 9,064 36.00 326,304 36.00 326,304
Junie 13,1086 .0 i wmsmm stam & s 4 19,620 40.00 784,800 40.00 784,800
67,581 $1,908,932 $1,908,932

Shares as to which options became exercisable during the years 1954, 1955 and 1956:

Option Price at Quoted Value at
B First Exercisable Date First Exercisable Date
Date Options Number
Year Granted of Shares FPer Share Total Per Share Total
1955 Nov 17, 1954004 vae i 25,460 $24 .50 $ 623,770 $42.00 $1,069,320
1956 Aug. 30, 1955, ........... 9,064 36.00 326,304 40.00 362,560
34,524 $ 950,074 $1,431 ,880
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Shares as to which options were exercised during the years 1954, 1955 and 1956:

I())pt.ion Price at Quoted Value at

Dates Options Number ate of Exercise Date of Exercise

Year Granted of Shares Per Share Total Per Share Total
1954 Sept. 22, 1952............ 50,140 $17.50 $ 877,450 $23.54 $1,180,485
1955 Sept. 22, 1952............ 81,576 $17.50 $1,427,580 $33.67 $2,746,991
Nov: 17, 1954 cuas v s 3,912 24.50 95,844 42 .37 165,738
85,488 $1,523,424 82,912,729
1956 Sept. 22, 1952............ 31,556 $17.50 $ 552,230 $39.93 $1,260,170
Nov.17,1954............ 4,815 24.50 117,967 40.64 195,698
36,371 $ 670,197 $1,455,868
171,999 $3,071,071 $5,549,082

All of the options exercised have been satisfied by the issuance of treasury stock and of the 78,701 shares
held in the treasury at December 31, 1956, 67,581 are reserved for the options outstanding at that date.
The gain or loss on disposition of treasury stock is credited or charged to income as each option is exer-
cised, otherwise no charges have been made to income with respect to any of these options.

(8) SALE OF MARKETABLE SECURITIES:
The cost of marketable securities sold is determined on the basis of identified securities.

(9) CarrTAL STOCK:

Effective December 30, 1955 the company’s 6,250,000 shares of capital stock having a par value of $25
per share were changed into 25,000,000 shares each having a par value of $7.50. In this connection
$31,250,000 was transferred from earned surplus to the capital stock account, making the total capital
stock $187,500,000.

(10) SUPPLEMENTARY INCOME AcCOUNT INFORMATION:
Year Ended December 31,

1954 1956 1966
Charged directly to cost of sales and expenses:
Maintenance and repairs. . ........oviiiiniiininn.. $16,123,664 $19,444,173 $22,224,375
Depreciation, depletion and amortization............. 18,098,974 22,490,522 24,310,461
Taxes other than taxes on income—
Real estate and personal property................. $ 4,471,087 % 5,139,874 $ 5,253,086
Social BeCUrIEY . . v oo ittt i, 1,680,173 2,004,492 2,332,205
Franchise. .. ....cooiiriiiiii it 425,091 655,925 780,277
Miscellaneous. . ..o i i e 1,578,583 1,999,161 3,383,423
Tobal: FEE A S s g s v 5 s G T anie $ 8,154,934 $ 9,799,452 $11,748,991
Rentsand royalties. .o oloe oo s S stiowsas sl $ 547,823 $ 619,302 § 661,578
Charged to other income accounts:
Maintenance and repairs. . .........cciiiiiieiiiaa.. $ 1,083,463 $ 1,161,928 $ 1,258,186
Rentsand royalties................ccooiiiiiieo... 415,270 433,808 448,904

No management or service contract fees were paid.
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ASSETS
CURRENT ASSETS:
CBER: v om s v Ramts a7 YIEn o e Wb STaie%, TS SR era S aias Y v o $ 4,756,041
Notes receivable from The Eddy Paper Corporation, current portion....... 1,100,000
=TTy ) 3 $ 7,831,704
Less—Reserve for doubtful accounts and cash discounts................ 258,223 7,573,481
Inventories, at average cost or market, whichever lower (Note 3)—
Work in process and finished goods. ..............ci ... $ 2,114,285
BOILBLOCK. ..ot vimsnis ninih i bt kv mieivion wieiion Mosssicn dnmce Bhbiorn ikmsiusn, Roniion. mossmin migsd o 5,912,413
Rawmaterials. . . ......nii it it it i 1,937,066 9,963,764
Total current BEseta. ... o s s s v omn spe e sane sais s el 5 $ 23,393,286
SuppLy INVENTORIES, PREPATD EXPENSES, ETC.:
Materials and supplies, at average cost........ooviiiiiiiiiiiiiia... $ 1,187,503
Miscellaneous prepayments and deferred charges. ....................... 521,206 1,708,709
InvESTMENTS, ADVANCES, ETC.:
Investment, at cost—
The Eddy Paper Corporation—
Common stock, 26,090 shares (Note 1). . ...cvviiinninnnnrnnnnnnnnns $ 805,491
Notes receivable, due $1,100,000 annually to 1960 and $500,000 annually
thereafter, less current portion above............................. 5,800,000
Miscellaneous physical property, less reserves. ...........covviiinnnann. 1,403,285
(614721 S U o . SRR Sy LA S S 807,296 8,816,072
ConstrucTiON Funp, for improvement and expansion programs as authorized
by the Board of Directors (INote4) . ....ovvriveerrerinrinreeennnnnnnnnnn. 15,000,000
TiMBERLANDS AND TiMBER RigHTS, at cost (Notes5and 6)................. 12,134,835

PLANT, PROPERTY AND EQUIPMENT, at cost (Notes 5 and 6):

] 57775 BTN SN R S, O, VI [ SRS [ SOy O ROEIRS W ) (IS - $ 428,658
Buildings and improvements. .. ........ ...t i 17,120,141
Machinery and equipment, ete. ........ ..ottt 51,142,597
Unietmpleted consbruction:: bt o v o vivs visams swsvvis vk sess sevs a0 1,476,643
$70,168,039
Less—Reserve for depreciation and amortization. ....................... 27,256,549 42,911,490

$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated balance
sheet.
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LIABILITIES

CURRENT LIABILITIES:
Accounts payable....... ..o ittt e $ 1,936,179

Acerued Habilities. . « cowvics sums wossn sras s san wows saws sies s v v 1,470,077
Provision for Federal income taxes..........ccovvviiiiiinnnnnnnannnnnn.. $11,812,431
Eess—N.8. Treasury Notes. . ouwwp cows imspems seen onsmies dees Semy S5 11,812,431 —
Total current liabilities..........coviiiiiiiiiiiiineeinnnn $ 3,406,256

MivoriTY INTEREST IN CoMMON STOCK AND SURPLUS OF SUBSIDIARY ........ 7,051,903

CAPITAL STOCK AND SURPLUS:
Common stock, no par value—

Authorized 30,000 shares, outstanding 29,889 shares, stated at....... ... $5,977,800
Paid-in surplus—see accompanying statement...............cccoivunnnn.. 11,841,129
Earned surplus (income retained in the business)—see accompanying statement 75,687,304 93,506,233

$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.




KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

STATEMENTS OF CONSOLIDATED INCOME
For The Three Years Ended December 31, 1956

Year Ended December 31
1964 1956 1956
SaLEs AND OTHER INCOME:
Gross sales, less discounts and allowances (Note 8).......... $65,628,913 $78,212,044 $86,520,628
Other income (net)—
Dividends received on common stock of The Eddy Paper
COrpoLation: ; « vues swes sy ek e weme s SEvs B $ 313,080 $ 313,080 $ 365,260
Interest income (net).......covviiiriiiniiiirennnnnnn. 343,380 523,229 792,819
Cash discountsreceived. .........covviiiiiiiiiennnnnnn. 196,842 216,390 263,152
Net gain or (loss) on disposal of machinery and
equipment, etC.. . .. ... .t e (92,969) 134,271 138,197
Miscellaneous income (net) . ......covveinniininnnnnn. 147,123 63,216 (22,959)
$ 907,456 $ 1,250,186 $ 1,536,469
$66,536,369 $79,462,230 $88,057,097
CosT oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, depletion,
amortization and taxes as shown separately below—
Cost of sales (Note 3).......covrininiiiiiiiiaaeennn $43,503,932 $51,561,255 $58,685,285
SN R DONEaL-: i st e s s S B SR S d5es S 1,941,769 1,984,873 2,008,744
General and administrative expense.................... 1,182,857 1,037,207 1,124,585
Depreciation, depletion and amortization (Notes6and 9).. . ... 2,992,323 3,533,387 4,130,449
Taxes other than taxes on income (Note 9)................. 713,630 912,908 962,830
Total cost of sales and expenses................... $50,334,511 $59,029,630 $67,001,893
Income before taxes on income.................... $16,201,858 $20,432,600 $21,055,204
Provision ror TAxns oN INcoME:
Federal-—mormal and surtax..............ccooviiiinnenn... $ 8,560,000 $10,100,000 $10,540,000
BIADRL ¢ ¢ s van s s s 5 S T e S Fren e e R b 308,868 312,426 415,336
$ 8,868,868 $10,412,426 $10,955,336
Income before deducting minority interest.......... $ 7,332,990 $10,020,174 $10,099,868
MinoriTY INTEREST IN NET INCOME OF SUBSIDIARY............ — 312,678 412,422
INeb 0008 e s v s 3w va5e S8 ST 5 oy $ 7,332,990 $ 9,707,496 $ 9,687,446

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of

consolidated income.
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STATEMENTS OF CONSOLIDATED SURPLUS
For The Three Years Ended December 31, 1956

Year Ended December 31
1964 19565 1956
EARNED SURPLUS (income retained in the business)

Balance at beginning of Fear... ....ccuven sus cass cinwvas sann s $51,184,121 $57,809,447 $66,8006,861

Add—Net income from statements of consolidated income. .. ... 7,332,990 9,707,496 9,687,446
$58,517,111 $67,516,943 $76,494,307

Deduct—Cash dividends on common stock, $24 per share in 1954
and 1955 and $27 per sharein 1956........................ 707,664 710,082 807,003

Balanceatendof year.............. ... ... ... . ... ... ... $57,809,447 $66,806,861 §75,687,304

PAID-IN SURPLUS

Balance at begihning of Feardl bl e fuws sanise swss sas do $ 138,807 $10,812,004 $11,841,129

Add:
Excess of sales price of 403 shares of the Company’s common
stock sold to certain officers and employees over stated value
THEECOL s x e wovms e oo Eavsh ot Slvie i aitbie SO0 o SEm S h195 $ - $ 1,029,125 $ —
Excess of sales price of common stock (a 209 interest) of sub-
sidiary sold by the subsidiary over par value thereof, less
amount applicable to minority interest................... 10,673,197 — -

$10,673,197 § 1,029,125 § —

Balaneceab end 0f Youri. . cow sme sows snms s vons e g e s $10,812,004 $11,841,129 $11,841,129

Reference is made to the accompanying notes to finaneial statements which are an integral part of these statements of
consolidated surplus.
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(1) ProrosEp MERGER OF KIECKHEFER CONTAINER CoMPANY AND THE Eppy PAPER CORPORATION INTO
WEYERHAEUSER TiMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis or CONSOLIDATION:

The consolidated financial statements include the accounts of the Company and North Carolina Pulp
Company, an 809, owned subsidiary. On December 30, 1954, The Eddy Paper Corporation acquired
from the subsidiary 209 of its presently outstanding common stock. Prior to such date, the Company
owned all of the outstanding common stock of the subsidiary.

Intercompany accounts, sales and profits have been eliminated in consolidation.

The Company’s equity in the net assets of the subsidiary was $25,607,614 in excess of the Company’s
investment therein at December 31, 1956. Of this amount $14,934,417, representing undistributed
earnings since date of acquisition, has been included in earned surplus in the consolidated balance
sheet, and $10,673,197, representing the Company’s equity in paid-in surplus of the subsidiary, has
been reflected as paid-in surplus in that statement.

(3) INVENTORIES:

The opening and closing inventories used in determining cost of sales during the three years ended
December 31, 1956, were—

December 31—
11{2153; L S D $7,090,943
1954 cones snns s e e 8,166,859
968  coven v e pan e 8,021,711

1966° s sep i nnn s 9,963,764

(4) ConstrucTioN Funp:

Construction fund for improvement and expansion programs authorized by the Board of Directors
represents cash of $3,206,977 and U. S. Treasury Notes of $11,793,023.

(5) TmmeERLANDS, TiMBER RiGHTS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timberlands, timber rights, plant, property and equipment are carried do not
purport to represent replacement or realizable value.

(6) DEPRECIATION, AMORTIZATION AND DEPLETION PoLICY:

Depreciation of plant, property and equipment has been provided generally at rates based upon the
estimated service lives of the properties. Assets acquired prior to January 1, 1954, have been depre-
ciated at straight line rates and those acquired subsequent to that date on the sum of the years’
digits method. It is not practicable to present all of the individual rates used in computing the
annual depreciation provisions; the effective annual rates during the period under review for the
principal classes of properties were as follows—
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1964 1966 1966

Buildings and improvements—

B L e o e e e S e 4.3% 4.5%, 4.99%,

Milk carton plants............oiiiiiiiinnnnnannnn 2.6 3.0 3.3

Container plants. . ... iiiinnennn. 2.7 2.8 3.0
Machinery and equipment, etc.—

Pulp il iooision s soivis soiais smas e swivs aaamiei s 6.8 7.2 7.6

Milk carton plants. . .. ....ooviiiiiiiiiiiiia 9.0* 10.5* 9.7

Container plants. . ...........ccoiiiiiiriiiiinnnn. 6.6 7.1 7.1

|

*Excludes special provision for obsolescence of 3.9% and 2% in the years 1954 and 1955, respectively.

Depletion of timberlands and timber rights is computed on the basis of estimated total recoverable
timber at time of purchase without giving consideration to regrowth.

Maintenance and repairs and minor replacements of property are charged to expense as the expenditures
are made. Betterments and replacements of major units of property are capitalized and the replaced
items are retired. The cost of property sold or retired is removed from the asset accounts, the accu-
mulated depreciation thereon is removed from the depreciation reserve and the net gain or loss is
carried to the income account.

(7) RETIREMENT PLANS:

The Company and its subsidiary have established separate retirement plans for certain hourly employees,
effective August 1, 1956, and December 1, 1951, respectively. Both plans provide for regular contri-
butions, through payroll deductions, by the participating employees, with the balance of funds
needed to meet the purposes of the plans to be contributed by the companies. Under the terms of
trust agreements, all funds contributed under the plans, together with earnings thereon, are to be
held, managed and invested by independent trustees. The companies have reserved the right to
amend or terminate the plans at any time. The Company intends to fund past-service costs under
its plan over a ten-year period, commencing August 1, 1956, and estimated past-service costs of
$553,984 had not been funded at December 31, 1956. All past-service costs of the subsidiary’s plan
have been funded. Contributions to these plans during the period under review, included in cost of
sales and expenses, were as follows—

Past
Current Service
TOBE. . voive wrvmmn svsinimsarviamis wisssce ssosase $ 33,510 $ —
TOBB.., oo s, simsmmanerats o marines aats 38,366 —_
TO56 o s o wani sismen g st wess 61,301 24,086

$133,177  $24,086

(8) SALES OF THE SUBSIDIARY:

All of the sales of the Company’s subsidiary for the years ended December 31, 1954 and 1955, and the
three months ended March 31, 1956, were made to the Company under a cost-plus contract. Sub-
sequent to April 1, 1956, the subsidiary sold approximately 209, of its paperboard output on a similar
cost-plus basis to The Eddy Paper Corporation.




KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY
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(9) SUPPLEMENTARY INCOME AcCOUNT INFORMATION:
Year Ended December 31

1964 19566 1966
Charged directly to cost of sales and other income accounts—
Maintenance and repairs. .. ... ...l $2,815,770 $3,428,856 $4,358,352
Depreciation, depletion and amortization................ 2,992,323 3,533,387 4,130,449
Taxes other than taxes on income—
ReB] Satoite s oo mom e e v s & st W e 2 $ 188,982 $ 276,881 $ 285,382
Bocial SBCUIILY .« ias vieien wwws s & st 2o 25 5 sl SEEs 5 375,096 422,116 440,316
FrafiohiIse vosven sums. sabe 2000 Sivs San 0 e s o Sans Hath & 86,645 150,161 179,645
GIREE. Se o e e st e et e ln e et o Dl 62,907 63,750 57,487
$ 713,630 $ 912,908 $ 962,830
Management and service contract fees. . ................ None paid
BENta. oonivnv sen s s 5 aen e S5 95§ Bees COnE SE o Not significant
ROVEIGOHE - o - e i o) e o e s B e P BT B AT GRE s $ 333,155 $ 508,041 $ 588,846
Provision for doubtful accounts. . ...................... 160,021 41,237 35,613
Charged to plant, property and equipment—depreciation... ... — 7,382 7,491

(10) Prorir-SHARING PLAN:

Kieckhefer Container Company and its subsidiary have established a profit sharing plan for employees
and officers who are compensated on a monthly salary basis. Under the plan, all contributions are
made by the companies to a Trust which is administered by a committee. The companies have
reserved the right to amend or terminate the plan at any time; however, all contributions, together
with the earnings thereon, at the date the plan is terminated remain the interest of the participants
and do not revert back to the companies. Contributions during the period under review, charged
to income, were as follows:

11, AP el SNV . et PO b - Pt ML L $288,964
TR o s 5 v st ot o ot soncr it S s e et K 333,418

LOB6.. . v s sonis o wrmis o s wiss swsca soss el s Wik WSS % SO e S 367,613
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
CHEN 7 5 i s S B B ST S0 8 S et e T S SR e e e e $ 4,152,534
Marketable securities at Cosb.......cvvvrinriiiiriie ittt 1,800,000
ReCeivables. .. ..ottt i i i et et $ 3,234,224
Less—Reserves for doubtful accounts. ........ccvviiviiirinnnn.., 127,512 3,106,712
Inventories (Note 3)—
WOk IO PrOCERS: : souis s iieins v sieis 5o Sias Sisets sieres Seieis sreis s Herate s $ 1,244,738
Paperboard, waste paper and pulp........ovviiiiniiiiiiinniiiinnn., 3,072,990 4,317,728
Total cutrent As8etE. cuves vas v s svsseem s s S HEw Vet & $13,376,974
SuprpLY INVENTORIES AND PREPAID EXPENSES:
Supplies, at average Cost. . . ...ttt e i $ 555,080
Prepald eXPenses .. seas s sann sons e seie s i snne s et SR SE e 139,256 694,336
INVESTMENTS, ADVANCES, ETC.:
Investment in North Carolina Pulp Company (Note 4)................... $17,000,000
Investment in and advances to Ace Folding Box Corporation exclusive of
advances of $53,000 included in current assets (Note 5)........coovvunnns 820,655
OBHER 2 055 320 Gnaed vl i o d wa A SR s R s i, Seiu eivie masib e aaesss 246,423 18,067,078
PranT AND EQuipMENT (Notes 6 and 7):
Cost Reserves Net
DO it s o e R o A i BB R S e $ 137,047 § — $ 137,047
Bl o v s wss s wmoes wisie v waa & 8,085,663 3,108,360 4,977,303
Machinery and equipment, ete................ 14,353,780 7,600,000 6,753,780
$22,576,490 $10,708,360 $11,868,130 11,868,130
$44,006,518

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-

ance sheet.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

LIABILITIES

CURRENT LIABILITIES:
Current maturities of notes payable to Kieckhefer Container Company

(INGBEZ) ., .« o copnsinincsimnnst wipssiemass Bistssa breitons §¥sssrms winss sitebns ssods resss WEVELS Bra prase $ 1,100,000
ACCOMNLE PAYADIE . v sns svs svnn cmss srame s diie s s Soms Seiais ses REE EaeE £ 1,683,496
Accrued liabilities.. . . ..o i ittt i e i e 929,398
Provision for Federal income taXe8. .......oounrreeeenrneneneensnnnns $3,909,409

Less—U. S. Government Securities.........oovieiieeinerrnrneenonnrens 600,000 3,309,409

Total current liabilities........coveiieiiiiiiiii it iieerieeeenns $ 7,022,303

Notes PayABLE T0 KieckHEFER CONTAINER CoMmPANY, 3149, unsecured, due
$1,100,000 annually to 1960 and $500,000 annually thereafter, less current ma-
GIrities above (INOLE A) s sumrrvimemsmin siis v Cos soi §o0n Sows S daas 5,800,000

CAPITAL STOCK AND SURPLUS®

Capital stock, no par value, 200,000 shares authorized, 190,049 shares issued. $ 4,772,830

Paid-in surplus—see accompanying statement......................cuuan. 3,907,658

Earned surplus (income retained in the business)—see accompanying statement 22,703,095

Treasury stock, 8,634 shares, at cost. .........ciiiiiiiiiniiiniernnnnns (199,368) 31,184,215
$44 006,518

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME
For The Three Years Ended December 31, 1956

Year Ended December 31
1954 1955 1956
SaLes AND OTHER INCOME:
Gross sales, less discounts and allowances................... $43,481,628 $44,770,024 $45,949,920

Other income or (deductions) net—
Cash discounts received

INterest INCOME:. . s wwis vime e b eur sms Wi e e s s 95,117 29,150 108,725
Tniterent OXPONNS . savws s i s Do oo Mants WMo 46§ o (3,081) (104,715) (269,453)
Profit or (loss) on disposal of plant and equipment......... (5,869) 44,349 (7,266)

Miscellaneous income (net)

................................ $ 213,550 $ 219,049 $ 145,308

............................. 15,186 19,254 (15,944)

$ 314,903 $ 207,087 $ (38,630)

$43,796,531 $44,977,111 $45,911,290

Cost oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation and taxes
as shown separately below—

Cost of sales (Note 3) . .....oovriiniiiriee e $31,986,874 $32,843,432 $32,503,339
Selling and shipping expenses. . ...........c.coviuiennn. 2,824,926 2,723,965 2,823,306
General and administrative expenses................... 749,947 786,862 822,857
Depreciation (Notes 7and 10)...........cooiiiiiiiinn... 915,915 1,045,212 1,207,202
Taxes other than taxes on income (Note 10)................ 401,392 444,953 453,825
Provision for doubtful accounts. ............... ... . ..., 10,332 17,500 15,000
Total cost of sales and expenses. .................... $36,889,386 $37,861,924 $37,825,529

$ 6,907,145 $ 7,115,187 § 8,085,761

ProvisioN For Taxes ON INCOME:

Federal—mormal and surtax. .. ........... ..., $ 3,635,000 $ 3,619,000 $ 4,142,000
7 1< AP 80,000 81,000 78,000
$ 3,615,000 $ 3,700,000 % 4,220,000

Net InCome. . ..vvvi it iiie i iiiiienin e ennns $ 3,292,145 § 3,415,187 $ 3,865,761

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of con-

solidated income.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

EARNED SURPLUS (Income Retained in the Business)

Year Ended December 31
1954 1956 1966
Balance at beginning of year. . ......... ... ... ... .. ... ..... $18,792,746 $20,052,235 $21,376,766
Add—Net income from statements of consolidated income. .. ... 3,292,145 3,415,187 3,865,761
Deduct—Cash dividends paid ($12 per share in 1954 and 1955, and
$1d pershare I 19B66). . oo s sall sers dhe b s wdvriwin odas s (2,032,656) (2,090,656) (2,539,432)
Balanceatendof year........... ..ot $20,052,235 $21,376,766 $22,703,095

PAID-IN SURPLUS

The balance of paid-in surplus at January 1, 1954, was $1,484,450. In 1955, $2,423,208 was added, repre-
senting the excess of proceeds of sale over cost of 12,000 shares of treasury stock. The balance of paid-in sur-
plus at December 31, 1955 and 1956, was $3,907,658, as shown in the accompanying consolidated balance
sheet as of the latter date.

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of
consolidated surplus.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

‘3

(1) ProroseEp MERGER OF KIECKHEFER CoONTAINER ComMPANY AND THE Eppy PArErR CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of Di-
rectors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to stock
purchases by Weyerhaeuser.

(2) Basis or CONSOLIDATION:

The consolidated financial statements include, on a consistent basis, the accounts of The Eddy Paper
Corporation and both of its wholly owned subsidiaries.

Intercompany accounts, sales and profits have been eliminated in consolidation.

At December 31, 1956, the net assets of the wholly owned subsidiaries were $4,244,014 in excess of
Eddy’s investment therein. Of this excess, $4,133,223 representing accumulated earnings of the sub-
sidiaries since acquisition is included in consolidated earned surplus, and $110,791 representing excess
of net assets of a subsidiary at date of acquisition over stated value of parent’s stock issued therefor
is included in consolidated paid-in surplus.

(3) VALuUATION OF INVENTORIES:
The work-in-process inventories were priced at average cost or market, whichever was lower.

The inventories of paperboard, waste paper and pulp were priced at last-in, first-out cost, which was not
in excess of market.

Inventories used in determining consolidated cost of goods sold were as follows:

December 31
1953 1964 1966 1956
Work in process.......covvvivnierrinaeennns $ 833,388 $1,067,670 $ 922,349 $1,244,738
Paperboard, waste paper and pulp............ 3,146,813 3,059,736 3,192,615 3,072,990

$3,980,201 $4,127,406 $4,114,964 $4,317,728

(4) InvestMENT IN NorTH CAroLINA Purp COMPANY:

The investment in 209, of the capital stock of North Carolina Pulp Company, a subsidiary of Kieckhefer
Container Company, was made in 1954 and was based on estimated replacement costs of the increased
capacity needed to supply additional paperboard under a long-term contract to The Eddy Paper
Corporation. These estimated costs are substantially greater than the underlying book values of
North Carolina Pulp Company, which are reflected on its books on a historical cost basis. The equity
of the Company and its subsidiaries in the net income of North Carolina Pulp Company was $412,422
in 1956 and $312,678 in 1955. The company had no equity in the net income of North Carolina Pulp
Company in 1954. No dividends have been received from that company.

In connection with the purchase of this investment, the Company borrowed from Kieckhefer Container
Company on unsecured notes payable.

(5) InvestMENT IN AcE FoLping Box CORPORATION:

Eddy’s investment in Ace Folding Box Corporation represents a 509, equity in the voting stock of that
company. No separate financial statements are submitted for it because Eddy’s investment therein is




THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

not significant in respect of the assets represented or the sales or the net profit or loss of the Ace Folding
Box Corporation.

(6) PranT AND EQUIPMENT:

The amounts at which plant and equipment are carried do not purport to represent replacement or
realizable values.

(7) DEPRECIATION AND AMORTIZATION PoLICY:

Depreciation of plant and equipment has been provided generally at rates based upon the estimated serv-
ice lives of the properties. Assets acquired prior to January 1, 1954, have been depreciated at straight
line rates. Additions since that date have been depreciated on the declining balance method. It is not
practicable to present all the rates used by the Company and subsidiaries in computing the annual de-
preciation provisions; the effective annual rates for the principal classes of properties during the period
under review were as follows:

1954 19556 1956
Buildings—
PAPEE TN . o 1o sivinie oomom s missns mintasn wimioe: siae siasmis o obomreies aiesee sis 3.09% 3.19, 4.7%
(1171771 R S S S = OO e W 3.7 4.0 4.1
Machinery, equipment, etc.—
PaperTnill..... . 2205 eimin sinisin simomin sopsnimimnin siossi simimoeinin smeis wamn von 8.1 8.0 8.5
1017 AP SR 9.1 9.8 9.8

Maintenance and repairs are charged to costs as incurred. The costs of renewals and betterments of major
units of plant and equipment are capitalized when incurred. When assets are sold or retired, the cost
and accumulated depreciation are removed from the plant and equipment and related reserve accounts,
and the net gain or loss is credited or charged to income.

(8) ProFIT-SHARING PLAN:

The Eddy Paper Corporation and The Rochester Folding Box Co., a subsidiary, have established a prof-
it-sharing plan for employees and officers who are compensated on a monthly salary basis. Under the
plan, all contributions are made by the companies to a Trust which is administered by a committee.
The companies have reserved the right to amend or terminate the plan at any time; however, all con-
tributions, together with the earnings thereon, at the date the plan is terminated remain the interest
of the participants and do not revert back to the companies. Contributions during the period under
review, charged to income, were as follows:

L e e I ool Lt R $197,939
BB oo e i ) P SR e A R 212,868

L Ty 219,277
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(9) RETIREMENT PLANS:

Gereke-Allen Carton Company, a subsidiary, has established a pension trust for all regular employees.
All contributions are made by the Company to pay full annual premiums for annuity and /or insurance
contracts which underwrite the pensions. The Company has reserved the right to amend or terminate
the plan at any time. There is no past-service liability under the plan. Contributions during the
period under review, charged to income, were as follows:

TOBL . sviocns wovwmsmens sismrs svsagmsenns snne wsswn assae $15,028
B0 viopues s vare v s e S s SALE EEEE 5 19,367
T80 2 ovn o5 Gaem ST v IR s L 3 23,258

In 1956, The Eddy Paper Corporation executed a collective bargaining agreement covering hourly rated
employees at its three plants in the State of Michigan which provides, among other things, for the pay-
ment of specified pensions and other benefits to employees who retire during the term of the agreement
which expires in 1958. There is no requirement for funding amounts due under the plan and the Com-
pany has not set aside funds for past and future service costs. The liability to retired employees at
December 31, 1956, was recorded at that date. Provisions of $268,642 were charged to income in 1956.
The Company has not provided for the active employees’ past service costs, which under the plan, if
continued, were estimated to be approximately $800,000 at December 31, 1956.

(10) SupPLEMENTARY INCOME ACCOUNT INFORMATION:

Year Ended December 31
1954 1965 1956
Charged directly to cost of sales and expenses—
Maintenance and repairs. .. ...t e $971,603 $ 859,241 §$ 948,238
| BTy o311 571 o) RN, AT SO SOPC N O NNAN NSO wi OOl | 11 v A 915,915 1,045,212 1,207,202
Taxes other than taxes on income—
Real estate and personal property. ......................... $205,863 $ 234,164 $ 233,199
Social SeCUTItY . o v vttt e e 177,540 172,377 188,875
Other. . o e 17,989 38,412 31,751
$401,392 § 444,953 $§ 453,825
| 20 A W N S O $91,600 $ 70,304 § 88,852
Charged to other income or (deductions) accounts—
DD EDTECIBEION, . viev.ein wnimroambbori orelh onsuun e eabcendieh ol SLaES B Simss o il “huie $ 23,664 $ 65,186 $ 60,151
Taxes other than taxes on income—
Real estate and personal property. ...........c.o i, $ 6,884 § 28,198 $§ 30,603
Bocial seeulity ... .« % Vans s mams el adns ol s S B Vo 2,038 789 730

$ 8,922 % 28,987 § 31,333




WEYERHAEUSER TIMBER COMPANY

UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

(After giving effect to the proposed merger with Kieckhefer Container Company and The Eddy
Paper Corporation, as outlined in the attached Joint Agreement and Plan of Merger (Exhibit A), and
to the proposed purchase of common shares listed in the table on page 3.)

(000 Omitted)

ASSETS
Current assets—
@ashit silionl cont s olvnn valvea T donna s s s dl Bt b e ek $ 26,382
Marketable securities at Cost. ... ..ot vt it e e e e e 21,033
Receivables, 1688 TeSeIVe . ... ...ttt et e 32,107
1FTE 20 i (L) ST TR S SN s, EISYLITY Sl HEE S BTSN P ST SRR 37,377
Total current assetas - ¢ L0 veibh sums i o s Bome oo Soin o i P $116,899
Supply inventories, prepaid expenses, tC. .. ...ttt 9,468
Tax refund claims, other receivables, ete. .. ....covvviiiiiiiiii i 10,310
Construction fund (cash and U. S. Treasury notes) . .. .........ccvvrmernrrnennenn.. 15,000
Timbergand. I DerlanelEs. O .8 il i 5 s s bl s wie Sral-same Des Hems i 98,487
Real estate, plants and equipment at cost. .. .......coiiiiiiiiiiii i $422,663
Less—Reserves for depreciation and amortization................cvvvernnnn. ... 168,314 254,349
$504,513
LIABILITIES
Current liabilities—
AGOUDES PATADIE 5058 & Thnts snls s o s svim Saihy S 45 Sy R85 S nE ST 8 W S $ 20,268
Acerved HabiThieE s s b o boin um T s oo i s s A e s s b 17,872
Provision for Federal Income taXes. . .. ...oviiitineriie i iiiieineneneennnns $ 52,929
Less—U. S. Government securities segregated therefor. ....................... 49,112 3,817
Total current HabiBIes cvan vaes vaes s e sam s sy s 5% ¥ 650 S0 $ 41,957
Capital stock and surplus—
Capital stock, issued 30,398,004, par value $7.50 pershare....................... $227,985
Increase in value of timber and timberlands resulting from March 1, 1913, revaluation 24,982
Earned surplus (income retained in the business)...................ccoviiio... 211,977
Treasury stock at cost, 78,701 shares (67,581 shares reserved for stock options)....... (2,388)
Total shareholders’ Interest. . oo vois v comn s vimssins s sase o sus o $462,556
$504,513
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RIGHTS OF OBJECTING SHAREHOLDERS

Any shareholder of Weyerhaeuser who objects to the merger may obtain payment of the value of his
shares in lieu of participating in the merger, provided he complies with the requirements of the applicable
provisions of the Uniform Business Corporation Act of Washington, R.C.W. 23.16.140 and 23.16.160. Such
shareholder must file with Weyerhaeuser his written objection to the merger demanding payment for his
shares within twenty days after Weyerhaeuser has mailed to him the notice of meeting accompanying this
statement, and his shares must not be voted in favor of the merger. If, within thirty days after the
effective date of the merger, Weyerhaeuser and the shareholder cannot agree upon the value of his shares
at the time the merger was approved by the shareholders, either may petition the Superior Court of Pierce
County, Washington within four months thereafter for the appointment of an appraiser to determine the
value of all shares owned by objecting shareholders. An objecting shareholder will also receive six percent
interest on the value of his shares from the date the merger was approved by the shareholders until payment.

A vote against the merger or a direction in a proxy to vote against the merger will not, in the opinion
of counsel, constitute the objection in writing required by the statute.

Any objecting shareholders of Kieckhefer and Eddy will have rights of appraisal and payment by Weyer-
haeuser for their shares under Delaware and Illinois statutes, respectively.

Weyerhaeuser shares for which a proxy in the accompanying form is properly signed and returned will be
voted in accordance with any choice specified therein and where no choice is specified will be voted in favor of
the merger (including the amendments of the Articles of Incorporation and By-Laws of Weyerhaeuser provided
for in the Joint Agreement and Plan of Merger), unless the merger shall have been abandoned before the meets
ing. The management is not aware of any other matters that will come before the meeting. If any other matter-
should be presented, the proxies will be voted as to such matters in the discretion of the person or persons
voting them.

Officers, directors and regular employees of Weyerhaeuser may solicit proxies from its stockholders by

telephone, telegraph and personal interviews as well as by mail and Weyerhaeuser will bear the cost of such
solicitation.

By order of the Board of Directors

Georgkt S. Long, Jr.,
Secretary

Dated: March 22, 1957
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EXHIBIT A

JOINT AGREEMENT AND PLAN OF MERGER
OF
KIECKHEFER CONTAINER COMPANY
AND
THE EDDY PAPER CORPORATION
WITH AND INTO
WEYERHAEUSER TIMBER COMPANY

WEYERHAEUSER TIMBER COMPANY

continuing as the surviving corporation

JOINT AGREEMENT AND PLAN OF MERGER entered into this 20th day of March, 1957 (here-
inafter called “this agreement’’), by and between WEYERHAEUSER TIMBER COMPANY, a corporation
of the State of Washington (hereinafter sometimes called “Weyerhaeuser’’), KIECKHEFER CONTAINER
COMPANY, a corporation of the State of Delaware (hereinafter sometimes called “Kieckhefer’’), and THE
EDDY PAPER CORPORATION, a corporation of the State of Illinois (hereinafter sometimes called “Eddy’’),
and their respective boards of directors (which three corporations are hereinafter sometimes called the ““con-
stituent corporations”),

WITNESSETH:

The authorized shares of Weyerhaeuser consist of 25,000,000 common shares of the par value of $7.50
each, of which, at the date hereof, 24,932,072 shares were outstanding and 67,928 shares were held in the
treasury of Weyerhaeuser.

The authorized shares of Kieckhefer consist of 30,000 shares of common stock without par value, of which
29,889 shares were outstanding at the date hereof.

The authorized shares of Eddy consist of 200,000 shares of common stock without par value, of which
181,415 shares were outstanding at the date hereof, including 26,090 shares held by Kieckhefer, and 8,634
shares were held in the treasury of Eddy.

Kieckhefer and Eddy respectively have authority to carry on businesses for the conduct of which a corpo-
ration might be organized under the Uniform Business Corporation Act of the State of Washington.

The constituent corporations and their respective boards of directors deem it to be advisable and for the
best interests of each of said corporations and its shareholders that Kieckhefer and Eddy be merged with and
into Weyerhaeuser as authorized by and pursuant to the respective laws of the States of Delaware, Illinois and
Washington (said merger being hereinafter referred to as ‘‘the merger”).

Now, THEREFORE, in consideration of the premises and the mutual agreements and provisions herein con-
tained, and in order to prescribe the terms and conditions of the merger, the mode of carrying the same into
effect and the manner and basis of converting or otherwise dealing with the shares of each of the constituent
corporations, and to state such other provisions with respect to the merger as are deemed necessary or desirable,
the parties hereto AGREE as follows:
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ARTICLE ONE

Kieckhefer Container Company and The Eddy Paper Corporation shall be merged with and into Weyer-
haeuser Timber Company to form a single corporation on the effective date of the merger as hereinafter defined.
Weyerhaeuser Timber Company shall continue in existence as the corporation surviving the merger and as such
is hereinafter sometimes called the ‘“surviving corporation.” The name of the surviving corporation shall con-
tinue to be

“WEYERHAEUSER TIMBER COMPANY"”

and it shall continue to be governed by the laws of the State of Washington.

ARTICLE TWO

The articles of incorporation of Weyerhaeuser as heretofore amended shall upon the effective date of the
merger be and they hereby are further amended as follows: (1) Article ITI shall be changed to increase the
number of authorized shares from 25,000,000 to 31,000,000 and to add the last four paragraphs of said article
as they appear below; and (2) Article IT shall be changed to add the following: “to purchase, hold, sell and
transfer its own shares”. Said articles of incorporation as so amended shall read as follows:

ARTICLE 1.
The name of this corporation shall be “Weyerhaeuser Timber Company.”

ARTICLE II.

The object for which this corporation is formed is and shall be dealing in lands, timber, and all the
products of timber, and buying and selling the same; carrying on and conducting a general logging, lumber-
ing and manufacturing business; erecting, buying and selling saw mills, shingle mills, planing mills, and all
other mills and factories; establishing, operating, buying and selling lumber yards; clearing out and im-
provement of rivers and streams in the State of Washington; driving, catching, booming, sorting, rafting,
brailing, towing, holding and delivering logs, lumber and other timber products; constructing, operating
and maintaining telegraphs and telephones in the State of Washington; building, operating, buying and
selling ships, barges, steamboats and other water craft; manufacturing, mining, milling, wharfing and
docking; mechanical, mercantile, improvement and building purposes; building, equipping and running
railroads; building, equipping and managing water flumes for the transportation of wood and lumber; con-
structing canals and irrigating canals; to purchase, subseribe for, deal in and hold the stock of other corpo-
rations to such an extent as hereafter may be permitted or allowed by the laws of the State of Washington,
or of any other state in which said corporation may do business; to purchase, hold, sell, and transfer its
own shares; and to mortgage, bond, or incumber any or all of its property, real and personal, to such sums
and amounts, and at such times and upon such terms as the corporation may find necessary or deem expe-
dient; acquiring, owning and operating mines, mills and reduction works, and mining and milling gold and
silver and other minerals; and carrying on every other species of trade and business, except banking and
building associations.

ARTICLE III.

The authorized number of shares of this corporation shall be 31,000,000 shares having a par value
of $7.50 per share.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in property, tangible or intangible, real or personal, the fair valuation
of which to the corporation shall be not less than the aggregate par value of shares issued therefor, as the
Board of Directors shall determine, without any further action on the part of the shareholders of this
corporation. The value placed upon such consideration by the Board of Directors shall be conclusive.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in eash or necessary services actually rendered to the corporation as
the shareholders shall determine at any annual or special meeting duly called and held for that purpose or
as the Board of Directors shall determine acting under authority hereafter conferred by the shareholders.
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Each share so issued for which the full consideration fixed as aforesaid shall have been paid or de-
livered shall be fully paid and non-assessable, and the holder of such share shall not be liable for any
further payments therefor.

The Board of Directors may from time to time authorize the issuance of shares of this corporation,
whether now or hereafter authorized, in consideration of property, tangible or intangible, real or personal,
without first offering such shares to the shareholders of this corporation.

ARTICLE 1V.
The time of the existence of this corporation shall be perpetual.

ARTICLE V.

The number of directors of this corporation shall be the number designated by the By-Laws, not
less than nine (9) and not more than fifteen (15).

ARTICLE VI.

The principal place of business of this corporation shall be located in the City of Tacoma, County of
Pierce in the State of Washington.

The articles of incorporation of Weyerhaeuser, as so amended, shall continue to be the articles of incorporation
of the surviving corporation, until further amended as provided by law, and the surviving corporation reserves
the right to effect further amendments thereof in the manner now or hereafter prescribed by the laws of the
State of Washington.
ARTICLE THREE
The by-laws of Weyerhaeuser in effect immediately prior to the effective date of the merger shall contin-
ue in effect as the by-laws of the surviving corporation, unless and until amended or repealed in the manner
provided by law and said by-laws, except that Article III, Section 1 of said by-laws shall upon the effective
date of the merger be and it hereby is amended to increase the number of directors from thirteen (13) to
fifteen (15).
ARTICLE FOUR
Initially the board of directors of the surviving corporation shall consist of the persons who are direc-
tors of Weyerhaeuser immediately prior to the effective date of the merger and Herbert M. Kieckhefer and
Robert H. Kieckhefer; and they shall hold office until the annual meeting of shareholders next succeeding
the effective date of the merger or until the election and qualification of their respective successors.

ARTICLE FIVE
The manner and basis of converting or otherwise dealing with the shares of each of the constituent cor-
porations are as follows:

(a) Each share of Weyerhaeuser which is issued and outstanding or in the treasury of Weyerhaeuser
immediately prior to the effective date of the merger (except shares, if any, then held by either of the
other constituent corporations) shall continue to be one fully paid and non-assessable share of the par
value of $7.50 of the surviving corporation.

(b) Each share of common stock of Kieckhefer which is issued and outstanding immediately prior
to the effective date of the merger (except shares, if any, then held by either of the other constituent
corporations), and all rights in respect thereof, shall be converted, by virtue of the merger and on the
effective date thereof and without any action on the part of the holder thereof, into 148 fully paid and
non-assessable shares of the par value of $7.50 each of the surviving corporation.

(¢) Each share of common stock of Eddy which is issued and outstanding immediately prior to the
effective date of the merger (except shares, if any, then held by either of the other constituent corpora-
tions), and all rights in respect thereof, shall be converted, by virtue of the merger and on the effective
date thereof and without any action on the part of the holder thereof, into ten fully paid and non-
assessable shares of the par value of $7.50 each of the surviving corporation.
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(d) On the effective date of the merger each share of common stock of Kieckhefer or of Eddy
which is held in the treasury of such corporation immediately prior to such effective date and each
share of any one of the constituent corporations which is held immediately prior to such effective date
by either of the other constituent corporations shall be cancelled and retired, and no shares of the sur-
viving corporation shall be issued in respect thereof.

(e) After the effective date of the merger the holders of certificates representing shares of Kieck-
hefer or Eddy which shall have been converted as aforesaid, except holders who shall have objected to
the merger and demanded the fair value of their shares as provided by law, shall be entitled to receive,
against the surrender of their certificates for exchange and in full satisfaction of all rights evidenced there-
by, certificates representing the number of shares of the par value of $7.50 each of the surviving corpora-
tion into which the shares evidenced by the surrendered certificates shall have been converted as afore-
said. Until so surrendered, each certificate representing shares of common stock of Kieckhefer or Eddy
which shall have been converted into shares of the surviving corporation shall be deemed for all corporate
purposes to evidence ownership of the number of shares of the surviving corporation into which the same
shall have been converted as set forth above; provided, however, that until the holder of such certificate
shall have surrendered the same for exchange as aforesaid, no dividend payable to holders of record of
shares of the surviving corporation as of any date subsequent to the effective date of the merger shall
be paid to such holder with respect to the shares of the surviving corporation represented by such cer-
tificate, but upon surrender of such certificate for exchange as aforesaid there shall be paid to the person
in whose name a certificate or certificates for shares of the surviving corporation are issued therefor the
amount of dividends which shall have theretofore become payable with respect to the number of shares
of the surviving corporation represented by the certificate or certificates so issued.

ARTICLE SIX
On the effective date of the merger,

(a) the constituent corporations shall become one corporation, which shall be Weyerhaeuser Timber
Company, the surviving corporation, and the separate existence of Kieckhefer and Eddy shall cease,
except in so far as continued by statute;

(b) the surviving corporation shall thereupon and thereafter possess all the rights, privileges, im-
munities, powers and franchises, as well of a public as of a private nature, of each of the constituent corpora-
tions; and all property, real, personal and mixed, of each of the constituent corporations, and all debts
due on whatever account to any of them, including subscriptions, if any, for shares, and all other things
in action belonging to any of the constituent corporations shall be taken and be deemed to be transferred
to and vested in, or shall continue to be vested in, the surviving corporation, without further act or deed,
and shall be thereafter as effectually the property of the surviving corporation as they were of the con-
stituent corporations, respectively; and the title to any real estate, or any interest therein, vested in any
of the constituent corporations, shall not revert or be in any way impaired by reason of the merger;

(c¢) the surviving corporation shall thenceforth be responsible for all the liabilities and obligations
of each of the constituent corporations in the same manner as if the surviving corporation had itself
incurred such liabilities and obligations, but the liabilities of the constituent corporations or of their share-
holders, directors or officers shall not be affected, nor shall the rights of the creditors thereof, or of any
person dealing with any of the constituent corporations, or any liens upon the property thereof (Jimited
in lien to the property subject thereto immediately prior to the effective date of the merger) be impaired
by the merger, and any claim existing or action or proceeding pending by or against any of the constituent
corporations may be prosecuted to judgment as if the merger had not taken place, or the surviving cor-
poration may be proceeded against or substituted in its place, all as provided in the respective laws of the
States of Washington, Delaware and Illinois.
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Kieckhefer and Eddy each agrees that if at any time the surviving corporation shall consider that any
further assignments or assurances are necessary or desirable to vest or confirm the vesting in the surviving
corporation of title to any property, rights, privileges or franchises of either Kieckhefer or Eddy, it will execute
and deliver all such deeds and other instruments and will take all such other action as the surviving corporation
may request for such purpose and otherwise to carry out the intent and purposes of the merger.

ARTICLE SEVEN
On the effective date of the merger,

(a) the assets and liabilities of Kieckhefer and Eddy shall be taken up on the books of the surviving
corporation at the amounts at which they shall be carried at that time on the books of those companies,
subject to such adjustments or eliminations as may be made in accordance with generally accepted account-
ing prineiples;

(b) the earned surplus and capital surplus of the surviving corporation shall be the sums of the earned
surpluses and capital surpluses, respectively, of the constituent corporations on such date, subject in each
case to such charges, adjustments and eliminations as may be made in accordance with the following sub-
paragraph (¢) or in accordance with generally accepted accounting principles; and

(c) the stated capital of the surviving corporation shall be the sum of the par value of all shares of its
common stock then issued, and the amount by which such stated capital shall exceed the aggregate stated
capital of the constituent corporations immediately prior to the effective date of the merger shall be
charged to the capital surplus of the surviving corporation and, to the extent that such capital surplus is
not adequate for the purpose, to the earned surplus of the surviving corporation.

ARTICLE EIGHT

1. The surviving corporation hereby agrees that it may be served with process in the State of Delaware in
any proceeding for enforcement of any obligation of Kieckhefer or in any proceeding for the enforcement of any
obligation of the surviving corporation arising from the merger, including any proceeding to enforce the right of
any stockholder of Kieckhefer as determined in appraisal proceedings pursuant to the provisions of Section 262
of the General Corporation Law of the State of Delaware, and hereby irrevocably appoints the Secretary of
State of the State of Delaware as its agent to accept service of process in any such proceeding. The address to
which a copy of such process shall be mailed by said Secretary of State is Weyerhaeuser Timber Company,
Tacoma 1, Washington.

2. The surviving corporation hereby agrees that it may be served with process in the State of Illinois in any
proceeding for the enforcement of any obligation of Eddy and in any proceeding for the enforcement of the rights
of a dissenting shareholder of Eddy against the surviving corporation, and hereby irrevocably appoints the
Secretary of State of the State of Illinois as the agent of the surviving corporation to accept service of process in
any such proceeding,.

3. The surviving corporation hereby further agrees that it will promptly pay to the dissenting shareholders,
if any, of Kieckhefer and Eddy, respectively, the amounts to which they shall be entitled under the provisions
of the General Corporation Law of the State of Delaware in the case of shareholders of Kieckhefer or under the
provisions of The Business Corporation Act of the State of Illinois in the case of shareholders of Eddy.

ARTICLE NINE

This agreement shall be submitted to the shareholders of each of the constituent corporations at meetings
separately called for the purpose, and the merger shall become effective upon the approval of this agreement and
the merger herein provided for by the requisite vote of the shareholders of each of said corporations and the
execution, filing, issuance, and recording of such documents as may be required under the respective laws of the
States of Delaware, Illinois and Washington. The term ‘“‘effective date of the merger,” as used in this agree-
ment, means the point of time at which the last act required to make the merger effective under the respective
laws of said states shall have been performed.
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ARTICLE TEN

Anything herein or elsewhere to the contrary notwithstanding, this agreement and the merger herein pro-
vided for may be terminated and abandoned at any time before it becomes effective as provided in Article
Nine, without action by shareholders of any constituent corporation, (a) by mutual consent of the boards of
directors of all of the constituent corporations or (b) by action of the board of directors of any one of the
constituent corporations taken in accordance with any agreement between the constituent corporations in
existence at the time of such action.

ARTICLE ELEVEN

For the convenience of the parties and to facilitate the filing and recording of this agreement, any number of
counterparts may be executed, and each such executed counterpart shall be deemed to be an original instrument.

In Witness WHEREOF, the undersigned directors, being a majority of the board of directors of each of the
constituent corporations and having voted in favor of entering into the foregoing merger agreement at directors’
meetings of the respective constituent corporations duly called and regularly held for that purpose, have signed
their names hereto and have caused the respective corporate seals of the constituent corporations to be affixed
hereto, on the 20th day of March, 1957.

Constituting a majority of the board of directors of Weyerhaeuser Timber Company

[CorPORATE SEAL]
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Constituting a majority of the board of directors of Kieckhefer Container Company

[CorrPORATE SEAL]

Constituting a majority of the board of directors of The Eddy Paper Corporation

[CorPORATE SEAL]
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I, GeoraE S. LoNg, Jr., Secretary of WEYERHAEUSER TIMBER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly submitted
to the shareholders of WeYERHAEUSER TiMBER COMPANY at a special meeting of said shareholders called
separately by the board of directors for the purpose of considering and taking action upon said Joint Agreement
and Plan of Merger, which meeting was regularly held on the 22nd day of April, 1957, pursuant to notice duly
given to each shareholder as provided in the by-laws and the laws of the State of Washington, and the holders
of more than two-thirds of the total issued and outstanding shares of said corporation being duly represented
thereat, a vote was taken for the adoption or rejection of said Joint Agreement and Plan of Merger, and the
holders of more than two-thirds of the voting power of all shareholders of said corporation voted in favor of
the adoption of said Joint Agreement and Plan of Merger.

IN Wirness WHEREOF, 1 have hereunto set my hand as Secretary and affixed the corporate seal of
WeyYERHAEUSER TiMBER CoMpANY this day of April, 1957.

{CorrPoRATE SEAL] Secretary of WEYERHAEUSER TiMBER COMPANY

I, W. F. KieckHEFER, Secretary of KieckHEFER CONTAINER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly sub-
mitted to the shareholders of KieckHEFER CoNTAINER COMPANY at a special meeting of said shareholders
called separately by the board of directors for the purpose of considering and taking action upon said Joint
Agreement and Plan of Merger, which meeting was regularly held on the 24th day of April, 1957, pursuant
to notice duly given to each shareholder, and the holders of more than two-thirds of the total issued and out-
standing shares of said corporation being duly represented thereat, a vote was taken by ballot for the adoption
or rejection of said Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the total
number of shares of its stock (being more than two-thirds of the voting power of all shareholders of said cor-
poration) voted by ballot in favor of the adoption of said Joint Agreement and Plan of Merger.

INn Witness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of Kinck-
HEFER CONTAINER COMPANY this day of April, 1957.

[CORPORATE SEAL] Secretary of KIECKHEFER CONTAINER COMPANY
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I, R. C. MEIER, Secretary of THE Eppy PAPER CORPORATION, hereby certify as such Secretary and under
the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having been first
duly signed by a majority of the directors of each of the constituent corporations, was duly submitted to
the shareholders of Tue Eppy Parer CORPORATION at a special meeting of said shareholders called separately
by the board of directors for the purpose of considering and taking action upon said Joint Agreement and
Plan of Merger, which meeting was regularly held on the 23rd day of April, 1957, pursuant to notice duly
given to each shareholder, and the holders of more than two-thirds of the total issued and outstanding shares
of said corporation being duly represented thereat, a vote was taken for the adoption or rejection of said
Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the outstanding shares
entitled to vote at such meeting (being more than two-thirds of the voting power of all shareholders of said
corporation) voted in favor of the adoption of said Joint Agreement and Plan of Merger.

In Wrrness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of TaE
Eppy Parer CorroraTiON this day of April, 1957.

Secretary of Tae Eppy PAPER CORPORATION

[CorPORATE SEAL]



In Wirness WHEREOF, each of the constituent corporations has caused its President and Secretary to
sign their names hereto and to affix its corporate seal hereto, as of the date of the foregoing certification by
its Secretary.

WEYERHAEUSER TiMBER COMPANY

By

President

CORPORATE SEAL]

Secretary

KieckHEFER CONTAINER COMPANY

By.

President
[CorrPoRATE SEAL]

By

Secretary

TaE Eppy PAPER CORPORATION

By.

President
[CorPORATE SEAL]

By

Secretary
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STATE oF WASHINGTON
CounTtY oF PIERCE

On this day of April, 1957 before me, , a notary public in
and for the county and state aforesaid, personally appeared , to me known
to be the President of WEYERHAEUSER TiMBER COMPANY, a corporation of the State of Washington, the
corporation that executed the foregoing instrument and acknowledged said instrument to be the free and
voluntary act, deed and agreement of said corporation, for the use and purposes therein mentioned, and on oath
stated that he was authorized to execute said instrument and that the seal affixed thereto is the corporate
seal of said corporation.

In WitnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public in and for the
State of Washington, residing at Tacoma

STATE OF
88,
COUNTY OF

BE 1T REMEMBERED, that on this day of April, 1957, personally came before me, a Notary Public in
and for the county and state aforesaid, H. M. KiECcKHEFER, President of Kizeckaerer CoNTAINER COMPANY,
a corporation of the State of Delaware, the corporation described in and which executed the foregoing instru-
ment, known to me personally to be such, and acknowledged the said instrument to be his act and deed and
the act and deed of said corporation, and that the signatures of the said President and of the Secretary of said
corporation to the foregoing instrument are in the handwriting of said President and Secretary, respectively,
and that the seal affixed to said instrument is the corporate seal of said corporation, and that his act of sealing,
executing, acknowledging and delivering the said instrument was duly authorized by the board of directors
of said corporation.

In Writness WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public

STATE oF }
S8,
CoUNTY OF

I, , & Notary Public in and for the county and state aforesaid, do hereby certify
that on the day of April, 1957, personally appeared before me W. F. KieckHEFER who declared that he is
the President of TuE Eppy PAPER CORPORATION, a corporation of the State of Illinois, one of the corporations
executing the foregoing instrument, and being first duly sworn by me acknowledged that he signed the foregoing
instrument in the capacity therein set forth and declared that the statements therein contained are true.

In WirnEss WrEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public
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EXHIBIT B

MEMORANDUM OF AGREEMENT
made March 20, 1957
with respect to merger
of
KIECKHEFER CONTAINER COMPANY
and
THE EDDY PAPER CORPORATION
with and into
WEYERHAEUSER TIMBER COMPANY

The boards of directors of WEYERHAEUSER TiMBER ComPANY (hereinafter called ‘Weyerhaeuser’),
KieckHEFER ConNTANER CompaNY (hereinafter called “Kieckhefer”) and Tre Eppy ParEr CORPORATION
(hereinafter called “Eddy”), have approved a plan for the merger of Kieckhefer and Eddy into Weyerhaeuser
pursuant to the respective laws of the States of Delaware, Illinois and Washington which is set forth in the form
of Joint Agreement and Plan of Merger attached hereto and made a part hereof.

Weyerhaeuser, Kieckhefer and Eddy wish to set forth herein certain further agreements relating to the
merger, as follows:

1. Weyerhaeuser, Kieckhefer and Eddy each agrees duly to call a special meeting of its shareholders, to
be held not later than April 25, 1957, to consider and act upon the merger.

2. Weyerhaeuser, Kieckhefer and Eddy each represents and warrants that the audited consolidated finan-
cial statements for the years 1952-1956, inclusive, which it has heretofore submitted to the other parties fairly
present the financial position of itself and its subsidiaries and the results of their operations at the dates and for
the periods designated therein, and were prepared in conformity with generally accepted accounting principles
applied on a consistent basis throughout the periods involved. Each represents and warrants further that:

(a) Since December 31, 1956 neither it nor any of its subsidiaries (i) has entered into any transaction
or incurred any obligation out of the ordinary course of business other than the acquisition by Weyer-
haeuser of certain assets from W. A. Woodard Lumber Co. and others in connection therewith, or (ii) has
had any adverse change in its business or financial condition or properties, which is material to it and its
subsidiaries on a consolidated basis.

(b) Neither it nor any of its subsidiaries has any liabilities (in excess of balance sheet provisions
therefor), contingent or otherwise, which are material to it and its subsidiaries on a consolidated basis.

(¢) There is no litigation, proceeding or investigation pending or threatened against it or any of its
subsidiaries which could result in any material adverse change in the properties, business, financial condi-
tion or prospects of it and its subsidiaries on a consolidated basis.

(d) Neither it nor any of its subsidiaries is obligated to purchase any of its shares of stock except
that under the terms of an Agreement of Purchase and Sale dated March 20, 1957 between Weyerhaeuser
and certain shareholders of Kieckhefer and Eddy, respectively (hereinafter called the ‘“ Agreement of Pur-
chase and Sale””), Weyerhaeuser is obligated to purchase, subject to the merger’s becoming effective, cer-
tain shares of Kieckhefer and of Eddy or, at Weyerhaeuser’s election, the number of shares of Weyer-
haeuser into which said shares of Kieckhefer and Eddy will be converted by the merger.

3. Kieckhefer and Eddy each agrees that without the prior approval of Weyerhaeuser it and its subsidiaries
will not authorize additional capital expenditures prior to the effective date of the merger which when added
to capital expenditures authorized since February 6, 1957 will exceed the following amounts respectively:

Kieckhefer and subsidiary............ . 00l n o s BN $5,000,000
Eddy and subsidiaries..........covetiiiiii i e 2,000,000



4. Weyerhaeuser represents and warrants that it is a corporation duly organized and existing in good stand-
ing under the laws of the State of Washington; that its authorized shares of stock consist of 25,000,000 shares of
the par value of $7.50 per share, of which 24,932,072 shares are outstanding and 67,928 shares are held in its
treasury; that all of such treasury shares are reserved for sale under existing stock options; that all of such issued
shares are legally issued, fully paid and non-assessable; and that there are no outstanding warrants or rights to
acquire its shares except pursuant to its existing stock option plan.

5. Kieckhefer represents and warrants that it is a corporation duly organized and existing in good standing
under the laws of the State of Delaware; that its authorized shares of stock consist of 30,000 shares of common
stock without par value; that 29,889 shares of such stock are outstanding and no shares of such stock are held in
its treasury; that all of said outstanding shares are legally issued, fully paid and non-assessable; and that there
are no outstanding warrants or rights to acquire its stock.

6. Eddy represents and warrants that it is a corporation duly organized and existing in good standing under
the laws of the State of Illinois; that its authorized shares of stock consist of 200,000 shares of common stock
without par value; that 181,415 shares of such stock are outstanding, including 26,090 shares held by Kieckhefer,
and that 8,634 shares are held in Eddy’s treasury; that all of such issued shares are legally issued, fully paid and
non-assessable; and that there are no outstanding warrants or rights to acquire its stock.

7. Weyerhaeuser, Kieckhefer and Eddy each agrees that prior to the effective date of the merger:

(a) it will not reclassify its stock or issue or sell any shares of its stock or rights to acquire its stock (ex-
cept as Weyerhaeuser may issue additional options or sell shares upon the exercise of options heretofore
granted pursuant to its existing stock option plan);

(b) it will not make any capital distribution and will not declare or pay any dividends except cash divi-
dends on a proportional basis from January 1, 1957 to the effective date of the merger at the following an-
nual rates per share, respectively: Weyerhaeuser, $1.00; Kieckhefer, $36.00; Eddy, $14.00;

(¢) neither it nor any of its subsidiaries will enter into any transaction or incur any obligation out of
the ordinary course of business without the prior consent of the other two parties;

(d) it will not purchase or sell any shares of its own stock or the stock of either other party, except that
Weyerhaeuser may purchase or sell its own shares pursuant to its stock option plan and may purchase its
own shares or shares of Kieckhefer and Eddy under the Agreement of Purchase and Sale; and

(e) it will not sell or permit to be sold any stock of its subsidiary or subsidiaries.

8. Kieckhefer and Eddy each represents and warrants that all contracts and licenses of material importance
to its business or the business of any of its subsidiaries are or prior to the effective date of the merger will be
assignable to Weyerhaeuser.

9. Kieckhefer and Eddy each agrees it will execute and deliver to Weyerhaeuser at any time concurrently
with or after the effective date of the merger any deed, assignment, conveyance or other assurance of title which
Weyerhaeuser may request to assure or confirm its title to any property, rights, privileges or franchises to be
vested in Weyerhaeuser by virtue of the merger, and will take any further action Weyerhaeuser may request
for such purpose or otherwise to carry out the intent and purposes of the merger.

10. Weyerhaeuser, Kieckhefer and Eddy shall each have the right to make any investigations it deems
desirable for the purpose of ascertaining the truth and accuracy of any representation and warranty made
herein or in the audited consolidated financial statements that have been previously interchanged by the parties
or for the purpose of ascertaining whether all agreements made herein by the other parties hereto have been
performed.
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11. Weyerhacuser, Kieckhefer and Eddy agree that anything herein to the contrary notwithstanding the
merger may be terminated and abandoned, either before or after approval by the shareholders of one or more
of the respective corporations has been obtamed as follows;

(a) by mutual consent of the respective boards of directors of the parties hereto; or

(b) by the board of directors of any one of the parties hereto if, in the judgment of a majority of its
directors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling or
rulings from the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto
will be tax-free as to the corporations and the stockholders who exchange; or

(¢) by the board of directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(1) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of shareholders
of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares which they
otherwise would have been entitled to receive pursuant to the terms of the merger;

(ii) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(i) the failure of Kieckhefer or Eddy to perform any agreement hereunder;

(iv) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Kieckhefer or Eddy;

(v) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy, and its subsidiary or subsidiaries; or

(vi) the failure to render full performance of their respective obligations by every other party to
the Agreement of Purchase and Sale, or the failure for any reason by any other such party to sell
his shares to Weyerhaeuser as provided therein; or

(d) by the board of directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of:

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;

(ii) the failure of Weyerhaeuser to perform any agreement hereunder;

(ili) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.
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12. Weyerhaeuser, Kieckhefer and Eddy each agrees on the day prior to the effective date ot the merger to
interchange certificates stating that (a) it has complied with all of its agreements herein contained and (b) that
all the representations and warranties made by it herein are true and correct as if made as of that date (except as
to the numbers of outstanding shares, treasury shares and stock options of Weyerhaeuser, and except for any
other changes contemplated by this agreement), and setting forth any material changes in its business or finan-
cial condition and the business or financial condition of its subsidiary or subsidiaries since December 31, 1958.

13. Weyerhaeuser, Kieckhefer and Fddy agree that any special meetings of shareholders referred to in
paragraph 1 hereof may be adjourned from time to time, prior or subsequent to the taking of action upon the
merger, to a later date or dates and that, for any of the reasons set forth in paragraph 11 hereof, the board of
directors of any of such corporations may postpone the execution or filing of the Joint Agreement and Plan of
Merger or the Articles of Merger in the appropriate State offices; provided that no such adjournment or post-
ponement shall affect any right to terminate or abandon the merger.

14. If the merger shall not become effective or is terminated or abandoned, each party agrees to pay all of
its own expenses incurred in connection with the merger, the negotiations leading to the merger and any
preparations made for effectuating the merger.

15. This agreement shall no longer bind any party unless the merger shall become effective prior to
July 1, 1957, unless extended by mutual agreement.

16. When the merger becomes effective the respective representations and warranties of the parties hereto
shall terminate and be of no further force or effect.

In WritnEss WHEREOF, this agreement has been executed by the parties hereto by their duly authorized
officers on the aforesaid date.

WEYERHAEUSER TiMBER COMPANY

By

(Vice) President

KieckHEFER CONTAINER COMPANY

By

(Vice) President

TaE Eppy PAPER CORPORATION

By

(Vice) President
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KIECKHEFER CONTAINER COMPANY

7200 Westfield Avenue
Pennsauken, New Jersey

March 22, 1957

To the Shareholders of Kieckhefer Container Company:

The directors of Kieckhefer Container Company, The Eddy Paper Corporation,
and Weyerhaeuser Timber Company have approved an Agreement and Plan of
Merger which, if approved by the sharcholders of the three companies, will result
in the merger of Kieckhefer Container Company and The Eddy Paper Corporation

into Weyerhaeuser Timber Company.

" You will find enclosed Notice of Special Meeting of Shareholders to be held on
April 24, 1957 to take action with respect to the proposed merger, together with a

Statement of Information describing the three companies and the Plan of Merger.

The merger of Kieckhefer Container Company and The Eddy Paper Corporation
into Weyerhaeuser Timber Company, which is not a converter, will provide for them
an expandable supply of paperboard ample to develop the operation of their con-
verting plants throughout the country. The merged operations of the three com-
panies should provide substantial economies. The merger also will make available

to sharcholders of this Company a public market for their stock.

You are urged to attend the meeting in person.

Very truly yours,

Joun W. KIECKHEFER

Chairman, Board of Directors



KIECKHEFER CONTAINER COMPANY
7200 Westfield Avenue

Pennsauken, New Jersey

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS TO BE HELD
April 24, 1957

Nortice Is HEREBY GIVEN that a special meeting of the shareholders of KiECKHEFER
ConTAINER CoMmPANY will be held at the office of the Company at 7200 Westfield Avenue,
Pennsauken, New Jersey on April 24, 1957, at 11:00 o’clock A.M., Eastern Standard Time,

for the following purposes:

1. To consider and act upon a plan of merger of Kieckhefer Container Company, a
Delaware corporation, and The Eddy Paper Corporation, an Illinois corporation,

into Weyerhaeuser Timber Company, a Washington corporation; and

2. To transact such other business as may properly come before the meeting or any

adjournment or adjournments thereof.

The Board of Directors has fixed the close of business on March 20, 1957 as the record
date for the determination of the shareholders of the Company entitled to notice of and to

vote at the special meeting or at any adjournment or adjournments thereof.

By order of the Board of Directors,

W. F. KIECKHEFER,
Secretary

Dated: March 22, 1957



KIECKHEFER CONTAINER COMPANY

STATEMENT OF INFORMATION, SPECIAL MEETING OF SHAREHOLDERS

April 24, 1957

At the meeting announced in the accompanying Notice of Special Meeting of Shareholders, the share-
holders will be asked to consider and act upon the proposed merger of Kieckhefer Container Company (Kieck-
hefer) and The Eddy Paper Corporation (Eddy) into Weyerhaeuser Timber Company (Weyerhaeuser). The
sole purpose of this Statement is to give you information concerning the proposed merger and certain related
agreements. The management of Kieckhefer is not soliciting proxies from the shareholders in connection
with the meeting. Each of the common shares of Kieckhefer outstanding at the close of business on March
20, 1957 will be entitled to one vote.

PROPOSED MERGER

The respective boards of directors have approved a plan of merger of Kieckhefer and Eddy into Weyer-
haeuser, with the latter to be the surviving corporation. The plan of merger is summarized herein and is set
forth in the Joint Agreement and Plan of Merger, attached hereto as Exhibit A, which provides for the merger
under the laws of Delaware, Illinois and Washington. Each of such companies has also entered into a Memo-
randum of Agreement, dated March 20, 1957, which is summarized herein and a copy of which is attached
hereto as Exhibit B. Approval of the merger requires the affirmative vote of the holders of at least two-thirds
of the common shares of each of the three companies.

Conversion of stock

Under the Joint Agreement and Plan of Merger Weyerhaeuser will increase the authorized number of its
common shares to 31,000,000. On the effective date of the merger:

(i) Each common share of Weyerhaeuser then outstanding or in its treasury shall continue unchanged
as a common share of the surviving corporation.

(ii) Each common share of Kieckhefer then outstanding shall be converted into 148 common shares
of the surviving corporation.

(iii) Each common share of Eddy then outstanding shall be converted into 10 common shares of the
surviving corporation.

However, on the effective date of the merger each common share of any one of the merging companies then
held by either of the other merging companies and each share of Eddy then held in Eddy’s treasury shall be
cancelled and retired, and no shares of the surviving corporation shall be issued in respect thereof.
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Effectiveness of Merger and Exchange of Stock Certificates

The merger will become effective upon the filing and recording of the Joint Agreement and Plan of Merger
with the proper authorities in the states of Delaware, Illinois and Washington. Holders of certificates for com-
mon stock of Kieckhefer and Eddy may thereafter exchange such certificates for certificates for the appropriate
number of common shares of Weyerhaeuser. Dividends payable on common shares of Weyerhaeuser represented
by common stock certificates of Kieckhefer or Eddy will be paid only upon the surrender of such certificates for
exchange.

Capitalization of Kieckhefer, Eddy, Weyerhaeuser and the Surviving Corporation

The following table shows, as of December 31, 1956, the capitalization of each of the three companies
and, pro forma, of Weyerhaeuser as the surviving corporation, giving effect to the merger:

Outstanding
Before Merger After Merger
Kieckhefer—
Common stock, without par value; authorized 30,000 shares . .. 29,889 None
shares
Eddy—
314%, Notes payable to Kieckhefer...................coou... $6,900,000 None
Common stock, without par value; authorized 200,000 shares. . 181,415 None
shares(1)
Weyerhaeuser—
Common shares, par value $7.50 per share; authorized
25,000,000 8hatestd) v ssinddoewmmmas b mekis Bakeveiiaids s 24,921,299 30,319,303

shares(2) shares(2)(3)

(1) Excluding 8,634 shares held by Eddy in its treasury. Of the 181,415 outstanding shares, 26,000 shares (14.49,) were
owned by Kieckhefer.

(2) Excluding 78,701 shares held by Weyerhaeuser in its treasury, of which 67,581 shares were reserved for sale upon exer-
cise of stock options granted to certain of its officers and employees. The merger will have no effect upon the
rights of holders of options.

(3) Giving effect to the purchase by Weyerhaeuser of shares as set forth below under ‘“Agreement Relating to Stock
Purchases by Weyerhaeuser."” Such shares are excluded from the total shares to be outstanding.

(4) The Joint Agreement and Plan of Merger will increase the authorized common shares of Weyerhacuser from 25,000,000
to 31,000,000.

Description of Common Shares of the Surviving Corporation

Holders of common shares of Weyerhaeuser, the surviving corporation, are entitled to: (a) dividends when
and as declared by the Board of Directors, (b) one vote per share, and (¢) equal pro rata rights in the event of
liquidation. There are no preemptive or conversion rights, redemption or sinking fund provisions, or rights to
cumulate votes for the election of directors. All issued and outstanding common shares are fully paid and
non-assessable. The foregoing statement is subject to the Articles of Incorporation and By-Laws of Weyer-
haeuser and to the applicable statutes and other law of the State of Washington.

Agreement Relating to Stock Purchases by Weyerhaeuser

Under an Agreement of Purchase and Sale, dated March 20, 1957, Weyerhaeuser has agreed to purchase
from certain shareholders of Kieckhefer and Eddy and such shareholders have agreed to sell to Weyerhaeuser
(1) an aggregate of 2,576 common shares of Kieckhefer at $5,328 per share and 19,757 common shares of Eddy
at $360 per share, or (2) at the election of Weyerhaeuser, the 578,818 common shares of Weyerhaeuser into
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which those shares of Kieckhefer and Eddy would be converted upon the effective date of the merger at $36
per share. The selling shareholders and the number of shares which they have agreed to sell are as follows:

Common shares of Equivalent in
Weyerhaeuser
Selling shareholder Kieckhefer Eddy common shares

E. L. Walker, members of his family and trustees of

trusts created for the benefit of members of his

BRI 2 20 o s o s iR A1 s e e i 2,576 5,769 438,938
Trustees of the Kieckhefer Container Company and

North Carolina Pulp Company Employees’ Profit

SEArRE PIAIY . ok Ssiissvard arormzasige e i sleis s — 1577 75,770
Trustees of The Eddy Paper Corporation and Roch-

ester Folding Box Company Employees’ Profit

Sharmg PIai .-t Ly sen dsdlnez ssudides san s — 6,411 64,110

2,576 19,757 578,818

Mr. E. L. Walker is a director and officer of Kieckhefer and a director and officer of Eddy. Certain directors
and officers of Kieckhefer and of Eddy are trustees of and certain of them are among the beneficiaries under the
respective Employees’ Profit Sharing Plans of Kieckhefer and of Eddy named above as selling shareholders.

AMENDMENTS OF ARTICLES OF INCORPORATION AND BY-LAWS OF WEYERHAEUSER

The Articles of Incorporation of Weyerhaeuser will be amended by the Joint Agreement and Plan of
Merger (1) to increase the number of authorized shares from 25,000,000 to 31,000,000, (2) to provide that
Weyerhaeuser may purchase, hold and sell its own shares, and (3) to state the terms and conditions upon
which the authorized and unissued shares of Weyerhaeuser may be issued, including provisions that such
shares may be issued for such consideration in property as the Board of Directors shall determine, without
first offering such shares to the shareholders, or for such consideration in cash or services as shall be deter-
mined by the shareholders or by the Board of Directors acting under authority hereafter conferred by the
shareholders. These terms and conditions, which are identical to those formerly contained in the Articles of
Incorporation when Weyerhaeuser had authorized but unissued shares, are set forth in Article Two of the
Joint Agreement and Plan of Merger as part of Article ITI of the Articles of Incorporation of Weyerhaeuser,
as amended.

The Joint Agreement and Plan of Merger also provides for an amendment to Article III, Section 1 of
the By-Laws of Weyerhaeuser to increase the authorized number of directors from 13 to 15 and for including
H. M. Kieckhefer and R. H. Kieckhefer as directors of the surviving corporation, together with the present
directors of Weyerhaeuser.

COMPARATIVE FINANCIAL INFORMATION

Summaries of Consolidated Income

The following summaries of consolidated income of Kieckhefer Container Company, The Eddy Paper
Corporation and Weyerhaeuser Timber Company, for the five years ended December 31, 1956, have been
examined by Arthur Andersen & Co., independent public accountants, whose opinion with respect thereto
appears elsewhere herein. The summaries of consolidated income should be read in conjunction with the
financial statements and notes thereto included elsewhere herein. Unaudited pro-forma combined summaries of
consolidated income of the three companies for the five years ended December 31, 1956, also follow.
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SUMMARIES OF CONSOLIDATED INCOME
(000’s Omitted)

Year Ended December 31
KiECKHEFER AND SUBSIDIARY— 1952 1963 1954 1956 1956
Gross sales, less discounts and allowances........ $ 54,299 $ 64,836 & 65,629 § 78,212 § 86,520
Other income (net). . ........cccivineunnrann.. 742 703 907 1,250 1,536
Cost of sales and expenses. .. .................. 38,271 48,415 50,334 59,030 67,002
Provision for taxes on income.................. 10,698 11,329 8,869 10,412 10,955
Minorityanterest. . v coas suin snise s s e — — - 313 412
NOEAROOIO, . cvos coeilims smine s s o e Slas sl 3 6,072 5,795 7,333 9,707 9,687
Per common share:
Netincome.........oooiviinnennnnnannn $205.96 $ 196.53 § 248.69 § 324.78 § 324.11
Divadencs:: s o iblbidhn s cv e s T waeis & 24.00 24.00 24.00 24.00 27.00
EppY AND SUBSIDIARIES—
Gross sales, less discounts and allowances........ $ 40,908 § 44,249 § 43,481 § 44,770 $ 45,950
Other income (NBE) . .c.o.vev vesrvrononssosans 224 632 315 207 (39)
Cost of sales and expenses. .................... 32,651 36,208 36,889 37,862 37,825
Provision for taxes on income.................. 4,952 4,880 3,615 3,700 4,220
Netineome. ......ovvieiriiiiiniiininanannn 3,529 3,843 3,292 3,415 3,866
Per common share:
INeb INCOME . 5w Eriiiadas b TE A - FH2ET $ 20.83 $ 22.68 $ 19.43 § 18.82 § 21.31
IIVIAGRAB. - .. oo v vos 5 505 nnd s BEa 12.00 12.00 12.00 12.00 14.00
WEYERHAEUSER AND SUBSIDIARIES*—
Gross sales, less discounts and allowances........ $239,536 $257,516 $262,497 $316,733 $324,129
Other income (net). . ......c.vieirieinnnennnn. 5,044 6,682 6,571 7,702 7,405
Cost of salesand expenses. ...........covvvunnn 183,605 201,399 209,262 243,107 253,756
Provision for taxes on income.................. 24,799 26,457 24,296 32,087 26,331
NEE TNOOMIE, 7 s T3 onr clbiis & o Gaa g nies & e Siet 36,176 36,342 35,510 49,241 51,447
Per common share:**
Netincome.......oovvvriiiiiiinennnennns $ 145 $ 146 $ 1.43 $ 1.98 % 2.06
Dividends.. ..on semibues des i wob smeie T .625 .625 .75 1.00 1.00

*Excluding 1952 and 1953 results of operations of Wood Conversion Company, a former subsidiary; Weyerhaeuser’s interest
in this company was distributed to its shareholders on November 30, 1953.
**Adjusted to give effect to the 4-for-1 stock split on December 30, 1955.

UNAUDITED PRO FORMA COMBINED SUMMARIES OF CONSOLIDATED INCOME
OF MERGING COMPANIES*

Year Ended December 31
1952 19563 19654 1966 1966
Gross sales, less discounts and allowances . . ....... $329,318 $353,295 $359,357 $425,787 $435,069
Other INeomie (He) s o « ommg s it mmis e F s 5,072 7,129 6,855 8,221 7,912
Cost of salesand expenses. . ..................... 249,178 273,011 284,227 325,972 337,332
Provision for taxes on income.................... 40,124 42,341 36,455 45,874 41,181
BT INCOTBE - vasi s o s v Crimin, vt LS, e meaa L T 45,088 45,072 45,530 62,162 64,468
Net income per share (based on 30,319,303 shares).. $1.49 $1.49 $1.50 $2.05 $2.13

*Adjusted to eliminate intergroup sales, purchases, etc.



Market Prices of Common Shares of Weyerhaeuser and Eddy

The high and low sales prices (as reported by The Commercial and Financial Chronicle) of the common
stock of Eddy on the Midwest Stock Exchange since January 1, 1955, and the range of the bid prices of
the common shares of Weyerhaeuser in the over-the-counter market (as reported by The National Quotation
Bureau Inec.) since January 1, 1955, are set forth below:

Weyerhaeuser— ..__Edi_.

Bid Prices (1) High Low
1955 BirgbiQuarter, . .ol vl . L0 08 A S s v s 28542534 210 185
Second Quarter. . ........ ... ..t 32 -28Y44 208 196

Third Quarter......... ..ot ieiiaiiannnnn 3734-3114 240 20114
Eourth Charter . a: armvas coft besdime shiiandwms o s 4254-3214 220 200
1956 Firat QUATEET s« Tos «vun s s G i £ e Fam s i 43 3734 240 200
Seeond - QUArter: coos s o vesn i i fomms Srmamss s s 4214-3814 245 220
G113 (11729 o ) e O o ey e P 42343714 243 237
Fourth Quarter. .. ...........coiiiivririiiiiiennennnans 3814-3414 24814 234
1957 First Quarter (through March 13,1957).................. 3814-34 350 246

(1) Adjusted to give effect to the 4-for-1 stoeck split on December 30, 1955.

As of March 13, 1957 the last sale price of the common stock of Eddy on the Midwest Stock Exchange
(March 8) was $315 a share and the reported bid price of the common shares of Weyerhaeuser in the over-the-
counter market was 3434.

The common stock of Kieckhefer is not publicly quoted or traded.

BUSINESS OF KIECKHEFER

Kieckhefer Container Company was incorporated under the laws of the State of Delaware on December 21,
1923, as successor to a business originally established about 1900. Principal executive offices are located at
7200 Westfield Avenue, Pennsauken, N. J.

Kieckhefer, together with its subsidiary North Carolina Pulp Company (owned 809, by Kieckhefer and
20%, by Eddy and a wholly-owned subsidiary), is engaged principally in the production and sale of corrugated
shipping containers, milk cartons, and bleached and unbleached paperboard. For the year 1956, sales of ship-
ping containers accounted for approximately 509, sales of milk cartons accounted for approximately 34%, and
sales of paperboard (principally to Eddy) accounted for approximately 169, of Kieckhefer’s total consolidated
sales.

Production and Properties

A kraft pulp and paperboard mill, located at Plymouth, N. C., has a present annual productive capacity of
approximately 450,000 tons of paperboard, having been substantially expanded in 1955 and 1956 through the
installation of a new 700 tons per day linerboard machine and the removal of a smaller old machine.

Kieckhefer has a jute paperboard mill at Delair, N. J., with an annual productive capacity of approxi-
mately 80,000 tons, which supplements the paperboard production of the Plymouth mill.

Substantially all of the bleached board produced by the Plymouth mill, together with purchases of bleached
board from others, is used by Kieckhefer in production of its milk cartons. Substantially all of the unbleached
containerboard produced by the Plymouth and Delair mills, supplemented by purchases, is used by Kieckhefer
or sold to Eddy for the production of shipping containers.
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Figures of production, purchase, usage and sale of paperboard by Kieckhefer for the past five years were
as follows (in tons):

1952 1963 1954 19656 1956
Unbleached Containerboard
Prodieedc: o cen vomn s cw sesms s v <5 b 218,448 242,874 234,968 256,929 295,794
PUECHAER . ¢ ¢ 55 55005 5008 hrns Samd nons s 8 16,594 41,129 43,684 46,726 70,523
Total Produced and Purchased.......... 235,042 284,003 278,652 303,655 366,317
Consumed.........coviiiiiiniiennnnnnnn. 162,515 191,606 197,059 230,374 228,904
Sold Ao Bdds. . i « cun o3t mmntaiie sume s 48,683 59,523 51,219 61,213 106,878
Sold to Ohers. . . s s sbs voun heis wns vas s 25,255 29,991 22,377 27,008 20,218
Total Consumed and Sold.............. 236,453 281,120 270,655 318,595 356,000
Bleached Board
Produced..........covniniiinnn. 63,481 60,951 63,598 66,599 72,612
Purchased..........cooiiniiiiiiiinnn, 3,953 26,105 32,004 36,640 45,973
Total Produced and Purchased.......... 67,434 87,056 95,602 103,239 118,585
ORI o wne s Sems v v oot TnEn Dk 55,886 58,305 64,007 92,786 105,048
Bold 10 BAQY ..o  cons soims o0 s 5v% nois S50 7,560 12,881 16,363 569 —
SoldtoOthers. ........cooiviivnnnnan. 5,388 18,367 14,082 7,676 11,880
Total Consumed and Sold. ............. 68,834 89,553 94,452 101,031 116,928

Kieckhefer operates shipping container and milk ecarton plants throughout the United States, strategically
located to serve markets where there is a large demand. Generally speaking, the shipping container plants are
along the Eastern, Gulf and Pacific Coasts and the milk carton plants are located throughout the United States.

Kieckhefer owns and operates 9 converting plants producing corrugated and solid fibre shipping contain-
ers, with aggregate floor area of approximately 1,450,000 square feet, at the following locations: Westbrook, Me.;
Baltimore, Md.; Delair, N.J.; Parkersburg, W.Va.; Tampa, Fla.; New Orleans, La.; Alameda and Colton,
Calif.; and Yakima, Wash. These plants together in 1956 produced shipping containers representing about
2,850 million square feet of containerboard.

Kieckhefer also operates 10 converting plants producing milk cartons, with aggregate floor area of approxi-
mately 675,000 square feet, as follows: Camden, N.J.; Jacksonville, Fla.; Seymour, Ind.; Carpentersville, Ill.
(under construction); Three Rivers, Mich.; Hastings, Neb.; Garland, Tex.; Salt Lake City, Utah; Whittier,
Calif.; and Vancouver, Wash. All of these milk carton plants are owned by Kieckhefer, with the exception of
the Three Rivers plant which is leased from Eddy and the Salt Lake City plant which is leased from others.

While most of the paperboard requirements for Kieckhefer’s converting plants is obtained from the
Plymouth and Delair mills, Kieckhefer purchases some paperboard from others (including Weyerhaeuser),
particularly for its West Coast plants.

In addition to its manufacturing facilities Kieckhefer operates owned warehouses at McAllen and Houston,
Tex. and at San Jose, Calif., and a leased warehouse at Los Angeles, Calif.

Sales offices for both the milk carton and shipping container divisions are maintained in each of such
divisions’ plants and, for the shipping container division, also at New York City and Buffalo, N.Y.; San Fran-
cisco and Los Angeles, Calif.; Seattle, Wash.; and Malden, Mass.

Approximately 406,000 acres of timberlands are owned in connection with the Plymouth kraft pulp and
paperboard mill. Most of this acreage is in North Carolina with minor portions in Virginia and Maryland.
Kieckhefer estimates that approximately 355,000 of such acres are covered principally with pine, 38,000 acres

6



are covered principally with hardwoods, and 13,000 acres are presently untimbered. Kieckhefer estimates
that present annual growth on these lands amounts to approximately 418,000 cords. Most of the pulpwood
requirements for the Plymouth mill are presently purchased from others and only a minor portion is harvested
from owned timberlands.

Substantially all of Kieckhefer’s milk carton production has been manufactured and sold under the
name ‘“Pure-Pak,” pursuant to a non-exclusive license from Ex-Cell-O Corporation. Kieckhefer is one of four
companies presently licensed to produce Pure-Pak milk cartons in the United States. Under its license arrange-
ment, Kieckhefer pays a royalty of 2%, of its net sales of Pure-Pak milk cartons. In addition, Kieckhefer pres-
ently pays to Ex-Cell-O an advertising allowance of 5¢ per 1,000 cartons for use in the promotion of Pure-Pak
cartons.

Sales and Distribution

Consolidated sales (before deduction of sales discounts) of Kieckhefer for the past five years, by principal
products, are summarized below (in thousands of dollars):

cif&li’?ﬁs cﬂ:ns Paperboard Total
1952 s sim mos somm Samn ssers Rar S0 @ B § s SR 3 $31,965 $13,541 $ 9,340 $54,846
TOB3: oo v oms e A P SRl s T R 36,737 14,444 14,285 65,466
FOBA, . oo i vt i nari s iy e e s kel vias 5 37,030 16,696 12,559 66,285
V08B sz ot s B BRI S A R eSS Wit 28 e mediie B 42,625 25,449 10,924 78,998
L0 157 SO ORI WNOUY S DOl L 1. S SO 43,678 29,434 14,206 87,318

Sales of both shipping containers and milk cartons are made direct to customers by Kieckhefer’s own
sales force of approximately 100 salesmen. In the case of milk cartons, customers are principally dairies.
Shipping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Kieckhefer estimates that it presently accounts for approximately 3% of the United States
corrugated shipping container business. Although reliable figures are not available for the industry, Kieckhefer
estimates that it may presently account for as much as 209, of the total United States milk carton business.

Recent Developments

During the five years 1952-1956, inclusive, Kieckhefer expended approximately $42,600,000 for new
plants and properties, including timberlands, and for the expansion and modernization of existing plants and
facilities, the principal items of which follow:

Purchase of timberlands........ooiiiiiiiii i e $10,900,000
Plant additions (including new paper machine) at Plymouth pulp and

paperboard milll.. .. coivain e abnemnd i cbP e e weeiiees Vet ven s 17,400,000
Nine new converting plants. .. ....ceiiiiiiiiiinieriiiininrrenennsnannenns 11,900,000

During the same five-year period Kieckhefer made retirements from its gross property account of ap-
proximately $3,400,000.

Relationship with Eddy

For many years there has been a close relationship between Kieckhefer and Eddy. XKieckhefer owns
26,090 shares (14.4%) of Eddy’s outstanding ecommon stock and certain members of the Kieckhefer family
also have substantial stockholdings in Eddy. Eddy is in the shipping container and folding carton businesses
with plants located principally in the Midwest section of the United States. Kieckhefer and Eddy have,
for many years, followed the practice of selling shipping containers for each other, on a commission basis,
where orders or parts of orders received could be handled more economically by the other company. In 1954
Eddy purchased from North Carolina Pulp Company for $17,000,000 cash, 1,000 shares (a 209, stock interest)
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of North Carolina Pulp. These funds were used by North Carolina Pulp for expansion of the Plymouth mill.
Eddy has a contract to buy from North Carolina Pulp a major portion of Eddy’s requirements for paperboard,
on a cost-plus basis.

In connection with Eddy’s purchase of North Carolina Pulp shares, Kieckhefer loaned to Eddy $11,000,000.
At December 31, 1956, this loan had been reduced to $6,900,000.

Directors and Officers

The following are the directors and officers of Kieckhefer:

J. W. Kieckhefer Director; Chairman of Board
H. M. Kieckhefer Director; President
J. A. Auchter Director; Vice-President; Assistant Treasurer;
Assistant Secretary
C. H. Carpenter Director; Vice-President
S. B. Clark Director; Vice-President
R. H. Kieckhefer Director
W. F. Kieckhefer Director; Treasurer; Secretary
E. L. Walker Director; Vice-President
D. C. Will Director; Vice-President
V. D. Donahue Vice-President; Comptroller
L. G. Lea Vice-President
J. W. Seeger Vice-President
Shareholders

As of March 13, 1957 there were approximately 110 sharcholders of Kieckhefer. The outstanding 29,889
shares of common stock are owned largely by various individual members of or trusts for members of the
Kieckhefer family. Certain of the foregoing are holders of more than 109, of the outstanding common stock.

Employees

As of December 31, 1956 Kieckhefer and its subsidiary had a total of approximately 4,000 employees.
Most of the plant employees are members of unions. Kieckhefer believes that its relations with its employees
are generally satisfactory.

BUSINESS OF EDDY

The Eddy Paper Corporation was incorporated under the laws of the State of Illinois on November 14,
1922, as successor to Eddy Paper Company which had originally been established in 1906. Its principal execu-
tive offices are located at 919 N. Michigan Avenue, Chicago, Ill.

Eddy and its two wholly-owned subsidiaries, Rochester Folding Box Company and Gereke-Allen Carton
Company, are engaged principally in the production and sale of corrugated shipping containers, boxboard,
and folding cartons, principally in the north Midwest section of the United States. For the year 1956, sales of
shipping containers accounted for approximately 759, of Eddy’s total sales.
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Production and Properties

Eddy owns a boxboard mill, located at White Pigeon, Mich., with an annual production capacity of
approximately 60,000 tons. Production of this mill for the past five years has been as follows (in tons):

TR LFERA Lt tfs i i il o naiaiin [ 45,445
1953 . < e ettt 45,179
PoRailmd. o pue o Jousuimbalage S 008 0 baninpen 48,991
085 (nwanlad,  t bl B e whog 50,891
1956« v e et 53,786

Approximately 179, of the boxboard production of this mill is used in the folding carton plants of Eddy’s
subsidiaries and approximately 839 is sold to other manufacturers.

Eddy and its subsidiaries own and operate 8 converting plants producing corrugated shipping containers,
with aggregate floor area of approximately 1,500,000 square feet, as follows: Rochester, N.Y.; Belleville and
Rockford, Ill.; Three Rivers and Detroit, Mich.; Manitowoe, Wis.; Cedar Rapids, Iowa; and Austin, Minn,
These plants now purchase their containerboard requirements largely from Kieckhefer and its subsidiary.
These plants together in 1956 produced corrugated shipping containers representing approximately 2,100
million square feet of containerboard.

Eddy’s subsidiaries operate 2 converting plants producing folding cartons, with aggregate floor area of
approximately 185,000 square feet. The plant located at Rochester, N.Y. is owned and the one at St. Louis,
Mo. is leased. These plants obtain substantially all of their boxboard requirements from the White Pigeon
mill. In 1956 these plants together produced approximately 9,800 tons of cartons.

Eddy purchased in 1955 for $317,000 a 509, common stock interest in Ace Folding Box Corporation,
of Middlebury, Ind., which is carried as an investment on its balance sheet. Ace’s boxboard requirements are
also furnished in large part from the White Pigeon mill.

Sales

Consolidated sales (before deduction of sales discounts) of Eddy for the past five years, by principal prod-
ucts, have been as follows (in thousands of dollars):

Corrugated

Shipping Folding Milk
Containers Cartons Boxboard Cartons Total
VL3 A e ERU DR W I $30,443 $3,638 $5,860 $1,292 $41,233
JOBB., a1 onriburs cobuisleTosess ohem at bislaye 32,052 4,131 5,565 2,861 44,609
15 O YN Ao S 30,247 4,041 5,490 4,071 43,849
TOBB e ety s T bt 34,699 4,373 6,035 — 45,107
1950 - svmmue nemis e sema 34,699 5,002 6,583 - 46,284

Sales are made by Eddy’s and its subsidiaries’ own sales forces of about 65 persons. Corrugated ship-
ping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Folding cartons are sold direct to customers chiefly for packaging and display of their retail
products. Boxboard is sold to other carton manufacturers, including Ace. Eddy estimates that it accounts for
about 29, of the corrugated shipping container business in the United States. It is a relatively minor factor
in the folding carton and boxboard fields.



Recent Developments

During the five years 1952-1956, inclusive, Eddy spent approximately $7,500,000 on expansion and im-
provement of its properties and plants, and during the same period made gross retirements from its property
account of approximately $2,600,000. The principal single property addition during this period was the con-
struction in 1954 of a new corrugated shipping container plant at Austin, Minn.

Also during this period, Eddy acquired a 209, stock interest in North Carolina Pulp Company at a cost
of $17,000,000, as described above under “Business of Kieckhefer—Relationship with Eddy”.

Officers and Directors

The following are the directors and officers of Eddy:

J. W. Kieckhefer Direetor; Chairman of Board

W. F. Kieckhefer Director; President

E. F. Gereke Director; Vice President

Anthony Haines Director; Vice-President

H. M. Kieckhefer Director

George H. Kiefer Director

Erwin K. Radke Director; Vice-President

Nicholas Scharff Director; Vice-President

Karl W. Schneider Director; Vice-President

E. L. Walker Director; Vice-President

Thomas E. Morriss Vice-President

R. C. Meier Treasurer; Secretary
Shareholders

As of March 13, 1957 Eddy’s shareholders numbered approximately 1,000. Of Eddy’s 181,415 shares
of common stock outstanding, 26,090 shares (14.49;) are owned by Kieckhefer. A substantial amount of the
remaining shares is owned by various members of or trusts for members of the Kieckhefer family and by the
trustees of the Kieckhefer and Eddy employees’ profit sharing plans mentioned above under ““ Proposed Merger-
Agreement Relating to Stock Purchases by Weyerhaeuser,” but no such individual holder owns beneficially
more than 109, of Eddy’s shares.

Employees

As of December 31, 1956, Eddy and its subsidiaries had a total of approximately 1,900 employees. Most
of the plant employees are members of unions. Eddy believes that its relations with its employees are generally
satisfactory.
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BUSINESS OF WEYERHAEUSER

Weyerhaeuser Timber Company was incorporated under the laws of the State of Washington on January
18, 1900. Principal executive offices are located in the Tacoma Building, Tacoma, Wash.

Weyerhaeuser and its subsidiaries are engaged in the ownership and management of timberlands, the
growing and harvesting of timber and its conversion into those products which will best utilize the economic
value of the wood supply. Currently, this involves the manufacture, distribution and sale of lumber, plywood,
pulp, paperboard, hardboard, and other wood fibre and bark products. Diversification of its products and
expansion and integration of its manufacturing facilities have enabled Weyerhaeuser to increase the utilization
of its timber resources. Continuing research is being carried on in the fields of forestry and product development.

Timber and Timberlands

Weyerhaeuser owns in fee in the States of Washington, Oregon and California approximately 2,695,000
acres of forest lands, of which approximately 2,111,000 acres are in the Douglas Fir region of western Washing-
ton and Oregon and 584,000 acres are in the Western Pine region (556,000 acres in south central Oregon east of
the Cascades and 28,000 acres in northern California).

Late in 1956 Weyerhaeuser undertook a program of acquiring timberlands in Mississippi and Alabama
to help support a pulp mill planned for construction in the future on a site near Columbus, Miss. Weyer-
haeuser believes that the merger with Kieckhefer and Eddy may accelerate this program.

The determination of the amount of merchantable timber on Weyerhaeuser’s lands is a continuing process.
The definition of merchantable timber changes with improvement in utilization practices and is affected by
existing economic conditions. Calculations based on the most recent data available indicate that the volume of
merchantable timber is approximately 60 billion board feet (Scribner Log Scale). The Scribner Log Scale was
designed to measure the volume of timber in terms of the quantity of commercial lumber a log will produce.
Customarily, the number of board feet of lumber produced from a log exceeds its Scribner Log Scale measure.
Further, the Scribner Log Scale gives no recognition of other wood supply not suitable for producing lumber
but usable for production of wood chips for pulp and other products.

It is Weyerhaeuser’s basic policy so to manage its lands that they shall provide a continuous supply of
wood for the future. Continuing calculations are made to determine the quantity of timber which can be cut
annually and still assure the sustained production of raw material. Based on current calculations and present
utilization and reforestation practices, the quantity which can be cut annually is approximately 1.3 billion
board feet (Scribner Log Scale). The quantity actually cut from year to year is also influenced by current
economic conditions.

Weyerhaeuser anticipates that it will be necessary from time to time to adjust its annual cut to give
effect to material changes in growth and yield experience, utilization, and casualty losses including fire and
insect infestation.

There will be a material decrease in the age and size of the average tree harvested after the present mature
timber supply has been depleted. However, Weyerhaeuser estimates that the physical volume of timber
available annually at that time will be somewhat greater than the presently calculated annual cut.

Intermingled with and adjacent to Weyerhaeuser holdings are substantial quantities of timber publicly
owned or privately owned by others, some of which will be offered for sale from time to time. Itis the intention
of Weyerhaeuser to purchase some of such timber as it becomes available, the quantity of which will not be
significant in relation to its own timber supply.
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Timberlands presently being acquired in Mississippi and Alabama have been heavily logged and some have
been repeatedly burned. An intensive rehabilitation program will be started promptly to restore the lands to
their maximum productivity.

Wood Supply

The following table shows the past five years’ supply of logs and pulpwood made available to Weyer-
haeuser’s mills, including that produced from purchased timber:

1952 19563 1954 1956 1956

Loas—(million board feet Scribner Log Scale)

Produced
Fromfeelands..........cooiiiiiiniiiniinennnnns 925 932 937 1,116 1,208
From purchased timber. ...................cooii.... 138 180 109 149 212
1,063 1,112 1,046 1,265 1,420
Purchased logs (net)............ciiiiiiniininnnnnn. 93 87 90 49 44

1,156 1,199 1,136 1,314 1,464

Produced logs by species—

OB T .t i e comss e st ot bl 000 s o s (8 LT R 81 638 689 642 743 786
Hemlocke: st haih samn aitie dodes dvhin) sebh oty 215 210 193 246 333
Ponderosa Pine. o od s ddinalovst ooy 2hbi L ol 88 96 102 105 102
AR s s e Sk ROYE SERN FaRE EERE S S G 58 53 48 75 85
(T 1T ) T LT T DAL M S 64 64 61 96 114

1,063 1,112 1,046 1,265 1,420

Purpwoop—(thousand cords):

PrOARCEd it v sl bt s Seiismn s Ea i e 52 45 120 193 213
PUTChaBe . com s nient 2ms s Sbh i mr o ricsd) sFie et 10 4 15 97 238
62 49 135 290 451

Wood chips for Weyerhaeuser’s pulp mills are produced in part from logs of a size, species or quality more
suitable for this use than for lumber or plywood, in part from pulpwood and the remainder from residuals from
Weyerhaeuser’s saw mills and plywood plants. The quantity of wood chips produced in the past five years is
shown below:

1952 1963 1954 1966 19566
Woop Caips—(thousand air dry tons):
Produced from—
Logsand pulpwood..........oociviniiinvinnins 631 746 881 829 882
Mill:pesidals ool sdiena, biodva ot IS oun 410 524 552 813 844
1,041 1,270 1,433 1,642 1,726
Purchaged ((Het): s o woms e v v ¢ v s (80) (58) 7 10 21
A o7 N R L BB oA LA S el B L LI e LR L 961 1,212 1,440 1,652 1,747

Manufacturing

Weyerhaeuser has followed a policy of grouping its production facilities at manufacturing centers con-
veniently located in relation to the timberland furnishing the wood supply. There are 10 such centers located
in the States of Washington and Oregon. The integration of mills producing lumber, plywood, pulp, paper-
board and other products facilitates making the most economical utilization of the forest harvest.

12



Lumber—Lumber is preduced in a wide variety of kinds and grades, emphasis being placed on quality of
product, made possible in part by providing facilities for kiln drying and surfacing. Weyerhaeuser’s lumber pro-
duction is estimated to represent about 39, of the total for the United States. Weyerhaeuser’s lumber production
for the past five years is shown in the following table (expressed in thousand board feet):

......................................... 1,046,000
........................ e eeeeere.... 1,117,000
......................................... 973,000
......................................... 1,193,000
......................................... 1,194,000

Plywood—Weyerhaeuser estimates that it accounts for approximately 214% of the total United States
production of Douglas fir plywood. Weyerhaeuser’s plywood production for the past five years is shown in
the following table (expressed in thousand square feet—34" basis):

Pulp and Paperboard—Weyerhaeuser estimates that it produces something less than 49, of the total United
States supply (including net imports) of chemical and semi-chemical pulp.

Weyerhaeuser utilized in 1956 approximately 419 of its pulp in its own manufacture of bleached paper-
board and unbleached containerboard, and sold the remaining approximately 599, to others. Weyerhacuser’s
pulp and board production for the past five years is shown in the following table (expressed in tons):

1952
1953
1954
1955
1956

Sold as Pulp
Sulphite Kraft
201,996 91,942
201,617 127,875
210,027 187,500
214,771 195,304
222,317 206,440

Gt D e oY Total
6,899 87,083 387,920
38,900 118,188 486,580
56,136 123,470 577,133
75,795 177,149 663,019
82,295 208,318 719,370

Other Products—Weyerhaeuser manufactures a variety of other products, including hardboard, particle
board, ply veneer, wood fibre and bark products, using principally residuals from its sawmills and plywood

plants.

13



Sales and Distribution

Net sales of Weyerhaeuser for the past five years, classified by principal products, are summarized below
(in millions of dollars):
Pulp and

Lumber Paperboard Plywood Other Total
TOBDE, vvos » eon seme sttt b D viors e s $156.8 $ 4.6 $10.0 $18.1 $239.5
TO53%: zos o s b B v o mmn e 156.5 69.3 14.2 17.5 257.5
LO5% e cas 5 v s 25 § vn satel o 150.1 82.8 12.9 16.7 262.5
VDB o wavems nsnis e & swn Sums oo 6% 180.5 96.9 18.3 21.0 316.7
L 51 S S 177.9 106.7 16.0 23.5 324.1

*Fxcluding sales of $20.5 million in 1952 and $19.3 million in 1953 by Wood Conversion Company, a former subsidiary
Weyerhaeuser's interest in this company was distributed to its shareholders on November 30, 1953.

Sales of lumber and plywood include products purchased by Weyerhaeuser from others in order to supply
a more complete line to customers. In 1956, products so purchased for resale represented approximately 24%,
of lumber and 229, of plywood sales. A substantial portion of these purchases was made from one company.

Weyerhaeuser Sales Company, a wholly-owned subsidiary, with headquarters in St. Paul, Minn., is
Weyerhaeuser’s principal distribution organization dealing in lumber, plywood and related products. Pulp,
paperboard, and certain fibre and bark products are sold by scparate sales departments.

Lumber and Plywood—Weyerhaeuser’s lumber and plywood sales represent principally (1) direct shipment
sales from its mills to customers, (2) sales from Weyerhaeuser’s nine wholesale distributing yards, and (3) sales
from Weyerhaeuser’s 87 retail yards.

Lumber and plywood shipments in 1956, by major classes of customers, were approximately as follows:

Lumber Plywood

Retail Yards®.......................... 74.69% 54.8%,
Wholesalers........cooveveiiniiinnnnn.. 9.2 32.4
THAUBEEIBY i 5 i waa s 2% s horacarismind § 11.7 9.2
OUHBE, boamating b vres o9 3 oo bdism e ¢ 4.5 3.6

100.09%, 100.0%,

*Includes sales through Weyerhaeuser’s own retail yards.

Pulp and Paperboard—No one customer accounted for as much as 109, of Weyerhaeuser’s pulp sales in
1956. A small, but increasing, amount of pulp has been sold in the export market.

Kieckhefer purchased approximately 469, and two other companies together approximately 297, of
Weyerhaeuser’s 1956 bleached paperboard production. Kieckhefer purchased approximately 219, and one
other company approximately 269, of Weyerhaeuser’s 1956 unbleached containerboard production.

Transportation

Weyerhaeuser Steamship Company, a wholly-owned subsidiary, owns and operates eight Liberty ships as a
common carrier in the intercoastal trade, carrying principally lumber eastbound and general cargo westbound.
Columbia & Cowlitz Railway Company, another wholly-owned subsidiary, operates as a common carrier from
a junction with main line railroads in Washington to a terminal near Weyerhacuser’s Longview, Wash. plant.
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Properties

In addition to its timberlands described above, Weyerhaeuser has manufacturing and other properties as
indicated below.

Manufacturing Plants
Capacity
per 8-hour shift
LUMBER— No. of Mills (thousand board feet)
Aberdeen, Wash. 1 160
Enumeclaw, Wash. 1 340
Everett, Wash. 2 480
Longview, Wash. 3 950
Raymond, Wash. 1 150
Snoqualmie Falls, Wash. 2 350
Cottage Grove, Ore. 1 150
Klamath Falls, Ore. 1 350
North Bend, Ore. 1 360
Springfield, Ore. 1 310
3,600
Annual Capacity
Prywoop— (Thousand Square feet—34” basis)
TOnEIaW " WaEh- ;. o5t 5w s 0a o 2 Pate 5ran e o ST s G LN R e 75,000
(@10 Y L By v 0o R | RN PRPUNIO T 1 S Mt PP S WOIE St g PP, | 55,000
BRI ERCI O heats Lot ST el v bonsmrot o och s s o Lt 8t o, e 55,000
185,000
Purr anNp ParEreoarD (daily capacities—tons)—
Flp Bleached Unbleached
Sulphite Kraft Paperboard Containerboard Total
Cosmopolis, Wash............. 400 — — — 400
Everett, Wash................. 310 340 — — 650
Longview, Wash............... 350 250 350 180 1,130
Springfield, Ore................ — — — 450 450
1,060 590 350 630 2,630
SpeciAL PropucTs— Annual Capacity
Longview, Wash.—bark products. . .........coiiiiirieeinneenerennss 10,000 tons
Snoqualmie Falls, Wash.—fibre produets. .. ......... ... ..., 15,000 tons
Klamath Falls, Ore.—hardboard................ ... ..o, 80,000,000 sq. ft. (1¢" basis)
North Bend, Ore.—particle board........ ... ciiiiiiiiiiiiiinnnn.. 15,000,000 sq. ft. (34" basis)
Springfield, Ore.—ply-veneer. ... ......cc.uiiiiiriininneeeennnennanas 40,000,000 sq. ft. (14" basis)

A chemical plant for production of the major portion of Weyerhaeuser’s requirements of chlorine and
caustic soda is located on the plant site at Longview, Wash.

Distribution Properties

Weyerhaeuser’s nine wholesale distributing yards are located at Baltimore, Md.; Newark and Freehold,
N. J.; Portsmouth, R. I.; Philadelphia, Pa.; Boston, Mass.; St. Paul, Minn.; Louisville, Ky.; and Los Angeles,
Calif. Six of such yards are owned in fee and three are located on leased land.

Weyerhaeuser’s 87 retail yards are located in Iowa, Minnesota, Montana, North Dakota and South
Dakota, some of which are on leased land.
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Recent Developments

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $169,000,000 for new
plants and facilities and for expansion and modernization of existing plants and facilities. Approximately 179,
of such total represented facilities for lumber and plywood, 549, for pulp and paperboard, 199, for logging
equipment and roads, and 109 for all other. During the same five year period, Weyerhaeuser made retire-
ments from its gross property account of approximately $21,000,000.

Principal plant expansion or acquisition during the five year period included the following:

Longview, Wash.—Substantial increase in kraft pulp production capacity, new bleached paper-
board plant, new unbleached containerboard plant and new chemical plant.

Springfield, Ore.—New plywood and ply-veneer plants and expansion of unbleached container-
board capacity.

Raymond, Wash.—New lumber mill to replace old facilities.

Everett, Wash.—New kraft pulp mill.

Klamath Falls, Ore.—New hardboard plant.

Snoqualmie Falls, Wash.—New fibre products plant.

North Bend, Ore.—New particle board plant.

Cosmopolis, Wash.—New sulphite pulp mill.

Aberdeen, Wash.—Lumber mill purchased.

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $13,000,000 for the
acquisition of timberlands.

In December, 1954, the R-W Paper Company was organized for the purpose of manufacturing and selling
glassine and greaseproof papers. This company’s mill was constructed at Longview, Wash., and is supplied with
pulp from Weyerhaeuser’s adjoining pulp mill. The mill, with initial annual capacity of 10,000 tons, commenced
production in June 1956. The capital stock of the R-W Paper Company is owned 509, by Weyerhaeuser and
509 by Rhinelander Paper Company, a subsidiary of St. Regis Paper Company.

In January 1957, Weyerhaeuser purchased a lumber mill, plywood mill and related facilities at Cottage
Grove, Ore. (the capacities of which are shown on page 15), together with approximately 55,000 acres of timber-
lands in that area, most of which is cutover land.

Directors and Officers
The following are the directors and executive officers of Weyerhaeuser:

Laird Bell Director
Carleton Blunt Director
*Norton Clapp Director; Chairman of Board
Edmond M. Cook Director
O. D. Fisher Director
*Edmund Hayes Director; Chairman of Executive Committee

*Chas. H. Ingram Director; Executive Vice-President
Henry T. McKnight Director

*John M. Musser Director; Vice-President
F. W. Reimers Director
C. D. Weyerhaeuser Director

*F. K. Weyerhaeuser

Director; President

J. P. Weyerhaeuser 111 Director

W. P. Gullander Vice-President

Howard W. Morgan Vice-President

Joseph E. Nolan Vice-President; General Counsel
Robert W. Boyd Controller

George S. Long, Jr. Secretary

H. E. Nelson Treasurer

*Member of Executive Committee.
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The directors of the surviving corporation will be the directors of Weyerhaeuser and H. M. Kieckhefer and
R. H. Kieckhefer.

Shareholders

As of March 13, 1957 there were approximately 7,500 shareholders of Weyerhaeuser. No one person
holds of record or is known by Weyerhaeuser to own beneficially as much as 109, of Weyerhaeuser’s common
shares. Each director and executive officer is a beneficial holder of common shares and certain directors and
officers, together with members of their immediate families, are beneficial and record holders of a substantial
number of common shares.

Employees

As of December 31, 1956 Weyerhaeuser and subsidiaries had a total of approximately 14,500 employees.
Most of the plant employees are members of unions. During 1954 an industry-wide strike resulted in a 9 to 12
week shutdown of most of Weyerhaeuser’s logging, lumber and plywood operations. Weyerhaeuser believes
that its relations with its employees are generally satisfactory.

RIGHT TO ABANDON MERGER

The Memorandum of Agreement (Exhibit B) provides that the merger may be terminated and abandoned,
either before or after approval of the shareholders of one or more of the respective corporations has been
obtained:

(a) by mutual consent of the respective boards of directors of the corporations.

(b) by the Board of Directors of any one of the corporationsif,in the judgment of a majority of its direc-
tors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling from
the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto will be tax-
free as to the corporations and the stockholders who exchange.

(c¢) by the Board of Directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(i) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of share-
holders of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares
which they otherwise would have been entitled to receive pursuant to the terms of the merger;

(ii) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(iii) the failure of Kieckhefer or Eddy to perform any agreement thereunder;

(iv) the inaccuracy or untruth of any material representation and warranty made therein by
Kieckhefer or Eddy;

(v) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy and its subsidiary or subsidiaries; or

(vi) The failure for any reason by any other party under the Agreement of Purchase and Sale
mentioned above under ‘“Proposed Merger—Agreement Relating to Stock Purchases by Weyer-
haeuser” to sell his shares to Weyerhaeuser as provided therein or the failure of any other party
to render full performance of his obligations thereunder.

(d) by the Board of Directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of:

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;
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(ii) the failure of Weyerhaeuser to perform any agreement thereunder;
(iii) the inaccuracy or untruth of any material representation and warranty made therein by
Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.

If the merger shall not become effective or is terminated or abandoned, each corporation has agreed to
pay all of its own expenses incurred in connection with the proposed merger, the negotiations leading to the
merger and any preparations made for effectuating the merger.

CERTAIN TAX CONSEQUENCES OF THE MERGER

In the opinion of counsel for the respective companies, the merger will not, under present Federal tax law,
result in the realization of gain or loss by any of the three companies or by their stockholders who exchange or
by the stockholders of Weyerhaeuser who retain their shares.

INDEX TO FINANCIAL STATEMENTS

Page

ANAILOTE GOLOIRCATO s s ims iins St i Saiioe Boo ol 5 6o A0S SR80 o e ¥ abkis il S imvbes Sasine Vidia s ik bediosd 42 19
Weyerhaeuser Timber Company and subsidiaries—

Consolidated balance sheet—December 31, 1056. .. ... ... . ittt e i it 20

Statements of consolidated income for the three years ended December 31, 1956.................... 22

Statements of consolidated surplus for the three years ended December 31, 1956.................... 23

Notes to financial statements. . . ....ooii it e 24
Kieckhefer Container Company and subsidiary—

Consolidated balance sheet—December 31, 1956. . ... ...ttt et e e eeee s 28

Statements of consolidated income for the three years ended December 31, 1956.................... 30

Statements of consolidated surplus for the three years ended December 31, 1956...... 2 R e e ae 31

Notes to financial statements. . . ... i e 32
The Eddy Paper Corporation and subsidiaries—

Consolidated balance sheet—December 31, 1956. ... ... coutiiiiiiiiei ittt iiineiaaaaann 36

Statements of consolidated income for the three years ended December 31, 1956.................... 38

Statements of consolidated surplus for the three years ended December 31, 1956.................... 39

Notes to financial statementss:, . « oo e ses s e igron d o s oo orsd siass s il Fwrn S5 ges v e S 40

Unaudited pro-forma consolidated balance sheet of Weyerhaeuser Timber Company after giving effect to
the proposed merger with Kieckhefer Container Company and The Eddy Paper Corporation......... 43

18



AUDITORS’ CERTIFICATE

We have examined the consolidated balance sheets as of December 31, 1956, and the related statements of
consolidated income and surplus for the three years then ended, of:

Weyerhaeuser Timber Company and subsidiaries
Kieckhefer Container Company and subsidiary
The Eddy Paper Corporation and subsidiaries

Our examinations were made in accordance with generally accepted auditing standards, and accordingly in-
cluded such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the accompanying consolidated balance sheets and related statements of consolidated in-
come and surplus present fairly the consolidated financial position of the respective companies as of December
31, 1956, and the consolidated results of their respective operations for the three years then ended, and all were
prepared in conformity with generally accepted accounting principles consistently applied by each company
during the periods under review.

We have also made similar examinations of the “Summaries of Consolidated Income” appearing else-
where herein; in our opinion, these summaries present fairly the consolidated results of operations of the respec-
tive companies for the five years ended December 31, 1956, and were prepared in accordance with generally
accepted accounting principles consistently applied by each company during the periods under review.

ArTHUR ANDERSEN & Co.
Chieago, Illinois,
February 23, 1957.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
CaBh o sams v sivsis steis sy e T wags U T S e D e & $ 17,286,382
Marketable securities at cost........ccoiiiiiiiii i i i e 40,070,690
Receivabled. . con soes sons o oo o Lims e sa6 Bas s e same S vees o $ 23,492,358
Less—Reserves for doubtful accounts. ............... ..., 363,328 23,129,030
Inventories (Note 3)—
Lumber and other finished products. . ............. ..., $ 11,168,428
TOFR NG g I ek DS A s wet R el e SN TR 10,375,361
OR DT LAV RABEEIIAIR . s n s wine wraialn s d sl biokacs sl minsien wimomla aimiie a0t be b 1,932,952 23,476,741
TLOtAl CUETONb ABROEE . oo v viamin 350s0 w5caie e WIRA VRS S0 SASPE s $103,962,843
SurpLy INVENTORIES, PREPAID EXPENSES, ETC.!
Materials and supplies, at average cost............ooiiiiiiiiiiiian, $ 4,319,455
Miscellaneous prepayments and deferred charges. ...................... 2,745,252 7,064,707
InvesTMENTS, TAX REFUND CrLAIMS, ETC.:
Investinents; ab:eosbi: ooy v vmns s s vens S99 s5E 5 00 VEles LEEE FOEE § $ 2,362,998
Claims for refund of Federal income and excess profits taxes............. 3,899,860
Long-term receivables..........ouuiiiiiniiii i i 769,894 7,032,752

TiMBER AND TiMBERLANDS, ETc., AT MaRcH 1, 1913 values determined for
Federal income tax purposes and approved by the U. S. Treasury Depart-
ment, plus subsequent additions at cost (Notes4and 5)................ - 86,352,076

REAL EsTATE, PLANTS AND EQUipMENT, AT CosT (Notes 4 and 5):

LA ¢ ¢ o naes Sies salhs aifime s brms SEiES Hilks Shm pros FeR Soms ks i s $ 3,917,050
Buildings and improvements. . . .......iii it i i e 50,831,091
Machinery and equipment. . ...t i 189,726,099
Rail and bruekrosid. . s s sarasen st s s smres s 3 e s 36,767,390
Uncompleted construction: . ... cveven v vin s ivns st soie suessissaes 48,677,170
$329,918,800
Less—Reserves for depreciation and amortization. ..................... 130,349,345 199,569,455

$103,081,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

CURRENT LIABILITIES:
Aceounts PAVADIS: cwsw sswiv v 5w v o SomE TR SR S e Sea B d s e $ 17,837,659
ACCEE BADITITIER: v woverss wumnimsruisnsins ssussis o st sase oiwmyre g sarsim s s s 15,554,520
Provision for Federal income taxes. ..........ccoiiiinn. $ 37,207,111
Less—TU. S. Government securities. ...........vvuiiunneneonnnnnennn 36,700,000 507,111
Total current liabilities.. .......ccvvviiiiiininiiiii s, $ 33,899,290

CAPITAL STOCK AND SURPLUS:

Capital stock, par value $7.50 per share, 25,000,000 shares authorized
and issued (NOtE 0) ..t inet ettt e tsesesnnnrnnneeeennnnnns $187,500,000

Increase in value of timber and timberlands resulting from March 1, 1913
revaluation—see accompanying statement. ..............ccoiiiiinn.n. 24,982,760

Earned surplus (income retained in the business)—see accompanying state-
T g A S T 159,987,764

Treasury stock, 78,701 shares, at cost (Note 7).......ccvvveeviinnnn... (2,387,981) 370,082,543

$403,981,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME

For the Three Years Ended December 31, 1956

SaLEs AND OTHER INCOME:
Gross sales, less discounts and allowances................

Other income (net)—

Proceeds from sale of timber and timberlands..........

Transportation and terminal revenues (net)............

Ioterest INCOMIO .« i « sv wioren swin ssime swnss e sisinn vais o

Cash discounts received. ...............coivvunnnnnn.

Profit on sale of U.S. Government securities and
commercial paper (Note 8). ..........ccoiiiiinn...

Miscellaneous income (net) . ..........ccoveiuniiann..

CosT oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, deple-
tion, amortization and taxes as shown separately below—
Cost of sales (Note 3).......ccovrveeiinennennn..
Selling and shipping expense. ..............ccvov.n..
General and administrative expense.................

Depreciation, depletion and amortization (Notes 5 and 10)
Taxes other than taxes on income (Note 10).............

Provision for doubtful accounts. . ......................

Total cost of sales and expenses. ...............

ProvisioN ror TAXES oN INCOME:
Federal—mormal and surtax. . .........ccoviirinnnnnn...

Year Ended December 31,

1954 1966 19566
$262,496,948 $316,732,545 $324,129,330
$ 1,368,421 $ 1,609,598 § 1,229,354

834,977 1,443,988 1,518,842

798,686 1,286,678 2,562,732

1,374,767 1,529,007 1,431,883
1,378,989 706,558 —_

815,435 1,126,256 661,886

$ 6,571,275 $ 7,702,085 $ 7,404,697

$269,068,223 $324,434,630 $331,534,027

$159,647,000 $185,424,628 $192,046,336
12,265,885 13,470,629 14,218,781
11,055,145 11,892,205 11,402,762
18,098,974 22,490,522 24,310,461
8,154,934 9,799,452 11,748,991
39,544 29,651 28,761
$209,261,581 $243,107,177 $253,756,142
$ 59,806,642 $ 81,327,453 $ 77,777,885

$ 23,700,000
596,287

$ 31,100,000
986,423

$ 25,600,000
731,282

$ 24,296,287

$ 32,086,423

$ 26,331,282

$ 35,510,355

$ 49,241,030

$ 51,446,603

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-

dated income.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

Year Ended December 31,
1954 1966 1956

EARNED SURPLUS (income retained in the business)

Balance at beginning of year............................. $120,784,292 $138,528,433 $132,677,686
Add:
Net income from statements of consolidated income. . . ... 35,510,355 49,241,030 51,446,603
Realization of March 1, 1913 increase in timber value, trans-
ferred to earned surplus (see statement below)........... 866,795 1,054,252 788,625

$157,161,442 $188,823,715 $184,912,914

Deduct:
Dividends paid ($.75 per share in 1954, and $1.00 per share
in 1955 and 1956 on shares outstanding after giving effect

to 4-for-1 split in 1955).. . . ccccviviinnnnnnnsnnsnsnsns $ 18,633,009 $ 24,896,029 $ 24,925,150
Amount transferred to capital stock (approved by share-
holders on December 22, 1955) (Note 9)............... — 31,250,000 —
$ 18,633,009 $ 56,146,029 $ 24,925,150
Balance:atend oF WeT oo 1 v v wns wesh samim sovd Hes saas w $138,528,433 $132,677,686 $159,987,764

INCREASE IN VALUE OF TIMBER AND TIMBERLANDS
RESULTING FROM MARCH 1, 1913 REVALUATION

Balance at beginning of year.............ciiiiiiiiiin.. $ 27,692,432 $ 26,825,637 § 25,771,385

Deduct—Realization, through sales, of March 1, 1913 increase
in timber value, transferred to earned surplus (see statement
BIONE iunis ool s S s S e SR TaTha, ekt e i 866,795 1,054,252 788,625

Balanceiatend Of Jear 4/l s Suses st cveer snarerd by wsnds as $ 26,825,637 $ 25,771,385 § 24,982,760

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-
dated surplus.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(1) ProrosEp MERGER OF KiECEHEFER CONTAINER CoMPANY AND THE Eppy PAPER CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis oF CONSOLIDATION:

The consolidated financial statements include the accounts of Weyerhaeuser Timber Company and all
wholly owned subsidiaries.

Intercompany accounts, sales and profits have been eliminated in consolidation.

Investments in subsidiaries consolidated at December 31, 1956 were carried on the books at $3,095,394
which was $5,786,935 less than the company’s equity in the underlying net assets of such subsidiaries.
This difference represents the company’s equity in undistributed earnings of such subsidiaries since
acquisition and has been included in consolidated earned surplus.

(3) VALUATION OF INVENTORIES:

Inventories of logs, lumber, plywood and pulp at December 31, 1956 ($16,266,104) were priced at cost,
determined on the basis of last-in, first-out. Other products and raw materials were priced at the lower
of average cost (determined on the basis of first-in, first-out) or market. These methods of pricing
were adopted as of January 1, 1941, and have been used consistently since that date. Inventories
used in determining cost of sales were as follows:

Amount
At December 31, 1953 . . . . ... it i i i $14,256,481
Al December 81, JIDL: . ciun s s s s soiswise ssite. s @ 16,023,930
At Dacamber 8L, I0BH: ivuun vawn svs v siaws s oves s S5 4 16,542,719
At Dieoernber 81, 19006 . .o s suinn ovws s dsns feis foss vk ws 23,476,741

(4) TimBER, TIMBERLANDS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timber, timberlands, plant, property and equipment are carried do not purport
to represent replacement or realizable value.

(5) DEPRECIATION, AMORTIZATION AND DEPLETION PoLicy:

Depreciation of plants and equipment, including main line railroads, has been provided generally at
rates based upon the estimated service lives of the properties. Assets acquired prior to January 1,
1954 have been depreciated at straight line rates. Beginning that date capital investments in new
plants and equipment have been depreciated on the sum of the years’ digits or declining balance meth-
ods. Itisnot practicable to present all the rates used in computing the annual depreciation provisions;
the effective annual rates for the principal classes of properties during the period under review were
ag follows:




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

1954 1966 1956
Buildings and improvements—
TDEETOUIE o. wretin il s wrerminmimbini sans mimsose anoiivinbtad et 20 4.0% 4.09%, 4.19,
o T3 S e - B 3.0 3.4 3.5
Wiooas ODETALIONIE. 5 o varivui v 55w mwsi. ¥Heess) d6ves 653 vkt GUSTai Mot ¢ 5.8 7 Tad
Wholesale and retail yards.........cciviiiiiinneniviiinnianes 2.8 3.2 3.2
Other DrOPORtY v i almirasss nans Vs swis S sains S Ge as 3.2 4.4 4.0
Machinery and equipment—
Tatabernilli. o, Jo e R S DA s S vt Fonsind Sbier sisisd 4.3 5.8 6.0
35§ er ML NG L e e R O o SPRNE Wt SRR DRI, e ke 5.6 6.6 6.9
'Woods ODOFATIONSY & o ity el o oeus Srs Do i Svas sume S v 11.7 12.1 12.0
Wholesaleand retail yards..............coiiiiiiineinnnnnnn.. 5.9 6.5 7.0
RS PRODEEEY e ! ot s et s L s v s s Tt e 11.6 11.4 11.0

Amortization of logging railroads and truck roads has been determined on the basis of the estimated
quantity of timber to be hauled over these roads.

Depletion of timber has been charged to operating costs as timber has been harvested, or lost as the
result of fire, storm, insect infestation or other casualties. Depletion rates have been based on March
1, 1913 values plus subsequent additions at cost, related to the estimated total recoverable saw
timber. Realization, through sales, of March 1, 1913 increase in timber value is recognized currently
by a transfer of the applicable amount to earned surplus.

Maintenance and repairs, and minor replacements of property are charged to expense as the expenditures
are made, except that extraordinary major repairs which extend the life of the property are charged
to the reserve for depreciation. Betterments and replacements of major units of property are capi-
talized and the replaced items are retired. The cost of property sold or retired is removed from the
plant accounts, the accumulated depreciation thereon is removed from the depreciation reserve, and
the net gain or loss is carried to the income account.

(6) RETIREMENT PLANS:

The company and certain of its subsidiaries have established retirement plans for salaried and certain
hourly employees, the costs of which are being contributed in full by the companies. Under the terms
of the trust agreements, funds contributed by the companies to meet the purposes of the plans, to-
gether with the earnings thereon, are to be held, managed and invested by independent trustees.
The companies have reserved the right to amend or terminate the plans at any time. Past service
costs under these plans have been funded at December 31, 1956. Contributions to these plans during
the period under review, included in cost of sales and expenses, were as follows:

Current Past Service

JHBL. o st s e S Bsessccrn v v $1,133,751  $ 68,375
B b e T S S VT 1,183,519 973,762
LD, s wcns e W s et B e 0 S RN NS 1,238,937 138,972

The company has agreed to establish a retirement plan for hourly employees in the logging, lumber
and plywood operations. This plan is scheduled to become effective June 1, 1957 and is an extension
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WEYEREAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

of the noncontributory plan already applicable to other hourly rated employees. Past service cost is
estimated at $13,125,000 at the effective date of the plan. The cost for current service for the first
year of the plan will approximate $915,000.

(7) IncenTIVE STOCK OPTION PLAN:

On May 20, 1952 the Board of Directors adopted an incentive stock option plan under which plan, as
amended, employees of the company or its wholly owned subsidiaries could be granted options to
purchase not more than 300,000 shares (after adjustment for stock split—Note 9) of the capital stock
of the company. Any options granted under the plan become exercisable after one year of continued
employment following date of issuance and expire not later than ten years from date of issuance, or
earlier in the event of death or termination of employment. The option price may not be less than
959 of the fair market value of the shares on the date the option is granted.

Pursuant to the plan, options to purchase 190,236 shares of capital stock at $17.50 per share, 25,460
shares at $24.50 per share, 9,064 shares at $36.00 per share, and 19,620 shares at $40.00 per share
were granted to certain officers and employees on September 22, 1952, November 17, 1954, August
30, 1955, and June 13, 1956, respectively. All such options expire seven years from date of issuance,
or earlier in the event of death or termination of employment. One of the September 22, 1952 options
for 4,800 shares expired three months after termination of the optionee’s employment. Other informa-
tion pertaining to these options is summarized below:

Shares as to which options were outstanding at December 31, 1956:

at Grant Date at Grant Date
Da.:;}ergﬁt;igns 01?'%?11:::5 Per Share Total Per Share Total
Sept. 22, 1952........... ... ..., 22,164 $17.50 $ 387,870 $17.50 $ 387,870
Nov. 175 P64 i saeis vas v o v & 16,733 24.50 409,958 24.50 409,958
Aug. 30,1955, ....... .. ... .. ... 9,064 36.00 326,304 36.00 326,304
Junie 13,1986 .0 v wrem siam & ais 4 19,620 40.00 784,800 40.00 784,800
67,581 $1,908,932 $1,908,932

Shares as to which options became exercisable during the years 1954, 1955 and 1956:

Option Price at Quoted Value at
; First Exercisable Date First Exercisable Date
Date Options Number
Year Granted of Shares Per Share Total Per Share Total
1955 Nov. 17, 1954 . ou vovn s 25,460 $24..50 $ 623,770 $42.00 $1,069,320
1956 Aug. 30, 1955, ........... 9,064 36.00 326,304 40.00 362,560
34,524 $ 950,074 $1,431,889
26
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Shares as to which options were exercised during the years 1954, 1955 and 1956:

lt)lbpt.ion Price at Quoted Value at

Dates Options Number ate of Exercise Date of Exercise

Year Granted of Shares Per Share Total Per Share Total
1954 Sept. 22, 1952............ 50,140 $17.50 $ 877,450 $23.54 $1,180,485
1955 Sept. 22, 1952............ 81,576 $17.50 $1,427,580 $33.67 $2,746,991
Nov: 17, 1954 cuns vmn s 3,912 24.50 95,844 42 .37 165,738
85,488 $1,523,424 82,912,729
1956 Sept. 22, 1952............ 31,556 $17.50 $ 552,230 $39.93 $1,260,170
Nov.17,1964............ 4,815 24.50 117,967 40.64 195,698
36,371 $ 670,197 $1,455,868
171,999 $3,071,071 $5,549,082

All of the options exercised have been satisfied by the issuance of treasury stock and of the 78,701 shares
held in the treasury at December 31, 1956, 67,581 are reserved for the options outstanding at that date.
The gain or loss on disposition of treasury stock is credited or charged to income as each option is exer-
cised, otherwise no charges have been made to income with respect to any of these options.

(8) SALE OF MARKETABLE SECURITIES:
The cost of marketable securities sold is determined on the basis of identified securities.

(9) CarrTAL STOCK:

Effective December 30, 1955 the company’s 6,250,000 shares of capital stock having a par value of $25
per share were changed into 25,000,000 shares each having a par value of $7.50. In this connection
$31,250,000 was transferred from earned surplus to the capital stock account, making the total capital
stock $187,500,000.

(10) SUuPPLEMENTARY INCOME AccoUNT INFORMATION:
Year Ended December 31,

1954 1956 1966
Charged directly to cost of sales and expenses:
Maintenance and repairs. . .......oiiiiiiiniiennn. $16,123,664 $19,444,173 $22,224,375
Depreciation, depletion and amortization............. 18,098,974 22,490,522 24,310,461
Taxes other than taxes on income—
Real estate and personal property................. $ 4,471,087 % 5,139,874 $ 5,253,086
S06IAL BECUTIET . + + v ov vvvv e eims s ose sss oimne snns smess 1,680,173 2,004,492 2,332,205
Franchise. . .....cooiiriirii ittt 425,091 655,925 780,277
Miscellaneous. . ..o e i i e 1,578,583 1,999,161 3,383,423
Tl FEE A S s voni simn vos 8 oS SRS Bods aane i $ 8,154,934 $ 9,799,452 $11,748,991
Rentsandroyalties..........c.ovviiiiiiinrinennnn. $ 547,823 $ 619,302 § 661,578
Charged to other income accounts:
Maintenance and repairs. . .........coiiiiienaaaa.. $ 1,083,463 $ 1,161,928 $ 1,258,186
Rents and royalties............ccoviviveeennennnn., 415,270 433,808 448,904

No management or service contract fees were paid.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
IBETE, oo s i marmt s e e s 8 RS Taaie BUAE % BTSSR BT e s $ 4,756,041
Notes receivable from The Eddy Paper Corporation, current portion....... 1,100,000
ROCRIVADIOR. . . o o cios o s s aiaioie mimn aiaiam 2mrs Siamme amies Smdie Fimmisiaia aisisa Riasme mm $ 7,831,704
Less—Reserve for doubtful accounts and cash discounts................ 258,223 7,573,481
Inventories, at average cost or market, whichever lower (Note 3)—
Work in process and finished goods. ..............ci i, $ 2,114,285
BOILBLOCK.. ...t viminir: minih i bmbo biri wivision wfeiiom bismssicn smcs T on Hnsiesn Soiion sosimin sinad 2 5,912,413
Rawmaterials. . . ...t ittt i e 1,937,066 9,963,764
Total current BE8et8. .o w s wos s s s onis sies e sene sals s el o $ 23,393,286
SuppLy INVENTORIES, PREPATD EXPENSES, ETC.:
Materials and supplies, at average cost...........ccoviiriiii .. $ 1,187,503
Miscellaneous prepayments and deferred charges. ....................... 521,206 1,708,709
InvESTMENTS, ADVANCES, ETC.:
Investment, at cost—
The Eddy Paper Corporation—
Common stock, 26,090 shares (Note 1).....cvviiinnnninnnnnnnnnnnns $ 805,491
Notes receivable, due $1,100,000 annually to 1960 and $500,000 annually
thereafter, less current portion above............................. 5,800,000
Miscellaneous physical property, less reserves. ...........coviviinnnnann. 1,403,285
(1021 o S U S R S P = e e ST 807,296 8,816,072
ConstrucTiON FunD, for improvement and expansion programs as authorized
by the Board of Directors (INote4).....ooviveernerinnnnneeennnnnnnnnnns 15,000,000
TiMBERLANDS AND TiMBER RigHTS, at cost (Notes5and 6)................. 12,134,835

PLANT, PROPERTY AND EQUIPMENT, at cost (Notes 5 and 6):

] D773 To IO PN SRS R . NS, VI [ SRR [ SOy SNy MOCIRS WS 0 SIS - $ 428,658
Buildings and improvements. . . ....... ...t i i 17,120,141
Machinery and equipment, ete. ........ ...ttt 51,142,597
Unictmpleted consbraction:: b oo vivs vissas swswwis s svss sevs oo i 1,476,643
$70,168,039
Less—Reserve for depreciation and amortization. ....................... 27,256,549 42,911,490

$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated balance
sheet.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

LIABILITIES

CURRENT LIABILITIES:
AdB0UNts payablé:Fi.. o vanaMain cows swsm enm s sess Ses seEs Vs S08E & $ 1,936,179

Accrued Labilities. . . ...t e e 1,470,077
Provision for Federal income taxes. .........outtvrveiineeinneennnannns $11,812,431
Less—U. S. Treasury Notes. .. ....ivuiiiiiiiiiiiiiiiiiiiinennnnnns 11,812,431 —
Total current Habilibies. .. ovw v v onle suiminen suits sasis sn s a'sie o $ 3,406,256

MinoriTY INTEREST IN CoMMON STOCK AND SURPLUS OF SUBSIDIARY........ 7,051,903

CAPITAL STOCK AND SURPLUS:
Common stock, no par value—

Authorized 30,000 shares, outstanding 29,889 shares, stated at.......... $ 5,977,800
Paid-in surplus—see accompanying statement................ccciviin.n.. 11,841,129
Earned surplus (income retained in the business)—see accompanying statement 75,687,304 93,506,233

$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

STATEMENTS OF CONSOLIDATED INCOME

For The Three Years Ended December 31, 1956

Year Ended December 31
1964 1956 1956
SaLES AND OTHER INCOME:
Gross sales, less discounts and allowances (Note 8).......... $65,628,913 $78,212,044 $86,520,628
Other income (net)—
Dividends received on common stock of The Eddy Paper
COrpOLation: : « wusy swss msn s wams 880 e SRS SeE A $ 313,080 $ 313,080 $ 365,260
Interest income (net).......covviiiiviiiniiiivennnnnnn. 343,380 523,229 792,819
Cash discountsreceived. .........covviiiiiiinennnnnnn. 196,842 216,390 263,152
Net gain or (loss) on disposal of machinery and
equipment, etc.. . . . ...t i i i (92,969) 134,271 138,197
Miscellaneous income (net) . ......ccovvevnnniinnnnnnn. 147,123 63,216 (22,959)
$ 907,456 $ 1,250,186 $ 1,536,469
$66,536,369 $79,462,230 $88,057,097
CosT oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, depletion,
amortization and taxes as shown separately below—
Cost of sales (Note 3).......covtininiiiiiiiiaaeennn $43,503,932 $51,561,255 $58,685,285
SOl lNg BXPONEaL.: sl e aramars e S S S e 455 e 1,941,769 1,984,873 2,098,744
General and administrative expense.................... 1,182,857 1,037,207 1,124,585
Depreciation, depletion and amortization (Notes6 and 9).. . ... 2,992,323 3,533,387 4,130,449
Taxes other than taxes on income (Note 9)................. 713,630 912,908 962,830
Total cost of sales and expenses................... $50,334,511 $59,029,630 $67,001,893
Income before taxes on income.................... $16,201,858 $20,432,600 $21,055,204
Provision ror TAxns oN INcoME:
Federal—mormal and surtax.............ccooviiiinnenn... $ 8,560,000 $10,100,000 $10,540,000
D000 ¢ v o vans s F o B S TR e e Srein e e o 308,868 312,426 415,336
$ 8,868,868 $10,412,426 $10,955,336
Income before deducting minority interest.......... $ 7,332,990 $10,020,174 $10,099,868
MinoriTY INTEREST IN NET INCOME OF SUBSIDIARY............ — 312,678 412,422
NOb TGO s 5w s 5 S U0 Lvem Ses Lare e i $ 7,332,990 $ 9,707,496 $ 9,687,446

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of

consolidated income.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

STATEMENTS OF CONSOLIDATED SURPLUS
For The Three Years Ended December 31, 1656

Year Ended December 31
1954 19566 1956
EARNED SURPLUS (income retained in the business)

Balance at bepinning of Feat.. qumms sams vsn vems v wams vess s $51,184,121 $57,809,447 $66,806,861

Add—Net income from statements of consolidated income... ... 7,332,990 9,707,496 9,687,446
$58,517,111 $67,516,943 $76,494,307

Deduct—Cash dividends on common stock, $24 per share in 1954
and 1955 and $27 per sharein 1956........................ 707,664 710,082 807,003

Balanice atiend ol eat... ... ales o e s ariius i sve st $57,809,447 $66,806,861 §75,687,304

PAID-IN SURPLUS

Balance at beginning of year.................iiiiiiiiiiiia... $ 138,807 $10,812,004 $11,841,129

Add:
Excess of sales price of 403 shares of the Company’s common
stock sold to certain officers and employees over stated value
HhEEEOE. . & v s won v snis s Sas el G e o Al . —  $1,029,125 § —
Excess of sales price of common stock (a 209, interest) of sub-
sidiary sold by the subsidiary over par value thereof, less
amount applicable to minority interest................ ... 10,673,197 =5 —

$10,673,197 $ 1,029,125 $§ —

Balance af 60d of YeAr.. . voc s cmes s s e s soas s 55w v $10,812,004 $11,841,129 $11,841,129

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of
consolidated surplus.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

(1) ProrosEp MERGER OF KIECKHEFER CONTAINER CoMPANY AND THE Eppy PAPER CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis or CONSOLIDATION:

The consolidated financial statements include the accounts of the Company and North Carolina Pulp
Company, an 809, owned subsidiary. On December 30, 1954, The Eddy Paper Corporation acquired
from the subsidiary 209 of its presently outstanding common stock. Prior to such date, the Company
owned all of the outstanding common stock of the subsidiary.

Intercompany accounts, sales and profits have been eliminated in consolidation.

The Company’s equity in the net assets of the subsidiary was $25,607,614 in excess of the Company’s
investment therein at December 31, 1956. Of this amount $14,934,417, representing undistributed
earnings since date of acquisition, has been included in earned surplus in the consolidated balance
sheet, and $10,673,197, representing the Company’s equity in paid-in surplus of the subsidiary, has
been reflected as paid-in surplus in that statement.

(3) INVENTORIES:

The opening and closing inventories used in determining cost of sales during the three years ended
December 31, 1956, were—

December 31—
1958 & i dvise snm winis ovss $7,090,943
1954 oo snns von v s 8,166,859
1968  coves v i st e 8,021,711

1966°  cuwen s annadis 9,963,764

(4) ConstrucTiOoN Funp:

Construction fund for improvement and expansion programs authorized by the Board of Directors
represents cash of $3,206,977 and U. S. Treasury Notes of $11,793,023.

(5) TmmBERLANDS, TiMBER RiGHTS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timberlands, timber rights, plant, property and equipment are carried do not
purport to represent replacement or realizable value.

(6) DEPRECIATION, AMORTIZATION AND DEPLETION PoLICY:

Depreciation of plant, property and equipment has been provided generally at rates based upon the
estimated service lives of the properties. Assets acquired prior to January 1, 1954, have been depre-
ciated at straight line rates and those acquired subsequent to that date on the sum of the years’
digits method. It is not practicable to present all of the individual rates used in computing the
annual depreciation provisions; the effective annual rates during the period under review for the
principal classes of properties were as follows—
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1954 1955 19566

Buildings and improvements—

Palpanill . i o T s St s s i e 4.3% 4.5%, 4.99,

Milk carton PIARLS. . ccov cowi o5 vonsmvs vvims s Sois 2.6 3.0 3.3

Container plants. . .......ooviiiiiiiriiiinnnnns 2.7 2.8 3.0
Machinery and equipment, etc.—

Pulpmill. . .covnimon cvne dome wmeviiin siases s wmimimors s 6.8 7.2 7.6

Milk carton PLante:, ..oua wown sues sumsieans s p s 9.0* 10.5* 9.7

Container plants.t. v o hellidiod sl s man seon s v 6.6 7.1 7.1

|

*Excludes special provision for obsolescence of 3.9% and 2% in the years 1954 and 1955, respectively.

Depletion of timberlands and timber rights is computed on the basis of estimated total recoverable
timber at time of purchase without giving consideration to regrowth.

Maintenance and repairs and minor replacements of property are charged to expense as the expenditures
are made. Betterments and replacements of major units of property are capitalized and the replaced
items are retired. The cost of property sold or retired is removed from the asset accounts, the accu-
mulated depreciation thereon is removed from the depreciation reserve and the net gain or loss is
carried to the income account.

(7) RETIREMENT PLANS:

The Company and its subsidiary have established separate retirement plans for certain hourly employees,
effective August 1, 1956, and December 1, 1951, respectively. Both plans provide for regular contri-
butions, through payroll deductions, by the participating employees, with the balance of funds
needed to meet the purposes of the plans to be contributed by the companies. Under the terms of
trust agreements, all funds contributed under the plans, together with earnings thereon, are to be
held, managed and invested by independent trustees. The companies have reserved the right to
amend or terminate the plans at any time. The Company intends to fund past-service costs under
its plan over a ten-year period, commencing August 1, 1956, and estimated past-service costs of
$553,984 had not been funded at December 31, 1956. All past-service costs of the subsidiary’s plan
have been funded. Contributions to these plans during the period under review, included in cost of
sales and expenses, were as follows—

Past
Current Service
I T T e $ 33,510 $ —
OB o s wova w5 B iR Sa 38,366 —_
1966. . ..ottt it 61,301 24,086

$133,177 $24,086

(8) SALES OF THE SUBSIDIARY:

All of the sales of the Company’s subsidiary for the years ended December 31, 1954 and 1955, and the
three months ended March 31, 1956, were made to the Company under a cost-plus contract. Sub-
sequent to April 1, 1956, the subsidiary sold approximately 209, of its paperboard output on a similar
cost-plus basis to The Eddy Paper Corporation.




KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

(9) SUPPLEMENTARY INCOME AcCOUNT INFORMATION:
Year Ended December 31

1964 1956 1966
Charged directly to cost of sales and other income accounts—
Maintenance and repairs. .. ... ......iiiiiiii., $2,815,770 $3,428,856 $4,358,352
Depreciation, depletion and amortization................ 2,992,323 3,533,387 4,130,449
Taxes other than taxes on income—
N L —— $ 188,982 $ 276,881 $ 285,382
Bocial BBCUTILY . <o v somis sow s asis < 250 5 sl SRS 5 375,096 422,116 440,316
FraAOBIRe wsven ams. sute s00s Sius a0 S s v Sns saa k& 86,645 150,161 179,645
[T A e s [P N SRS U A SR 62,907 63,750 57,487
$ 713,630 $ 912,908 $ 962,830
Management and service contract fees. . ................ None paid
BEBE. con vonv ssio s 5 men e 5 Sn §am e Thd SE S Not significant
ROVAIEHE e - - e i e, main e s B e S T B TGS $ 333,155 $ 508,041 $ 588,846
Provision for doubtful accounts. . ...................... 160,021 41,237 35,613
Charged to plant, property and equipment—depreciation... ... — 7,382 7,491

(10) Prorir-SHARING PLAN:

Kieckhefer Container Company and its subsidiary have established a profit sharing plan for employees
and officers who are compensated on a monthly salary basis. Under the plan, all contributions are
made by the companies to a Trust which is administered by a committee. The companies have
reserved the right to amend or terminate the plan at any time; however, all contributions, together
with the earnings thereon, at the date the plan is terminated remain the interest of the participants
and do not revert back to the companies. Contributions during the period under review, charged
to income, were as follows:

i AP el N . et PR ot Pt LI $288,964
T el St e 333,418

JOBB .« it wmnons somis o wsmior o o musiars wisvcan mws s Ve sl S i s SRR AmRS e & 367,613
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
CHEN s o it i SR o i S 00 o A e e T S8 s et o e $ 4,152,534
Marketable securities at Cosb.......vvivrinrieriirirriirarenrieneanes 1,800,000
ReCeivables. .. ..ottt i i i ettt et $ 3,234,224
Less—Reserves for doubtful accounts. ........ccvviiviieiinnnnnnn, 127,512 3,106,712
Inventories (Note 3)—
WOk T PYOCERE: « oo s wsins s saieis s Sias Sisiets serat Seiee shets sioieis aderave s $ 1,244,738
Paperboard, waste paper and pulp........ooviiiiniiiiiiiiiiiiiinn., 3,072,990 4,317,728
‘Totad cutrent 888et8: cuves svon v st swi s sl SRas s P Wens & $13,376,974
SuprpLY INVENTORIES AND PREPAID EXPENSES:
Supplies, at average Cost. . . ...ttt e i e $ 555,080
Prepaid eXPenien - o: sorn susd s 50 sue i S ek i B S S e SR S 139,256 694,336
INVESTMENTS, ADVANCES, ETC.:
Investment in North Carolina Pulp Company (Note 4)................... $17,000,000
Investment in and advances to Ace Folding Box Corporation exclusive of
advances of $53,000 included in current assets (Note 5)......ccovvvunnns 820,655
OBHET¢ a5 3o5 s 5wl e R S S Sra e i, R s mieie e B 246,423 18,067,078
PranT AnND EQuipMENT (Notes 6 and 7):
Cost Reserves Net
ANk 55t e s s e T s e S et 5 $ 137,047 § — $ 137,047
BB o o oo swen waiws wows wmms s 3o Ew & 8,085,663 3,108,360 4,977,303
Machinery and equipment, ete................ 14,353,780 7,600,000 6,753,780
$22,576,490 $10,708,360 $11,868,130 11,868,130
$44.,006,518

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-

ance sheet.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

LIABILITIES

CURRENT LIABILITIES:
Current maturities of notes payable to Kieckhefer Container Company

(INIGEE )., « o onmin sissivimsnst wgsouemass (EUstsa Beerton §5wsris et sitain i asiois Fuesfsd) SEURS 5 Ealp wnnie $ 1,100,000
ACCOMNLE PAYADIE . ciu cns swms swny cmws sam s i s s Ses Sas vas SEEE EaaE Sas 1,683,496
Accrued liabilities.. . .. ... vvireiiiiinniiii it it s 929,398
Provision for Federal Income taXe8. .......oo e eeeernnrnenensensnnnns $3,909,409

Less—U. S. Government Securities.........oovieiieernerrnnneenonnrens 600,000 3,309,409

Total current Habilities. . ... vvvieen et et eececi e ineeenann $ 7,022,303

Nores PayaBLE To KinckHEFER CoNTAINER ComPANY, 3149, unsecured, due
$1,100,000 annually to 1960 and $500,000 annually thereafter, less current ma-
QUrIties ADOVE IINOEE A) o somonrvimomsnisainn saems Coi o b aah Som s v s v 5,800,000

CAPITAL STOCK AND SURPLUS®

Capital stock, no par value, 200,000 shares authorized, 190,049 shares issued. $ 4,772,830

Paid-in surplus—see accompanying statement...................ccoiunan. 3,907,658

Earned surplus (income retained in the business)—see accompanying statement 22,703,095

Treasury stock, 8,634 shares, at cost. .........ciiiiiiiiiniiiniernnnnns (199,368) 31,184,215
$44 006,518

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME
For The Three Years Ended December 31, 1956

Year Ended December 31

1954 1955 1966

SaLes AND OTHER INCOME:

Gross sales, less discounts and allowances................... $43,481,628 $44,770,024 $45,949,920

Other income or (deductions) net—
Cash discounts received

INterest INCOME: . s v v e b eas see s @b e s s 95,117 29,150 108,725
Triterenl GRPONNG 4 vows s wos v's 000 B U Mams e ¥ 450 T o (3,081) (104,715) (269,453)
Profit or (loss) on disposal of plant and equipment......... (5,869) 44,349 (7,266)

Miscellaneous income (net)

................................ $ 213,550 $ 219,049 $ 145,308

............................. 15,186 19,254 (15,944)

$ 314,903 $ 207,087 $ (38,630)

$43,796,531 $44,977,111 $45,911,290

Cost oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation and taxes
as shown separately below—

Costof sales(Note 3) . ....oovvriiiiiiien.. $31,986,874 $32,843,432 $32,503,339
Selling and shipping expenses. . ...........c.coiviuiennn. 2,824,926 2,723,965 2,823,306
General and administrative expenses................... 749,947 786,862 822 857
Depreciation (Notes 7and 10)...........coiviiiiiiinn... 915,915 1,045,212 1,207,202
Taxes other than taxes on income (Note 10)................ 401,392 444,953 453,825
Provision for doubtful accounts. ............... ... .. ... 10,332 17,500 15,000
Total cost of sales and expenses. ..........ocvvvvunn. $36,889,386 $37,861,924 $37,825,529

$ 6,907,145 $ 7,115,187 § 8,085,761

ProvisioN For Taxes ON INCOME:

Federal—mormal and surtax. .. ........... .. ciiiiiiiia.. $ 3,635,000 $ 3,619,000 $ 4,142,000
77 AP 80,000 81,000 78,000
$ 3,615,000 $ 3,700,000 % 4,220,000

NetInCome. .. .vvve ittt iiieeiennnrenanennns $ 3,292,145 § 3,415,187 § 3,865,761

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of con-

solidated income.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

EARNED SURPLUS (Income Retained in the Business)

Year Ended December 31
1954 1956 1956
Balance at beginning of year. . .......... ... ccoiiiiiiiiinn. $18,792,746 $20,052,235 $21,376,766
Add—Net income from statements of consolidated income. .. ... 3,292,145 3,415,187 3,865,761
Deduct—Cash dividends paid ($12 per share in 1954 and 1955, and
$l4persharein 1956)........cccviiiniirriiinneieennnnns (2,032,656) (2,090,656) (2,539,432)
Balance ab-end of YeaE. vus v sk Sesls o wibhs sebs v wlen desd $20,052,235 $21,376,766 $22,703,095

PAID-IN SURPLUS

The balance of paid-in surplus at January 1, 1954, was $1,484,450. In 1955, $2,423,208 was added, repre-
senting the excess of proceeds of sale over cost of 12,000 shares of treasury stock. The balance of paid-in sur-
plus at December 31, 1955 and 1956, was $3,907,658, as shown in the accompanying consolidated balance
sheet as of the latter date.

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of
consolidated surplus.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

=

(1) ProroseEp MERGER OF KIECKHEFER CoNTAINER ComMPANY AND THE Eppy PArErR CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of Di-
rectors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to stock
purchases by Weyerhaeuser.

(2) Basis or CONSOLIDATION:

The consolidated financial statements include, on a consistent basis, the accounts of The Eddy Paper
Corporation and both of its wholly owned subsidiaries.

Intercompany accounts, sales and profits have been eliminated in consolidation.

At December 31, 1956, the net assets of the wholly owned subsidiaries were $4,244,014 in excess of
Eddy’s investment therein. Of this excess, $4,133,223 representing accumulated earnings of the sub-
sidiaries since acquisition is included in consolidated earned surplus, and $110,791 representing excess
of net assets of a subsidiary at date of acquisition over stated value of parent’s stock issued therefor
is included in consolidated paid-in surplus.

(3) VaruaTION OF INVENTORIES:
The work-in-process inventories were priced at average cost or market, whichever was lower.

The inventories of paperboard, waste paper and pulp were priced at last-in, first-out cost, which was not
in excess of market.

Inventories used in determining consolidated cost of goods sold were as follows:

December 31
1953 19564 1966 1966
Work in process. ......coveeivnverenneeennns $ 833,388 $1,067,670 $ 922,349 $1,244,738
Paperboard, waste paper and pulp............ 3,146,813 3,059,736 3,192,615 3,072,990

$3,980,201 $4,127,406 $4,114,964 $4,317,728

(4) InvesTMENT IN NorTH CAroLINA Purp CoMPANY:

The investment in 209, of the capital stock of North Carolina Pulp Company, a subsidiary of Kieckhefer
Container Company, was made in 1954 and was based on estimated replacement costs of the increased
capacity needed to supply additional paperboard under a long-term contract to The Eddy Paper
Corporation. These estimated costs are substantially greater than the underlying book values of
North Carolina Pulp Company, which are reflected on its books on a historical cost basis. The equity
of the Company and its subsidiaries in the net income of North Carolina Pulp Company was $412,422
in 1956 and $312,678 in 1955. The company had no equity in the net income of North Carolina Pulp
Company in 1954. No dividends have been received from that company.

In connection with the purchase of this investment, the Company borrowed from Kieckhefer Container
Company on unsecured notes payable.

(5) InvesTMENT IN AcE FoLping Box CORPORATION:

Eddy’s investment in Ace Folding Box Corporation represents a 509, equity in the voting stock of that
company. No separate financial statements are submitted for it because Eddy’s investment therein is




THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

not significant in respect of the assets represented or the sales or the net profit or loss of the Ace Folding
Box Corporation.

(6) PrANT AND EQUIPMENT:

The amounts at which plant and equipment are carried do not purport to represent replacement or
realizable values.

(7) DEPRECIATION AND AMORTIZATION PoLIcy:

Depreciation of plant and equipment has been provided generally at rates based upon the estimated serv-
ice lives of the properties. Assets acquired prior to January 1, 1954, have been depreciated at straight
line rates. Additions since that date have been depreciated on the declining balance method. It isnot
practicable to present all the rates used by the Company and subsidiaries in computing the annual de-
preciation provisions; the effective annual rates for the principal classes of properties during the period
under review were as follows:

1954 1955 1966
Buildings—
PADBITNIL. 5 7 v e vvsmin mowonie: mons slbcain Shesin winsss s28ssisiniads soataih sore ocamesn o 3.0% 3.19% 4.7%
OEROTL s oo i rac i s S o (g i . R e e U ) 3.7 4.0 4.1
Machinery, equipment, etc.—
Papermill.....cooinni i i i i e 8.1 8.0 8.5
e R I 9.1 9.8 9.8

Maintenance and repairs are charged to costs as incurred. The costs of renewals and betterments of major
units of plant and equipment are capitalized when incurred. When assets are sold or retired, the cost
and accumulated depreciation are removed from the plant and equipment and related reserve accounts,
and the net gain or loss is credited or charged to income.

(8) PrOFIT-SHARING PrLAN:

The Eddy Paper Corporation and The Rochester Folding Box Co., a subsidiary, have established a prof-
it-sharing plan for employees and officers who are compensated on a monthly salary basis. Under the
plan, all contributions are made by the companies to a Trust which is administered by a committee.
The companies have reserved the right to amend or terminate the plan at any time; however, all con-
tributions, together with the earnings thereon, at the date the plan is terminated remain the interest
of the participants and do not revert back to the companies. Contributions during the period under
review, charged to income, were as follows:

TODA:. .. oo wnswisnnn wmise wowiate srnmmiwnins swss uve $197,939
| A S e A=, e IO NS 212,868

o £ T PR~ (S 219,277
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(9) RETIREMENT PLANS:

Gereke-Allen Carton Company, a subsidiary, has established a pension trust for all regular employees.
All contributions are made by the Company to pay full annual premiums for annuity and /or insurance
contracts which underwrite the pensions. The Company has reserved the right to amend or terminate
the plan at any time. There is no past-service liability under the plan. Contributions during the
period under review, charged to income, were as follows:

TIDL. svinois wevws wosmen sussmon omssamsenon amine wrass asmge $15,028
D00 oiopuns o vare s s e S S SEE FAEE LR 5 19,367
TO80: v ot s wasie soue R v LOwE sl e 23,258

In 1956, The Eddy Paper Corporation executed a collective bargaining agreement covering hourly rated
employees at its three plants in the State of Michigan which provides, among other things, for the pay-
ment of specified pensions and other benefits to employees who retire during the term of the agreement
which expires in 1958. There is no requirement for funding amounts due under the plan and the Com-
pany has not set aside funds for past and future service costs. The liability to retired employees at
December 31, 1956, was recorded at that date. Provisions of $268,642 were charged to income in 1956.
The Company has not provided for the active employees’ past service costs, which under the plan, if
continued, were estimated to be approximately $800,000 at December 31, 1956.

(10) SurPLEMENTARY INCOME AccoUNT INFORMATION:

Year Ended December 31
1954 1965 1956
Charged directly to cost of sales and expenses—
Maintenance and repairs. .. ...t e e $971,603 $ 859,241 § 948,238
Ty o3 o T e1: 471 SARRTORRANE U RO SR R JL AN NPT cqpURl | 51 - SN 915,915 1,045,212 1,207,202
Taxes other than taxes on income—
Real estate and personal property. ................ooii.... $205,863 $ 234,164 $ 233,199
Social SeCUTItY . o v vt it e e 177,540 172,377 188,875
Other. . o e 17,989 38,412 31,751
$401,392 $§ 444,953 $ 453,825
TR O D50 s i o s v ol S8 5SS A R A $91,600 $ 70,304 § 88,852
Charged to other income or (deductions) accounts—
D RDTELIREION, . viocv: wonin wenmis ool sin ia eaacatadboh vl St B AiFEia Srss o sl “pue $ 23,664 $ 65,186 $ 60,151
Taxes other than taxes on income—
Real estate and personal property. .............ciiiiiia... $ 6,884 § 28,198 $§ 30,603
Botial seeuiity . . . v Vs s mims bl a8 s L W ol 2,038 789 730

$ 8,922 % 28,987 § 31,333




WEYERHAEUSER TIMBER COMPANY

UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

(After giving effect to the proposed merger with Kieckhefer Container Company and The Eddy
Paper Corporation, as outlined in the attached Joint Agreement and Plan of Merger (Exhibit A), and
to the proposed purchase of common shares listed in the table on page 3.)

(000 Omitted)

ASSETS
Current assets—
Gashe natl, Mo sl St BbnmS it aondy m¥orte o 3L s o anmd b om s $ 26,382
Marketable securitieaal oBb. .. oo svm st sivhds woens srsitnlte s Bats s S ammi b mmesi 2 21,033
Receivables, Jess FeRBEVE v wunm mosis i s Qe ross s S s oah 5 o 00 L 32,107
T nvenioFIBa e o wat Lads sunia danm vaals Eanblags o v Sanad 0o I9Ee ras 2ha tresds soie 37,377
Total Current AB8EEE. . v vt v ive iies s vne vt e asioe cnesses vaissianshns $116,899
Supply inventories, prepaid eXpPenses, BhC. . ...t ur et e, 9,468
Tax refund claims, other receivables, ete. . .....c.viviiineriiiiiin i, 10,310
Construction fund (cash and U. S. Treasury notes) . ........vviiiineninennnnenn.. 15,000
Timber and timberlands, €66.......covititiriiiernnnosneeseeneercrestonsnanennns 98,487
Real estate, plants and equipment at cost. ............... . . i, $422,663
Less—Reserves for depreciation and amortization...............cccvveriinnn.. 168,314 254,349
$504,513
LIABILITIES
Current liabilities—
Accounts payable. . .. ... e e e $ 20,268
Accrued Habilities. . .. .ovitii it i it e e i e e e, 17,872
Provision for Federal Imoome $8Xe8. « « « s wees s vans sems vams e s@ns e sass s $ 52,929
Less—U. S. Government securities segregated therefor. ....................... 49,112 3,817
Total current liabilities........ooo i i iiiiae et $ 41,957
Capital stock and surplus—
Capital stock, issued 30,398,004, par value $7.50 pershare....................... $227,985
Increase in value of timber and timberlands resulting from March 1, 1918, revaluation 24,982
Earned surplus (income retained in the business)....................coovii..... 211,977
Treasury stock at cost, 78,701 shares (67,581 shares reserved for stock options)....... (2,388)
Total shareholders’ interest........... ..ot $462,556
$504,513
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RIGHTS OF OBJECTING SHAREHOLDERS

Any shareholder of Weyerhaeuser who objects to the merger may obtain payment of the value of his
shares in lieu of participating in the merger, provided he complies with the requirements of the applicable
provisions of the Uniform Business Corporation Act of Washington, R.C.W. 23.16.140 and 23.16.160. Such
shareholder must file with Weyerhaeuser his written objection to the merger demanding payment for his
shares within twenty days after Weyerhaeuser has mailed to him the notice of meeting accompanying this
statement, and his shares must not be voted in favor of the merger. If, within thirty days after the
effective date of the merger, Weyerhaeuser and the shareholder cannot agree upon the value of his shares
at the time the merger was approved by the shareholders, either may petition the Superior Court of Pierce
County, Washington within four months thereafter for the appointment of an appraiser to determine the
value of all shares owned by objecting shareholders. An objecting shareholder will also receive six percent
interest on the value of his shares from the date the merger was approved by the shareholders until payment.

A vote against the merger or a direction in a proxy to vote against the merger will not, in the opinion
of counsel, constitute the objection in writing required by the statute.

Any objecting shareholders of Kieckhefer and Eddy will have rights of appraisal and payment by Weyer-
haeuser for their shares under Delaware and Illinois statutes, respectively.

Weyerhaeuser shares for which a proxy in the accompanying form is properly signed and returned will be
voted in accordance with any choice specified therein and where no choice is specified will be voted in favor of
the merger (including the amendments of the Articles of Incorporation and By-Laws of Weyerhaeuser provided
for in the Joint Agreement and Plan of Merger), unless the merger shall have been abandoned before the meets
ing. The management is not aware of any other matters that will come before the meeting. If any other matter-
should be presented, the proxies will be voted as to such matters in the discretion of the person or persons
voting them.

Officers, directors and regular employees of Weyerhaeuser may solicit proxies from its stockholders by

telephone, telegraph and personal interviews as well as by mail and Weyerhaeuser will bear the cost of such
solicitation.

By order of the Board of Directors

Georgkt 8. Long, Jr.,
Secretary

Dated: March 22, 1957

44



EXHIBIT A

JOINT AGREEMENT AND PLAN OF MERGER
OF
KIECKHEFER CONTAINER COMPANY
AND
THE EDDY PAPER CORPORATION
WITH AND INTO
WEYERHAEUSER TIMBER COMPANY

WEYERHAEUSER TIMBER COMPANY
continuing as the surviving corporation

JOINT AGREEMENT AND PLAN OF MERGER entered into this 20th day of March, 1957 (here-
inafter called “this agreement”), by and between WEYERHAEUSER TIMBER COMPANY, a corporation
of the State of Washington (hereinafter sometimes called “ Weyerhaeuser”), KIECKHEFER CONTAINER
COMPANY, a corporation of the State of Delaware (hereinafter sometimes called “Kieckhefer’’), and THE
EDDY PAPER CORPORATION, a corporation of the State of Illinois (hereinafter sometimes called “Eddy”’),
and their respective boards of directors (which three corporations are hereinafter sometimes called the “con-
stituent corporations”),

WITNESSETH:

The authorized shares of Weyerhaeuser consist of 25,000,000 common shares of the par value of $7.50
each, of which, at the date hereof, 24,932,072 shares were outstanding and 67,928 shares were held in the
treasury of Weyerhaeuser.

The authorized shares of Kieckhefer consist of 30,000 shares of common stock without par value, of which
29,889 shares were outstanding at the date hereof.

The authorized shares of Eddy consist of 200,000 shares of common stock without par value, of which
181,415 shares were outstanding at the date hereof, including 26,090 shares held by Kieckhefer, and 8,634
shares were held in the treasury of Eddy.

Kieckhefer and Eddy respectively have authority to carry on businesses for the conduct of which a corpo-
ration might be organized under the Uniform Business Corporation Act of the State of Washington.

The constituent corporations and their respective boards of directors deem it to be advisable and for the
best interests of each of said corporations and its shareholders that Kieckhefer and Eddy be merged with and
into Weyerhaeuser as authorized by and pursuant to the respective laws of the States of Delaware, Illinois and
Washington (said merger being hereinafter referred to as ‘“‘the merger”).

Now, THEREFORE, in consideration of the premises and the mutual agreements and provisions herein con-
tained, and in order to preseribe the terms and conditions of the merger, the mode of carrying the same into
effect and the manner and basis of converting or otherwise dealing with the shares of each of the constituent
corporations, and to state such other provisions with respect to the merger as are deemed necessary or desirable,
the parties hereto AGREE as follows:
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ARTICLE ONE

Kieckhefer Container Company and The Eddy Paper Corporation shall be merged with and into Weyer-
haeuser Timber Company to form a single corporation on the effective date of the merger as hereinafter defined.
Weyerhaeuser Timber Company shall continue in existence as the corporation surviving the merger and as such
is hereinafter sometimes called the “surviving corporation.” The name of the surviving corporation shall con-
tinue to be

“WEYERHAEUSER TIMBER COMPANY”

and it shall continue to be governed by the laws of the State of Washington.

ARTICLE TWO

The articles of incorporation of Weyerhaeuser as heretofore amended shall upon the effective date of the
merger be and they hereby are further amended as follows: (1) Article ITT shall be changed to increase the
number of authorized shares from 25,000,000 to 31,000,000 and to add the last four paragraphs of said article
as they appear below; and (2) Article IT shall be changed to add the following: “to purchase, hold, sell and
transfer its own shares”. Said articles of incorporation as so amended shall read as follows:

ARTICLE 1.
The name of this corporation shall be “Weyerhaeuser Timber Company.”

ARTICLE II.

The object for which this corporation is formed is and shall be dealing in lands, timber, and all the
products of timber, and buying and selling the same; carrying on and conducting a general logging, lumber-
ing and manufacturing business; erecting, buying and selling saw mills, shingle mills, planing mills, and all
other mills and factories; establishing, operating, buying and selling lumber yards; clearing out and im-
provement of rivers and streams in the State of Washington; driving, catching, booming, sorting, rafting,
brailing, towing, holding and delivering logs, lumber and other timber products; constructing, operating
and maintaining telegraphs and telephones in the State of Washington; building, operating, buying and
selling ships, barges, steamboats and other water craft; manufacturing, mining, milling, wharfing and
docking; mechanical, mercantile, improvement and building purposes; building, equipping and running
railroads; building, equipping and managing water flumes for the transportation of wood and lumber; con-
structing canals and irrigating canals; to purchase, subseribe for, deal in and hold the stock of other corpo-
rations to such an extent as hereafter may be permitted or allowed by the laws of the State of Washington,
or of any other state in which said corporation may do business; to purchase, hold, sell, and transfer its
own shares; and to mortgage, bond, or incumber any or all of its property, real and personal, to such sums
and amounts, and at such times and upon such terms as the corporation may find necessary or deem expe-
dient; acquiring, owning and operating mines, mills and reduction works, and mining and milling gold and
silver and other minerals; and carrying on every other species of trade and business, except banking and
building associations.

ARTICLE III.

The authorized number of shares of this corporation shall be 31,000,000 shares having a par value
of $7.50 per share.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in property, tangible or intangible, real or personal, the fair valuation
of which to the corporation shall be not less than the aggregate par value of shares issued therefor, as the
Board of Directors shall determine, without any further action on the part of the shareholders of this
corporation. The value placed upon such consideration by the Board of Directors shall be conclusive.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in cash or necessary services actually rendered to the corporation as
the shareholders shall determine at any annual or special meeting duly called and held for that purpose or
as the Board of Directors shall determine acting under authority hereafter conferred by the shareholders.
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Each share so issued for which the full consideration fixed as aforesaid shall have been paid or de-
livered shall be fully paid and non-assessable, and the holder of such share shall not be liable for any
further payments therefor.

The Board of Directors may from time to time authorize the issuance of shares of this corporation,
whether now or hereafter authorized, in consideration of property, tangible or intangible, real or personal,
without first offering such shares to the shareholders of this corporation.

ARTICLE IV.
The time of the existence of this corporation shall be perpetual.

ARTICLE V.

The number of directors of this corporation shall be the number designated by the By-Laws, not
less than nine (9) and not more than fifteen (15).

ARTICLE VI.

The principal place of business of this corporation shall be located in the City of Tacoma, County of
Pierce in the State of Washington.

The articles of incorporation of Weyerhaeuser, as so amended, shall continue to be the articles of incorporation
of the surviving corporation, until further amended as provided by law, and the surviving corporation reserves
the right to effect further amendments thereof in the manner now or hereafter prescribed by the laws of the
State of Washington.
ARTICLE THREE
The by-laws of Weyerhaeuser in effect immediately prior to the effective date of the merger shall contin-
ue in effect as the by-laws of the surviving corporation, unless and until amended or repealed in the manner
provided by law and said by-laws, except that Article III, Section 1 of said by-laws shall upon the effective
date of the merger be and it hereby is amended to increase the number of directors from thirteen (13) to
fifteen (15).
ARTICLE FOUR
Initially the board of directors of the surviving corporation shall consist of the persons who are direc-
tors of Weyerhaeuser immediately prior to the effective date of the merger and Herbert M. Kieckhefer and
Robert H. Kieckhefer; and they shall hold office until the annual meeting of shareholders next succeeding
the effective date of the merger or until the election and qualification of their respective successors.

ARTICLE FIVE
The manner and basis of converting or otherwise dealing with the shares of each of the constituent cor-
porations are as follows:

(a) Each share of Weyerhaeuser which is issued and outstanding or in the treasury of Weyerhaeuser
immediately prior to the effective date of the merger (except shares, if any, then held by either of the
other constituent corporations) shall continue to be one fully paid and non-assessable share of the par
value of $7.50 of the surviving corporation.

(b) Each share of common stock of Kieckhefer which is issued and outstanding immediately prior
to the effective date of the merger (except shares, if any, then held by either of the other constituent
corporations), and all rights in respect thereof, shall be converted, by virtue of the merger and on the
effective date thereof and without any action on the part of the holder thereof, into 148 fully paid and
non-assessable shares of the par value of $7.50 each of the surviving corporation.

(¢) Each share of common stock of Eddy which is issued and outstanding immediately prior to the
effective date of the merger (except shares, if any, then held by either of the other constituent corpora-
tions), and all rights in respect thereof, shall be converted, by virtue of the merger and on the effective
date thereof and without any action on the part of the holder thereof, into ten fully paid and non-
assessable shares of the par value of $7.50 each of the surviving corporation.
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(d) On the effective date of the merger each share of common stock of Kieckhefer or of Eddy
which is held in the treasury of such corporation immediately prior to such effective date and each
share of any one of the constituent corporations which is held immediately prior to such effective date
by either of the other constituent corporations shall be cancelled and retired, and no shares of the sur-
viving corporation shall be issued in respect thereof.

(e) After the effective date of the merger the holders of certificates representing shares of Kieck-
hefer or Eddy which shall have been converted as aforesaid, except holders who shall have objected to
the merger and demanded the fair value of their shares as provided by law, shall be entitled to receive,
against the surrender of their certificates for exchange and in full satisfaction of all rights evidenced there-
by, certificates representing the number of shares of the par value of $7.50 each of the surviving corpora-
tion into which the shares evidenced by the surrendered certificates shall have been converted as afore-
said. Until so surrendered, each certificate representing shares of common stock of Kieckhefer or Eddy
which shall have been converted into shares of the surviving corporation shall be deemed for all corporate
purposes to evidence ownership of the number of shares of the surviving corporation into which the same
shall have been converted as set forth above; provided, however, that until the holder of such certificate
shall have surrendered the same for exchange as aforesaid, no dividend payable to holders of record of
shares of the surviving corporation as of any date subsequent to the effective date of the merger shall
be paid to such holder with respect to the shares of the surviving corporation represented by such cer-
tificate, but upon surrender of such certificate for exchange as aforesaid there shall be paid to the person
in whose name a certificate or certificates for shares of the surviving corporation are issued therefor the
amount of dividends which shall have theretofore become payable with respect to the number of shares
of the surviving corporation represented by the certificate or certificates so issued.

ARTICLE SIX
On the effective date of the merger,

(a) the constituent corporations shall become one corporation, which shall be Weyerhaeuser Timber
Company, the surviving corporation, and the separate existence of Kieckhefer and Eddy shall cease,
except in so far as continued by statute;

(b) the surviving corporation shall thereupon and thereafter possess all the rights, privileges, im-
munities, powers and franchises, as well of a public as of a private nature, of each of the constituent corpora-
tions; and all property, real, personal and mixed, of each of the constituent corporations, and all debts
due on whatever account to any of them, including subscriptions, if any, for shares, and all other things
in action belonging to any of the constituent corporations shall be taken and be deemed to be transferred
to and vested in, or shall continue to be vested in, the surviving corporation, without further act or deed,
and shall be thereafter as effectually the property of the surviving corporation as they were of the con-
stituent corporations, respectively; and the title to any real estate, or any interest therein, vested in any
of the constituent corporations, shall not revert or be in any way impaired by reason of the merger;

(c¢) the surviving corporation shall thenceforth be responsible for all the liabilities and obligations
of each of the constituent corporations in the same manner as if the surviving corporation had itself
incurred such liabilities and obligations, but the liabilities of the constituent corporations or of their share-
holders, directors or officers shall not be affected, nor shall the rights of the creditors thereof, or of any
person dealing with any of the constituent corporations, or any liens upon the property thereof (Jimited
in lien to the property subject thereto immediately prior to the effective date of the merger) be impaired
by the merger, and any claim existing or action or proceeding pending by or against any of the constituent
corporations may be prosecuted to judgment as if the merger had not taken place, or the surviving cor-
poration may be proceeded against or substituted in its place, all as provided in the respective laws of the
States of Washington, Delaware and Illinois.
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Kieckhefer and Eddy each agrees that if at any time the surviving corporation shall consider that any
further assignments or assurances are necessary or desirable to vest or confirm the vesting in the surviving
corporation of title to any property, rights, privileges or franchises of either Kieckhefer or Eddy, it will execute
and deliver all such deeds and other instruments and will take all such other action as the surviving corporation
may request for such purpose and otherwise to carry out the intent and purposes of the merger.

ARTICLE SEVEN
On the effective date of the merger,

(a) the assets and liabilities of Kieckhefer and Eddy shall be taken up on the books of the surviving
corporation at the amounts at which they shall be carried at that time on the books of those companies,
subject to such adjustments or eliminations as may be made in accordance with generally accepted account-
ing principles;

(b) the earned surplus and capital surplus of the surviving corporation shall be the sums of the earned
surpluses and capital surpluses, respectively, of the constituent corporations on such date, subject in each
case to such charges, adjustments and eliminations as may be made in accordance with the following sub-
paragraph (¢) or in accordance with generally accepted accounting principles; and

(c) the stated capital of the surviving corporation shall be the sum of the par value of all shares of its
common stock then issued, and the amount by which such stated capital shall exceed the aggregate stated
capital of the constituent corporations immediately prior to the effective date of the merger shall be
charged to the capital surplus of the surviving corporation and, to the extent that such capital surplus is
not adequate for the purpose, to the earned surplus of the surviving corporation.

ARTICLE EIGHT

1. The surviving corporation hereby agrees that it may be served with process in the State of Delaware in
any proceeding for enforcement of any obligation of Kieckhefer or in any proceeding for the enforcement of any
obligation of the surviving corporation arising from the merger, including any proceeding to enforce the right of
any stockholder of Kieckhefer as determined in appraisal proceedings pursuant to the provisions of Section 262
of the General Corporation Law of the State of Delaware, and hereby irrevocably appoints the Secretary of
State of the State of Delaware as its agent to accept service of process in any such proceeding. The address to
which a copy of such process shall be mailed by said Secretary of State is Weyerhaeuser Timber Company,
Tacoma 1, Washington.

2. The surviving corporation hereby agrees that it may be served with process in the State of Illinois in any
proceeding for the enforcement of any obligation of Eddy and in any proceeding for the enforcement of the rights
of a dissenting shareholder of Eddy against the surviving corporation, and hereby irrevocably appoints the
Secretary of State of the State of Illinois as the agent of the surviving corporation to accept service of process in
any such proceeding,.

3. The surviving corporation hereby further agrees that it will promptly pay to the dissenting shareholders,
if any, of Kieckhefer and Eddy, respectively, the amounts to which they shall be entitled under the provisions
of the General Corporation Law of the State of Delaware in the case of shareholders of Kieckhefer or under the
provisions of The Business Corporation Act of the State of Illinois in the case of shareholders of Eddy.

ARTICLE NINE

This agreement shall be submitted to the shareholders of each of the constituent corporations at meetings
separately called for the purpose, and the merger shall become effective upon the approval of this agreement and
the merger herein provided for by the requisite vote of the shareholders of each of said corporations and the
execution, filing, issuance, and recording of such documents as may be required under the respective laws of the
States of Delaware, Illinois and Washington. The term ‘“‘effective date of the merger,” as used in this agree-
ment, means the point of time at which the last act required to make the merger effective under the respective
laws of said states shall have been performed.
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ARTICLE TEN

Anything herein or elsewhere to the contrary notwithstanding, this agreement and the merger herein pro-
vided for may be terminated and abandoned at any time before it becomes effective as provided in Article
Nine, without action by shareholders of any constituent corporation, (a) by mutual consent of the boards of
directors of all of the constituent corporations or (b) by action of the board of directors of any one of the
constituent corporations taken in accordance with any agreement between the constituent corporations in
existence at the time of such action.

ARTICLE ELEVEN

For the convenience of the parties and to facilitate the filing and recording of this agreement, any number of
counterparts may be executed, and each such executed counterpart shall be deemed to be an original instrument.

In Witness WHEREOF, the undersigned directors, being a majority of the board of directors of each of the
constituent corporations and having voted in favor of entering into the foregoing merger agreement at directors’
meetings of the respective constituent corporations duly called and regularly held for that purpose, have signed
their names hereto and have caused the respective corporate seals of the constituent corporations to be affixed
hereto, on the 20th day of March, 1957.

Constituting a majority of the board of directors of Weyerhaeuser Timber Company

[CorPORATE SEAL]
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Constituting a majority of the board of directors of Kieckhefer Container Company

[CorPORATE SEAL]

Constituting a majority of the board of directors of The Eddy Paper Corporation

[CorPORATE SEAL]
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I, GeorgE S. LoNg, Jr., Secretary of WEYERHAEUSER TIMBER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly submitted
to the shareholders of WEYERHAEUSER TiMBER CoMPANY at a special meeting of said shareholders called
separately by the board of directors for the purpose of considering and taking action upon said Joint Agreement
and Plan of Merger, which meeting was regularly held on the 22nd day of April, 1957, pursuant to notice duly
given to each shareholder as provided in the by-laws and the laws of the State of Washington, and the holders
of more than two-thirds of the total issued and outstanding shares of said corporation being duly represented
thereat, a vote was taken for the adoption or rejection of said Joint Agreement and Plan of Merger, and the
holders of more than two-thirds of the voting power of all shareholders of said corporation voted in favor of
the adoption of said Joint Agreement and Plan of Merger.

IN Wrrness WHEREOF, 1 have hereunto set my hand as Secretary and affixed the corporate seal of
WeYERHAEUSER TiMBER CoMpANY this day of April, 1957.

{CorrPoRATE SEAL] Secretary of WEYERHAEUSER TiMBER COMPANY

I, W. F. KieckHEFER, Secretary of KieckHEFER CONTAINER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly sub-
mitted to the shareholders of KieckHEFER CoNTAINER COMPANY at a special meeting of said shareholders
called separately by the board of directors for the purpose of considering and taking action upon said Joint
Agreement and Plan of Merger, which meeting was regularly held on the 24th day of April, 1957, pursuant
to notice duly given to each shareholder, and the holders of more than two-thirds of the total issued and out-
standing shares of said corporation being duly represented thereat, a vote was taken by ballot for the adoption
or rejection of said Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the total
number of shares of its stock (being more than two-thirds of the voting power of all shareholders of said cor-
poration) voted by ballot in favor of the adoption of said Joint Agreement and Plan of Merger.

INn Wrirness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of Kinck-
HEFER CONTAINER COMPANY this day of April, 1957.

[CORPORATE SEAL] Secretary of KIECkHEFER CONTAINER COMPANY
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I, R. C. ME1ER, Secretary of THE Eppy PArER CorPORATION, hereby certify as such Secretary and under
the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having been first
duly signed by a majority of the directors of each of the constituent corporations, was duly submitted to
the shareholders of THE EppY PAPER CORPORATION at a special meeting of said shareholders called separately
by the board of directors for the purpose of considering and taking action upon said Joint Agreement and
Plan of Merger, which meeting was regularly held on the 23rd day of April, 1957, pursuant to notice duly
given to each shareholder, and the holders of more than two-thirds of the total issued and outstanding shares
of said corporation being duly represented thereat, a vote was taken for the adoption or rejection of said
Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the outstanding shares
entitled to vote at such meeting (being more than two-thirds of the voting power of all shareholders of said
corporation) voted in favor of the adoption of said Joint Agreement and Plan of Merger.

In Wrrness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of Tur
Eppy Paper CorproraTION this day of April, 1957.

Secretary of Tz Eppy PAPER CORPORATION

[CorPORATE SEAL]



In Wirness WHEREOF, each of the constituent corporations has caused its President and Secretary to
sign their names hereto and to affix its corporate seal hereto, as of the date of the foregoing certification by
its Secretary.

WEYERHAEUSER TiMBER COMPANY

By

President

CORPORATE SEAL]

Secretary

KieckHEFER CONTAINER COMPANY

By.

President
[CorrPORATE SEAL]

By

Secretary

TaE Eppy PAPER CORPORATION

By.

President
[CorPORATE SEAL]

By

Secretary
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STATE oF WASHINGTON
CounTty oF PIERCE

On this day of April, 1957 before me, , a notary public in
and for the county and state aforesaid, personally appeared , to me known
to be the President of WEYERHAEUSER TiMBER COMPANY, a corporation of the State of Washington, the
corporation that executed the foregoing instrument and acknowledged said instrument to be the free and
voluntary act, deed and agreement of said corporation, for the use and purposes therein mentioned, and on oath
stated that he was authorized to execute said instrument and that the seal affixed thereto is the corporate
seal of said corporation.

In WitnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public in and for the
State of Washington, residing at Tacoma

STATE OF
88.
COUNTY OF

BE 1T REMEMBERED, that on this day of April, 1957, personally came before me, a Notary Public in
and for the county and state aforesaid, H. M. KiECcKHEFER, President of Kieckaerer CoNTAINER COMPANY,
a corporation of the State of Delaware, the corporation described in and which executed the foregoing instru-
ment, known to me personally to be such, and acknowledged the said instrument to be his act and deed and
the act and deed of said corporation, and that the signatures of the said President and of the Secretary of said
corporation to the foregoing instrument are in the handwriting of said President and Secretary, respectively,
and that the seal affixed to said instrument is the corporate seal of said corporation, and that his act of sealing,
executing, acknowledging and delivering the said instrument was duly authorized by the board of directors
of said corporation.

In Wrtness WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public

STATE oF }
S8,
CoUNTY OF

I, , & Notary Public in and for the county and state aforesaid, do hereby certify
that on the day of April, 1957, personally appeared before me W. F. KieckHEFER who declared that he is
the President of TuE Eppy PAPER CORPORATION, a corporation of the State of Illinois, one of the corporations
executing the foregoing instrument, and being first duly sworn by me acknowledged that he signed the foregoing
instrument in the capacity therein set forth and declared that the statements therein contained are true.

In WrrnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public
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EXHIBIT B

MEMORANDUM OF AGREEMENT
made March 20, 1957
with respect to merger
of
KIECKHEFER CONTAINER COMPANY

and
THE EDDY PAPER CORPORATION

with and into
WEYERHAEUSER TIMBER COMPANY

The boards of directors of WEYERHAEUSER TimBER CoMpPANY (hereinafter called ‘‘Weyerhaeuser”),
KieckuEFER ConrtaiNeEr CompanNy (hereinafter called “Kieckhefer””) and Ter Eppy ParEr CORPORATION
(hereinafter called “ Eddy”), have approved a plan for the merger of Kieckhefer and Eddy into Weyerhaeuser
pursuant to the respective laws of the States of Delaware, Illinois and Washington which is set forth in the form
of Joint Agreement and Plan of Merger attached hereto and made a part hereof.

Weyerhaeuser, Kieckhefer and Eddy wish to set forth herein certain further agreements relating to the
merger, as follows:

1. Weyerhaeuser, Kieckhefer and Eddy each agrees duly to call a special meeting of its shareholders, to
be held not later than April 25, 1957, to consider and act upon the merger.

2. Weyerhaeuser, Kieckhefer and Eddy each represents and warrants that the audited consolidated finan-
cial statements for the years 1952-1956, inclusive, which it has heretofore submitted to the other parties fairly
present the financial position of itself and its subsidiaries and the results of their operations at the dates and for
the periods designated therein, and were prepared in conformity with generally accepted accounting principles
applied on a consistent basis throughout the periods involved. Each represents and warrants further that:

(a) Since December 31, 1956 neither it nor any of its subsidiaries (i) has entered into any transaction
or incurred any obligation out of the ordinary course of business other than the acquisition by Weyer-
haeuser of certain assets from W. A. Woodard Lumber Co. and others in connection therewith, or (ii) has
had any adverse change in its business or financial condition or properties, which is material to it and its
subsidiaries on a consolidated basis.

(b) Neither it nor any of its subsidiaries has any liabilities (in excess of balance sheet provisions
therefor), contingent or otherwise, which are material to it and its subsidiaries on a consolidated basis.

(¢) There is no litigation, proceeding or investigation pending or threatened against it or any of its
subsidiaries which could result in any material adverse change in the properties, business, financial condi-
tion or prospects of it and its subsidiaries on a consolidated basis.

(d) Neither it nor any of its subsidiaries is obligated to purchase any of its shares of stock except
that under the terms of an Agreement of Purchase and Sale dated March 20, 1957 between Weyerhaeuser
and certain shareholders of Kieckhefer and Eddy, respectively (hereinafter called the “ Agreement of Pur-
chase and Sale”), Weyerhaeuser is obligated to purchase, subject to the merger’s becoming effective, cer-
tain shares of Kieckhefer and of Eddy or, at Weyerhaeuser’s election, the number of shares of Weyer-
haeuser into which said shares of Kieckhefer and Eddy will be converted by the merger.

3. Kieckhefer and Eddy each agrees that without the prior approval of Weyerhaeuser it and its subsidiaries
will not authorize additional capital expenditures prior to the effective date of the merger which when added
to capital expenditures authorized since February 6, 1957 will exceed the following amounts respectively:

Kieckhefer and subsidiary............. 000000 o oo n e ali i $5,000,000
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4. Weyerhaeuser represents and warrants that it is a corporation duly organized and existing in good stand-
ing under the laws of the State of Washington; that its authorized shares of stock consist of 25,000,000 shares of
the par value of $7.50 per share, of which 24,932,072 shares are outstanding and 67,928 shares are held in its
treasury; that all of such treasury shares are reserved for sale under existing stock options; that all of such issued
shares are legally issued, fully paid and non-assessable; and that there are no outstanding warrants or rights to
acquire its shares except pursuant to its existing stock option plan.

5. Kieckhefer represents and warrants that it is a corporation duly organized and existing in good standing
under the laws of the State of Delaware; that its authorized shares of stock consist of 30,000 shares of common
stock without par value; that 29,889 shares of such stock are outstanding and no shares of such stock are held in
its treasury; that all of said outstanding shares are legally issued, fully paid and non-assessable; and that there
are no outstanding warrants or rights to acquire its stock.

6. Eddy represents and warrants that it is a corporation duly organized and existing in good standing under
the laws of the State of Illinois; that its authorized shares of stock consist of 200,000 shares of common stock
without par value; that 181,415 shares of such stock are outstanding, including 26,090 shares held by Kieckhefer,
and that 8,634 shares are held in Eddy’s treasury; that all of such issued shares are legally issued, fully paid and
non-assessable; and that there are no outstanding warrants or rights to acquire its stock.

7. Weyerhaeuser, Kieckhefer and Eddy each agrees that prior to the effective date of the merger:

(a) it will not reclassify its stock or issue or sell any shares of its stock or rights to acquire its stock (ex-
cept as Weyerhaeuser may issue additional options or sell shares upon the exercise of options heretofore
granted pursuant to its existing stock option plan);

(b) it will not make any capital distribution and will not declare or pay any dividends except cash divi-
dends on a proportional basis from January 1, 1957 to the effective date of the merger at the following an-
nual rates per share, respectively: Weyerhaeuser, $1.00; Kieckhefer, $36.00; Eddy, $14.00;

(c¢) neither it nor any of its subsidiaries will enter into any transaction or incur any obligation out of
the ordinary course of business without the prior consent of the other two parties;

(d) it will not purchase or sell any shares of its own stock or the stock of either other party, except that
Weyerhaeuser may purchase or sell its own shares pursuant to its stock option plan and may purchase its
own shares or shares of Kieckhefer and Eddy under the Agreement of Purchase and Sale; and

(e) it will not sell or permit to be sold any stock of its subsidiary or subsidiaries.

8. Kieckhefer and Eddy each represents and warrants that all contracts and licenses of material importance
to its business or the business of any of its subsidiaries are or prior to the effective date of the merger will be
assignable to Weyerhaeuser.

9. Kieckhefer and Eddy each agrees it will execute and deliver to Weyerhaeuser at any time concurrently
with or after the effective date of the merger any deed, assignment, conveyance or other assurance of title which
Weyerhaeuser may request to assure or confirm its title to any property, rights, privileges or franchises to be
vested in Weyerhaeuser by virtue of the merger, and will take any further action Weyerhaeuser may request
for such purpose or otherwise to carry out the intent and purposes of the merger.

10. Weyerhaeuser, Kieckhefer and Eddy shall each have the right to make any investigations it deems
desirable for the purpose of ascertaining the truth and accuracy of any representation and warranty made
herein or in the audited consolidated financial statements that have been previously interchanged by the parties
or for the purpose of ascertaining whether all agreements made herein by the other parties hereto have been
performed.
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11. Weyerhacuser, Kieckhefer and Eddy agree that anything herein to the contrary notwithstanding the
merger may be terminated and abandoned, either before or after approval by the shareholders of one or more
of the respective corporations has been obtained, as follows;

(a) by mutual consent of the respective boards of directors of the parties hereto; or

(b) by the board of directors of any one of the parties hereto if, in the judgment of a majority of its
directors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling or
rulings from the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto
will be tax-free as to the corporations and the stockholders who exchange; or

(¢) by the board of directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(i) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of shareholders
of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares which they
otherwise would have been entitled to receive pursuant to the terms of the merger;

(i) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(i) the failure of Kieckhefer or Eddy to perform any agreement hereunder;

(iv) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Kieckhefer or Eddy;

(v) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy, and its subsidiary or subsidiaries; or

(vi) the failure to render full performance of their respective obligations by every other party to
the Agreement of Purchase and Sale, or the failure for any reason by any other such party to sell
his shares to Weyerhaeuser as provided therein; or

(d) by the board of directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of:

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;

(ii) the failure of Weyerhaeuser to perform any agreement hereunder;

(iii) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.
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12. Weyerhaeuser, Kieckhefer and Eddy each agrees on the day prior to the effective date of the merger to
interchange certificates stating that (a) it has complied with all of its agreements herein contained and (b) that
all the representations and warranties made by it herein are true and correct as if made as of that date (except as
to the numbers of outstanding shares, treasury shares and stock options of Weyerhaeuser, and except for any
other changes contemplated by this agreement), and setting forth any material changes in its business or finan-
cial condition and the business or financial condition of its subsidiary or subsidiaries since December 31, 1958.

13. Weyerhaeuser, Kieckhefer and Eddy agree that any special meetings of shareholders referred to in
paragraph 1 hereof may be adjourned from time to time, prior or subsequent to the taking of action upon the
merger, to a later date or dates and that, for any of the reasons set forth in paragraph 11 hereof, the board of
directors of any of such corporations may postpone the execution or filing of the Joint Agreement and Plan of
Merger or the Articles of Merger in the appropriate State offices; provided that no such adjournment or post-
ponement shall affect any right to terminate or abandon the merger.

14. If the merger shall not become effective or is terminated or abandoned, each party agrees to pay all of
its own expenses incurred in connection with the merger, the negotiations leading to the merger and any
preparations made for effectuating the merger.

15. This agreement shall no longer bind any party unless the merger shall become effective prior to
July 1, 1957, unless extended by mutual agreement.

16. When the merger becomes effective the respective representations and warranties of the parties hereto
shall terminate and be of no further force or effect.

In WritnEss WHEREOF, this agreement has been executed by the parties hereto by their duly authorized
officers on the aforesaid date.

WEYERHAEUSER TIMBER COMPANY

By

(Vice) President

KieckHEFER CONTAINER COMPANY

By

(Vice) President

Tue Eppy PAPER CORPORATION

By

(Vice) President
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THE EDDY PAPER CORPORATION

919 North Michigan Avenue
Chicago 11, Illinois

March 22, 1957

To the Shareholders of The Eddy Paper Corporation:
The directors of The Eddy Paper Corporation, Kieckhefer Container Company

and Weyerhaeuser Timber Company have approved an Agreement and Plan of
Merger which, if approved by the sharcholders of the three companies, will result in
the merger of The Eddy Paper Corporation and Kieckhefer Container Company into

Weyerhaeuser Timber Company.

You will find enclosed Notice of Special Meeting of Shareholders to be held on
April 23, 1957 to take action with respect to the proposed merger, together with a

Statement of Information describing the three companies and the Plan of Merger.

The merger of The Eddy Paper Corporation and Kieckhefer Container Company
into Weyerhaeuser Timber Company, which is not a converter, will provide for them
an expandable supply of paperboard ample to develop the operation of their con-
verting plants throughout the country. The merged operations of the three com-
panies should provide substantial economies. The merger also will make available

to shareholders of this Company a broader and more active market for their stock.

You are urged to attend the meeting in person.

Very truly yours,

Jonn W. KIECKHEFER
Chairman, Board of Directors



THE EDDY PAPER CORPORATION

919 North Michigan Avenue
Chicago 11, Illinois

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS TO BE HELD
April 23, 1957

Notice Is HeEreBy GIVEN that a special meeting of the shareholders of TuE Eppy
Parer CorproraTioN will be held at the office of the Company at 919 North Michigan
Avenue, Chicago, Illinois on April 23, 1957, at 11:00 o’clock A.M., Central Standard Time,

for the following purposes:

1. To consider and act upon a plan of merger of Kieckhefer Container Company, a
Delaware corporation, and The Eddy Paper Corporation, an Illinois corporation,
into Weyerhaeuser Timber Company, a Washington corporation, as summarized in
the Statement. of Information accompanying this notice and as set forth in
Exhibit A thereto; and

2. To transact such other business as may properly come before the meeting or any

adjournment or adjournments thereof.

The Board of Directors has fixed the close of business on March 19, 1957 as the record
date for the determination of the shareholders of the Company entitled to notice of and to

vote at the special meeting or at any adjournment or adjournments thereof.

By order of the Board of Directors,

R. C. MEIER,
Secretary

Dated: March 22, 1957



THE EDDY PAPER CORPORATION

STATEMENT OF INFORMATION, SPECIAL MEETING OF SHAREHOLDERS

April 23, 1957

At the meeting announced in the accompanying Notice of Special Meeting of Shareholders, the share-
holders will be asked to consider and act upon the proposed merger of Kieckhefer Container Company (Kieck-
hefer) and The Eddy Paper Corporation (Eddy) into Weyerhaeuser Timber Company (Weyerhaeuser). The
sole purpose of this Statement is to give you information concerning the proposed merger and certain related
agreements. The management of FEddy is not soliciting proxies from the shareholders in connection with the
meeting. Each of the common shares of Eddy outstanding at the close of business on March 19, 1957 will
be entitled to one vote.

PROPOSED MERGER

The respective boards of directors have approved a plan of merger of Kieckhefer and Eddy into Weyer-
haeuser, with the latter to be the surviving corporation. The plan of merger is summarized herein and is set
forth in the Joint Agreement and Plan of Merger, attached hereto as Exhibit A, which provides for the merger
under the laws of Delaware, Illinois and Washington. Each of such companies has also entered into a
Memorandum of Agreement, dated March 20, 1957, which is summarized herein and a copy of which is
attached hereto as Exhibit B. Approval of the merger requires the affirmative vote of the holders of at
least two-thirds of the common shares of each of the three companies.

Conversion of stock

Under the Joint Agreement and Plan of Merger Weyerhaeuser will increase the authorized number of its
common shares to 31,000,000. On the effective date of the merger:

(1) Each common share of Weyerhaeuser then outstanding or in its treasury shall continue unchanged
as a common share of the surviving corporation.

(i1) Each common share of Kieckhefer then outstanding shall be converted into 148 common shares
of the surviving corporation.

(i11) Each common share of Eddy then outstanding shall be converted into 10 common shares of the
surviving corporation.

However, on the effective date of the merger each common share of any one of the merging companies then
held by either of the other merging companies and each share of Eddy then held in Eddy’s treasury shall be
cancelled and retired, and no shares of the surviving corporation shall be issued in respect thereof.
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Effectiveness of Merger and Exchange of Stock Certificates

The merger will become effective upon the filing and recording of the Joint Agreement and Plan of Merger
with the proper authorities in the states of Delaware, Illinois and Washington. Holders of certificates for com-
mon stock of Kieckhefer and Eddy may thereafter exchange such certificates for certificates for the appropriate
number of common shares of Weyerhaeuser. Dividends payable on common shares of Weyerhaeuser represented
by common stock certificates of Kieckhefer or Eddy will be paid only upon the surrender of such certificates for
exchange.

Capitalization of Kieckhefer, Eddy, Weyerhaeuser and the Surviving Corporation

The following table shows, as of December 31, 1956, the capitalization of each of the three companies
and, pro forma, of Weyerhaeuser as the surviving corporation, giving effect to the merger:

Outstanding
Before Merger After Merger
Kieckhefer—
Common stock, without par value; authorized 30,000 shares . .. 29,889 None
shares
Eddy—
314%, Notes payable to Kieckhefer...................coou... $6,900,000 None
Common stock, without par value; authorized 200,000 shares. . 181,415 None
shares(1)
Weyerhaeuser—
Common shares, par value $7.50 per share; authorized
25,000,000 8hatestd) v ssinddoewmmmas b mekis Bakeveiiaids s 24,921,299 30,319,303

shares(2) shares(2)(3)

(1) Excluding 8,634 shares held by Eddy in its treasury. Of the 181,415 outstanding shares, 26,000 shares (14.49,) were
owned by Kieckhefer.

(2) Excluding 78,701 shares held by Weyerhaeuser in its treasury, of which 67,581 shares were reserved for sale upon exer-
cise of stock options granted to certain of its officers and employees. The merger will have no effect upon the
rights of holders of options.

(3) Giving effect to the purchase by Weyerhaeuser of shares as set forth below under ‘“Agreement Relating to Stock
Purchases by Weyerhaeuser."” Such shares are excluded from the total shares to be outstanding.

(4) The Joint Agreement and Plan of Merger will increase the authorized common shares of Weyerhacuser from 25,000,000
to 31,000,000.

Description of Common Shares of the Surviving Corporation

Holders of common shares of Weyerhaeuser, the surviving corporation, are entitled to: (a) dividends when
and as declared by the Board of Directors, (b) one vote per share, and (¢) equal pro rata rights in the event of
liquidation. There are no preemptive or conversion rights, redemption or sinking fund provisions, or rights to
cumulate votes for the election of directors. All issued and outstanding common shares are fully paid and
non-assessable. The foregoing statement is subject to the Articles of Incorporation and By-Laws of Weyer-
haeuser and to the applicable statutes and other law of the State of Washington.

Agreement Relating to Stock Purchases by Weyerhaeuser

Under an Agreement of Purchase and Sale, dated March 20, 1957, Weyerhaeuser has agreed to purchase
from certain shareholders of Kieckhefer and Eddy and such shareholders have agreed to sell to Weyerhaeuser
(1) an aggregate of 2,576 common shares of Kieckhefer at $5,328 per share and 19,757 common shares of Eddy
at $360 per share, or (2) at the election of Weyerhaeuser, the 578,818 common shares of Weyerhaeuser into
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which those shares of Kieckhefer and Eddy would be converted upon the effective date of the merger at $36
per share. The selling shareholders and the number of shares which they have agreed to sell are as follows:

Common shares of Equivalent in
Weyerhaeuser
Selling shareholder Kieckhefer Eddy common shares

E. L. Walker, members of his family and trustees of

trusts created for the benefit of members of his

BRI 2 20 o s o s iR A1 s e e i 2,576 5,769 438,938
Trustees of the Kieckhefer Container Company and

North Carolina Pulp Company Employees’ Profit

SEArRE PIAIY . ok Ssiissvard arormzasige e i sleis s — 1577 75,770
Trustees of The Eddy Paper Corporation and Roch-

ester Folding Box Company Employees’ Profit

Sharmg PIai .-t Ly sen dsdlnez ssudides san s — 6,411 64,110

2,576 19,757 578,818

Mr. E. L. Walker is a director and officer of Kieckhefer and a director and officer of Eddy. Certain directors
and officers of Kieckhefer and of Eddy are trustees of and certain of them are among the beneficiaries under the
respective Employees’ Profit Sharing Plans of Kieckhefer and of Eddy named above as selling shareholders.

AMENDMENTS OF ARTICLES OF INCORPORATION AND BY-LAWS OF WEYERHAEUSER

The Articles of Incorporation of Weyerhaeuser will be amended by the Joint Agreement and Plan of
Merger (1) to increase the number of authorized shares from 25,000,000 to 31,000,000, (2) to provide that
Weyerhaeuser may purchase, hold and sell its own shares, and (3) to state the terms and conditions upon
which the authorized and unissued shares of Weyerhaeuser may be issued, including provisions that such
shares may be issued for such consideration in property as the Board of Directors shall determine, without
first offering such shares to the shareholders, or for such consideration in cash or services as shall be deter-
mined by the shareholders or by the Board of Directors acting under authority hereafter conferred by the
shareholders. These terms and conditions, which are identical to those formerly contained in the Articles of
Incorporation when Weyerhaeuser had authorized but unissued shares, are set forth in Article Two of the
Joint Agreement and Plan of Merger as part of Article ITI of the Articles of Incorporation of Weyerhaeuser,
as amended.

The Joint Agreement and Plan of Merger also provides for an amendment to Article III, Section 1 of
the By-Laws of Weyerhaeuser to increase the authorized number of directors from 13 to 15 and for including
H. M. Kieckhefer and R. H. Kieckhefer as directors of the surviving corporation, together with the present
directors of Weyerhaeuser.

COMPARATIVE FINANCIAL INFORMATION

Summaries of Consolidated Income

The following summaries of consolidated income of Kieckhefer Container Company, The Eddy Paper
Corporation and Weyerhaeuser Timber Company, for the five years ended December 31, 1956, have been
examined by Arthur Andersen & Co., independent public accountants, whose opinion with respect thereto
appears elsewhere herein. The summaries of consolidated income should be read in conjunction with the
financial statements and notes thereto included elsewhere herein. Unaudited pro-forma combined summaries of
consolidated income of the three companies for the five years ended December 31, 1956, also follow.
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SUMMARIES OF CONSOLIDATED INCOME
(000’s Omitted)

Year Ended December 31
KiECKHEFER AND SUBSIDIARY— 1952 1963 1954 1956 1956
Gross sales, less discounts and allowances........ $ 54,299 $ 64,836 & 65,629 § 78,212 § 86,520
Other income (net). . ........cccivineunnrann.. 742 703 907 1,250 1,536
Cost of sales and expenses. .. .................. 38,271 48,415 50,334 59,030 67,002
Provision for taxes on income.................. 10,698 11,329 8,869 10,412 10,955
Minorityanterest. . v coas suin snise s s e — — - 313 412
NOEAROOIO, . cvos coeilims smine s s o e Slas sl 3 6,072 5,795 7,333 9,707 9,687
Per common share:
Netincome.........oooiviinnennnnnannn $205.96 $ 196.53 § 248.69 § 324.78 § 324.11
Divadencs:: s o iblbidhn s cv e s T waeis & 24.00 24.00 24.00 24.00 27.00
EppY AND SUBSIDIARIES—
Gross sales, less discounts and allowances........ $ 40,908 § 44,249 § 43,481 § 44,770 $ 45,950
Other income (NBE) . .c.o.vev vesrvrononssosans 224 632 315 207 (39)
Cost of sales and expenses. .................... 32,651 36,208 36,889 37,862 37,825
Provision for taxes on income.................. 4,952 4,880 3,615 3,700 4,220
Netineome. ......ovvieiriiiiiniiininanannn 3,529 3,843 3,292 3,415 3,866
Per common share:
INeb INCOME . 5w Eriiiadas b TE A - FH2ET $ 20.83 $ 22.68 $ 19.43 § 18.82 § 21.31
IIVIAGRAB. - .. oo v vos 5 505 nnd s BEa 12.00 12.00 12.00 12.00 14.00
WEYERHAEUSER AND SUBSIDIARIES*—
Gross sales, less discounts and allowances........ $239,536 $257,516 $262,497 $316,733 $324,129
Other income (net). . ......c.vieirieinnnennnn. 5,044 6,682 6,571 7,702 7,405
Cost of salesand expenses. ...........covvvunnn 183,605 201,399 209,262 243,107 253,756
Provision for taxes on income.................. 24,799 26,457 24,296 32,087 26,331
NEE TNOOMIE, 7 s T3 onr clbiis & o Gaa g nies & e Siet 36,176 36,342 35,510 49,241 51,447
Per common share:**
Netincome.......oovvvriiiiiiinennnennns $ 145 $ 146 $ 1.43 $ 1.98 % 2.06
Dividends.. ..on semibues des i wob smeie T .625 .625 .75 1.00 1.00

*Excluding 1952 and 1953 results of operations of Wood Conversion Company, a former subsidiary; Weyerhaeuser’s interest
in this company was distributed to its shareholders on November 30, 1953.
**Adjusted to give effect to the 4-for-1 stock split on December 30, 1955.

UNAUDITED PRO FORMA COMBINED SUMMARIES OF CONSOLIDATED INCOME
OF MERGING COMPANIES*

Year Ended December 31
1952 19563 19654 1966 1966
Gross sales, less discounts and allowances . . ....... $329,318 $353,295 $359,357 $425,787 $435,069
Other INeomie (He) s o « ommg s it mmis e F s 5,072 7,129 6,855 8,221 7,912
Cost of salesand expenses. . ..................... 249,178 273,011 284,227 325,972 337,332
Provision for taxes on income.................... 40,124 42,341 36,455 45,874 41,181
BT INCOTBE - vasi s o s v Crimin, vt LS, e meaa L T 45,088 45,072 45,530 62,162 64,468
Net income per share (based on 30,319,303 shares).. $1.49 $1.49 $1.50 $2.05 $2.13

*Adjusted to eliminate intergroup sales, purchases, etc.



Market Prices of Common Shares of Weyerhaeuser and Eddy

The high and low sales prices (as reported by The Commercial and Financial Chronicle) of the common
stock of Eddy on the Midwest Stock Exchange since January 1, 1955, and the range of the bid prices of
the common shares of Weyerhaeuser in the over-the-counter market (as reported by The National Quotation
Bureau Inec.) since January 1, 1955, are set forth below:

Weyerhaeuser— ..__Edi_.

Bid Prices (1) High Low
1955 BirgbiQuarter, . .ol vl . L0 08 A S s v s 28542534 210 185
Second Quarter. . ........ ... ..t 32 -28Y44 208 196

Third Quarter......... ..ot ieiiaiiannnnn 3734-3114 240 20114
Eourth Charter . a: armvas coft besdime shiiandwms o s 4254-3214 220 200
1956 Firat QUATEET s« Tos «vun s s G i £ e Fam s i 43 3734 240 200
Seeond - QUArter: coos s o vesn i i fomms Srmamss s s 4214-3814 245 220
G113 (11729 o ) e O o ey e P 42343714 243 237
Fourth Quarter. .. ...........coiiiivririiiiiiennennnans 3814-3414 24814 234
1957 First Quarter (through March 13,1957).................. 3814-34 350 246

(1) Adjusted to give effect to the 4-for-1 stoeck split on December 30, 1955.

As of March 13, 1957 the last sale price of the common stock of Eddy on the Midwest Stock Exchange
(March 8) was $315 a share and the reported bid price of the common shares of Weyerhaeuser in the over-the-
counter market was 3434.

The common stock of Kieckhefer is not publicly quoted or traded.

BUSINESS OF KIECKHEFER

Kieckhefer Container Company was incorporated under the laws of the State of Delaware on December 21,
1923, as successor to a business originally established about 1900. Principal executive offices are located at
7200 Westfield Avenue, Pennsauken, N. J.

Kieckhefer, together with its subsidiary North Carolina Pulp Company (owned 809, by Kieckhefer and
20%, by Eddy and a wholly-owned subsidiary), is engaged principally in the production and sale of corrugated
shipping containers, milk cartons, and bleached and unbleached paperboard. For the year 1956, sales of ship-
ping containers accounted for approximately 509, sales of milk cartons accounted for approximately 34%, and
sales of paperboard (principally to Eddy) accounted for approximately 169, of Kieckhefer’s total consolidated
sales.

Production and Properties

A kraft pulp and paperboard mill, located at Plymouth, N. C., has a present annual productive capacity of
approximately 450,000 tons of paperboard, having been substantially expanded in 1955 and 1956 through the
installation of a new 700 tons per day linerboard machine and the removal of a smaller old machine.

Kieckhefer has a jute paperboard mill at Delair, N. J., with an annual productive capacity of approxi-
mately 80,000 tons, which supplements the paperboard production of the Plymouth mill.

Substantially all of the bleached board produced by the Plymouth mill, together with purchases of bleached
board from others, is used by Kieckhefer in production of its milk cartons. Substantially all of the unbleached
containerboard produced by the Plymouth and Delair mills, supplemented by purchases, is used by Kieckhefer
or sold to Eddy for the production of shipping containers.
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Figures of production, purchase, usage and sale of paperboard by Kieckhefer for the past five years were
as follows (in tons):

1952 1963 1954 19656 1956
Unbleached Containerboard
Prodieedc: o cen vomn s cw sesms s v <5 b 218,448 242,874 234,968 256,929 295,794
PUECHAER . ¢ ¢ 55 55005 5008 hrns Samd nons s 8 16,594 41,129 43,684 46,726 70,523
Total Produced and Purchased.......... 235,042 284,003 278,652 303,655 366,317
Consumed.........coviiiiiiniiennnnnnnn. 162,515 191,606 197,059 230,374 228,904
Sold Ao Bdds. . i « cun o3t mmntaiie sume s 48,683 59,523 51,219 61,213 106,878
Sold to Ohers. . . s s sbs voun heis wns vas s 25,255 29,991 22,377 27,008 20,218
Total Consumed and Sold.............. 236,453 281,120 270,655 318,595 356,000
Bleached Board
Produced..........covniniiinnn. 63,481 60,951 63,598 66,599 72,612
Purchased..........cooiiniiiiiiiinnn, 3,953 26,105 32,004 36,640 45,973
Total Produced and Purchased.......... 67,434 87,056 95,602 103,239 118,585
ORI o wne s Sems v v oot TnEn Dk 55,886 58,305 64,007 92,786 105,048
Bold 10 BAQY ..o  cons soims o0 s 5v% nois S50 7,560 12,881 16,363 569 —
SoldtoOthers. ........cooiviivnnnnan. 5,388 18,367 14,082 7,676 11,880
Total Consumed and Sold. ............. 68,834 89,553 94,452 101,031 116,928

Kieckhefer operates shipping container and milk ecarton plants throughout the United States, strategically
located to serve markets where there is a large demand. Generally speaking, the shipping container plants are
along the Eastern, Gulf and Pacific Coasts and the milk carton plants are located throughout the United States.

Kieckhefer owns and operates 9 converting plants producing corrugated and solid fibre shipping contain-
ers, with aggregate floor area of approximately 1,450,000 square feet, at the following locations: Westbrook, Me.;
Baltimore, Md.; Delair, N.J.; Parkersburg, W.Va.; Tampa, Fla.; New Orleans, La.; Alameda and Colton,
Calif.; and Yakima, Wash. These plants together in 1956 produced shipping containers representing about
2,850 million square feet of containerboard.

Kieckhefer also operates 10 converting plants producing milk cartons, with aggregate floor area of approxi-
mately 675,000 square feet, as follows: Camden, N.J.; Jacksonville, Fla.; Seymour, Ind.; Carpentersville, Ill.
(under construction); Three Rivers, Mich.; Hastings, Neb.; Garland, Tex.; Salt Lake City, Utah; Whittier,
Calif.; and Vancouver, Wash. All of these milk carton plants are owned by Kieckhefer, with the exception of
the Three Rivers plant which is leased from Eddy and the Salt Lake City plant which is leased from others.

While most of the paperboard requirements for Kieckhefer’s converting plants is obtained from the
Plymouth and Delair mills, Kieckhefer purchases some paperboard from others (including Weyerhaeuser),
particularly for its West Coast plants.

In addition to its manufacturing facilities Kieckhefer operates owned warehouses at McAllen and Houston,
Tex. and at San Jose, Calif., and a leased warehouse at Los Angeles, Calif.

Sales offices for both the milk carton and shipping container divisions are maintained in each of such
divisions’ plants and, for the shipping container division, also at New York City and Buffalo, N.Y.; San Fran-
cisco and Los Angeles, Calif.; Seattle, Wash.; and Malden, Mass.

Approximately 406,000 acres of timberlands are owned in connection with the Plymouth kraft pulp and
paperboard mill. Most of this acreage is in North Carolina with minor portions in Virginia and Maryland.
Kieckhefer estimates that approximately 355,000 of such acres are covered principally with pine, 38,000 acres
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are covered principally with hardwoods, and 13,000 acres are presently untimbered. Kieckhefer estimates
that present annual growth on these lands amounts to approximately 418,000 cords. Most of the pulpwood
requirements for the Plymouth mill are presently purchased from others and only a minor portion is harvested
from owned timberlands.

Substantially all of Kieckhefer’s milk carton production has been manufactured and sold under the
name ‘“Pure-Pak,” pursuant to a non-exclusive license from Ex-Cell-O Corporation. Kieckhefer is one of four
companies presently licensed to produce Pure-Pak milk cartons in the United States. Under its license arrange-
ment, Kieckhefer pays a royalty of 2%, of its net sales of Pure-Pak milk cartons. In addition, Kieckhefer pres-
ently pays to Ex-Cell-O an advertising allowance of 5¢ per 1,000 cartons for use in the promotion of Pure-Pak
cartons.

Sales and Distribution

Consolidated sales (before deduction of sales discounts) of Kieckhefer for the past five years, by principal
products, are summarized below (in thousands of dollars):

cif&li’?ﬁs cﬂ:ns Paperboard Total
1952 s sim mos somm Samn ssers Rar S0 @ B § s SR 3 $31,965 $13,541 $ 9,340 $54,846
TOB3: oo v oms e A P SRl s T R 36,737 14,444 14,285 65,466
FOBA, . oo i vt i nari s iy e e s kel vias 5 37,030 16,696 12,559 66,285
V08B sz ot s B BRI S A R eSS Wit 28 e mediie B 42,625 25,449 10,924 78,998
L0 157 SO ORI WNOUY S DOl L 1. S SO 43,678 29,434 14,206 87,318

Sales of both shipping containers and milk cartons are made direct to customers by Kieckhefer’s own
sales force of approximately 100 salesmen. In the case of milk cartons, customers are principally dairies.
Shipping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Kieckhefer estimates that it presently accounts for approximately 3% of the United States
corrugated shipping container business. Although reliable figures are not available for the industry, Kieckhefer
estimates that it may presently account for as much as 209, of the total United States milk carton business.

Recent Developments

During the five years 1952-1956, inclusive, Kieckhefer expended approximately $42,600,000 for new
plants and properties, including timberlands, and for the expansion and modernization of existing plants and
facilities, the principal items of which follow:

Purchase of timberlands........ooiiiiiiiii i e $10,900,000
Plant additions (including new paper machine) at Plymouth pulp and

paperboard milll.. .. coivain e abnemnd i cbP e e weeiiees Vet ven s 17,400,000
Nine new converting plants. .. ....ceiiiiiiiiiinieriiiininrrenennsnannenns 11,900,000

During the same five-year period Kieckhefer made retirements from its gross property account of ap-
proximately $3,400,000.

Relationship with Eddy

For many years there has been a close relationship between Kieckhefer and Eddy. XKieckhefer owns
26,090 shares (14.4%) of Eddy’s outstanding ecommon stock and certain members of the Kieckhefer family
also have substantial stockholdings in Eddy. Eddy is in the shipping container and folding carton businesses
with plants located principally in the Midwest section of the United States. Kieckhefer and Eddy have,
for many years, followed the practice of selling shipping containers for each other, on a commission basis,
where orders or parts of orders received could be handled more economically by the other company. In 1954
Eddy purchased from North Carolina Pulp Company for $17,000,000 cash, 1,000 shares (a 209, stock interest)
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of North Carolina Pulp. These funds were used by North Carolina Pulp for expansion of the Plymouth mill.
Eddy has a contract to buy from North Carolina Pulp a major portion of Eddy’s requirements for paperboard,
on a cost-plus basis.

In connection with Eddy’s purchase of North Carolina Pulp shares, Kieckhefer loaned to Eddy $11,000,000.
At December 31, 1956, this loan had been reduced to $6,900,000.

Directors and Officers

The following are the directors and officers of Kieckhefer:

J. W. Kieckhefer Director; Chairman of Board
H. M. Kieckhefer Director; President
J. A. Auchter Director; Vice-President; Assistant Treasurer;
Assistant Secretary
C. H. Carpenter Director; Vice-President
S. B. Clark Director; Vice-President
R. H. Kieckhefer Director
W. F. Kieckhefer Director; Treasurer; Secretary
E. L. Walker Director; Vice-President
D. C. Will Director; Vice-President
V. D. Donahue Vice-President; Comptroller
L. G. Lea Vice-President
J. W. Seeger Vice-President
Shareholders

As of March 13, 1957 there were approximately 110 sharcholders of Kieckhefer. The outstanding 29,889
shares of common stock are owned largely by various individual members of or trusts for members of the
Kieckhefer family. Certain of the foregoing are holders of more than 109, of the outstanding common stock.

Employees

As of December 31, 1956 Kieckhefer and its subsidiary had a total of approximately 4,000 employees.
Most of the plant employees are members of unions. Kieckhefer believes that its relations with its employees
are generally satisfactory.

BUSINESS OF EDDY

The Eddy Paper Corporation was incorporated under the laws of the State of Illinois on November 14,
1922, as successor to Eddy Paper Company which had originally been established in 1906. Its principal execu-
tive offices are located at 919 N. Michigan Avenue, Chicago, Ill.

Eddy and its two wholly-owned subsidiaries, Rochester Folding Box Company and Gereke-Allen Carton
Company, are engaged principally in the production and sale of corrugated shipping containers, boxboard,
and folding cartons, principally in the north Midwest section of the United States. For the year 1956, sales of
shipping containers accounted for approximately 759, of Eddy’s total sales.

8



Production and Properties

Eddy owns a boxboard mill, located at White Pigeon, Mich., with an annual production capacity of
approximately 60,000 tons. Production of this mill for the past five years has been as follows (in tons):

TR LFERA Lt tfs i i il o naiaiin [ 45,445
1953 . < e ettt 45,179
PoRailmd. o pue o Jousuimbalage S 008 0 baninpen 48,991
085 (nwanlad,  t bl B e whog 50,891
1956« v e et 53,786

Approximately 179, of the boxboard production of this mill is used in the folding carton plants of Eddy’s
subsidiaries and approximately 839 is sold to other manufacturers.

Eddy and its subsidiaries own and operate 8 converting plants producing corrugated shipping containers,
with aggregate floor area of approximately 1,500,000 square feet, as follows: Rochester, N.Y.; Belleville and
Rockford, Ill.; Three Rivers and Detroit, Mich.; Manitowoe, Wis.; Cedar Rapids, Iowa; and Austin, Minn,
These plants now purchase their containerboard requirements largely from Kieckhefer and its subsidiary.
These plants together in 1956 produced corrugated shipping containers representing approximately 2,100
million square feet of containerboard.

Eddy’s subsidiaries operate 2 converting plants producing folding cartons, with aggregate floor area of
approximately 185,000 square feet. The plant located at Rochester, N.Y. is owned and the one at St. Louis,
Mo. is leased. These plants obtain substantially all of their boxboard requirements from the White Pigeon
mill. In 1956 these plants together produced approximately 9,800 tons of cartons.

Eddy purchased in 1955 for $317,000 a 509, common stock interest in Ace Folding Box Corporation,
of Middlebury, Ind., which is carried as an investment on its balance sheet. Ace’s boxboard requirements are
also furnished in large part from the White Pigeon mill.

Sales

Consolidated sales (before deduction of sales discounts) of Eddy for the past five years, by principal prod-
ucts, have been as follows (in thousands of dollars):

Corrugated

Shipping Folding Milk
Containers Cartons Boxboard Cartons Total
VL3 A e ERU DR W I $30,443 $3,638 $5,860 $1,292 $41,233
JOBB., a1 onriburs cobuisleTosess ohem at bislaye 32,052 4,131 5,565 2,861 44,609
15 O YN Ao S 30,247 4,041 5,490 4,071 43,849
TOBB e ety s T bt 34,699 4,373 6,035 — 45,107
1950 - svmmue nemis e sema 34,699 5,002 6,583 - 46,284

Sales are made by Eddy’s and its subsidiaries’ own sales forces of about 65 persons. Corrugated ship-
ping containers are sold principally to manufacturers and processors who use them to pack and ship
their products. Folding cartons are sold direct to customers chiefly for packaging and display of their retail
products. Boxboard is sold to other carton manufacturers, including Ace. Eddy estimates that it accounts for
about 29, of the corrugated shipping container business in the United States. It is a relatively minor factor
in the folding carton and boxboard fields.



Recent Developments

During the five years 1952-1956, inclusive, Eddy spent approximately $7,500,000 on expansion and im-
provement of its properties and plants, and during the same period made gross retirements from its property
account of approximately $2,600,000. The principal single property addition during this period was the con-
struction in 1954 of a new corrugated shipping container plant at Austin, Minn.

Also during this period, Eddy acquired a 209, stock interest in North Carolina Pulp Company at a cost
of $17,000,000, as described above under “Business of Kieckhefer—Relationship with Eddy”.

Officers and Directors

The following are the directors and officers of Eddy:

J. W. Kieckhefer Direetor; Chairman of Board

W. F. Kieckhefer Director; President

E. F. Gereke Director; Vice President

Anthony Haines Director; Vice-President

H. M. Kieckhefer Director

George H. Kiefer Director

Erwin K. Radke Director; Vice-President

Nicholas Scharff Director; Vice-President

Karl W. Schneider Director; Vice-President

E. L. Walker Director; Vice-President

Thomas E. Morriss Vice-President

R. C. Meier Treasurer; Secretary
Shareholders

As of March 13, 1957 Eddy’s shareholders numbered approximately 1,000. Of Eddy’s 181,415 shares
of common stock outstanding, 26,090 shares (14.49;) are owned by Kieckhefer. A substantial amount of the
remaining shares is owned by various members of or trusts for members of the Kieckhefer family and by the
trustees of the Kieckhefer and Eddy employees’ profit sharing plans mentioned above under ““ Proposed Merger-
Agreement Relating to Stock Purchases by Weyerhaeuser,” but no such individual holder owns beneficially
more than 109, of Eddy’s shares.

Employees

As of December 31, 1956, Eddy and its subsidiaries had a total of approximately 1,900 employees. Most
of the plant employees are members of unions. Eddy believes that its relations with its employees are generally
satisfactory.
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BUSINESS OF WEYERHAEUSER

Weyerhaeuser Timber Company was incorporated under the laws of the State of Washington on January
18, 1900. Principal executive offices are located in the Tacoma Building, Tacoma, Wash.

Weyerhaeuser and its subsidiaries are engaged in the ownership and management of timberlands, the
growing and harvesting of timber and its conversion into those products which will best utilize the economic
value of the wood supply. Currently, this involves the manufacture, distribution and sale of lumber, plywood,
pulp, paperboard, hardboard, and other wood fibre and bark products. Diversification of its products and
expansion and integration of its manufacturing facilities have enabled Weyerhaeuser to increase the utilization
of its timber resources. Continuing research is being carried on in the fields of forestry and product development.

Timber and Timberlands

Weyerhaeuser owns in fee in the States of Washington, Oregon and California approximately 2,695,000
acres of forest lands, of which approximately 2,111,000 acres are in the Douglas Fir region of western Washing-
ton and Oregon and 584,000 acres are in the Western Pine region (556,000 acres in south central Oregon east of
the Cascades and 28,000 acres in northern California).

Late in 1956 Weyerhaeuser undertook a program of acquiring timberlands in Mississippi and Alabama
to help support a pulp mill planned for construction in the future on a site near Columbus, Miss. Weyer-
haeuser believes that the merger with Kieckhefer and Eddy may accelerate this program.

The determination of the amount of merchantable timber on Weyerhaeuser’s lands is a continuing process.
The definition of merchantable timber changes with improvement in utilization practices and is affected by
existing economic conditions. Calculations based on the most recent data available indicate that the volume of
merchantable timber is approximately 60 billion board feet (Scribner Log Scale). The Scribner Log Scale was
designed to measure the volume of timber in terms of the quantity of commercial lumber a log will produce.
Customarily, the number of board feet of lumber produced from a log exceeds its Scribner Log Scale measure.
Further, the Scribner Log Scale gives no recognition of other wood supply not suitable for producing lumber
but usable for production of wood chips for pulp and other products.

It is Weyerhaeuser’s basic policy so to manage its lands that they shall provide a continuous supply of
wood for the future. Continuing calculations are made to determine the quantity of timber which can be cut
annually and still assure the sustained production of raw material. Based on current calculations and present
utilization and reforestation practices, the quantity which can be cut annually is approximately 1.3 billion
board feet (Scribner Log Scale). The quantity actually cut from year to year is also influenced by current
economic conditions.

Weyerhaeuser anticipates that it will be necessary from time to time to adjust its annual cut to give
effect to material changes in growth and yield experience, utilization, and casualty losses including fire and
insect infestation.

There will be a material decrease in the age and size of the average tree harvested after the present mature
timber supply has been depleted. However, Weyerhaeuser estimates that the physical volume of timber
available annually at that time will be somewhat greater than the presently calculated annual cut.

Intermingled with and adjacent to Weyerhaeuser holdings are substantial quantities of timber publicly
owned or privately owned by others, some of which will be offered for sale from time to time. Itis the intention
of Weyerhaeuser to purchase some of such timber as it becomes available, the quantity of which will not be
significant in relation to its own timber supply.
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Timberlands presently being acquired in Mississippi and Alabama have been heavily logged and some have
been repeatedly burned. An intensive rehabilitation program will be started promptly to restore the lands to
their maximum productivity.

Wood Supply

The following table shows the past five years’ supply of logs and pulpwood made available to Weyer-
haeuser’s mills, including that produced from purchased timber:

1952 19563 1954 1956 1956

Loas—(million board feet Scribner Log Scale)

Produced
Fromfeelands..........cooiiiiiiniiiniinennnnns 925 932 937 1,116 1,208
From purchased timber. ...................cooii.... 138 180 109 149 212
1,063 1,112 1,046 1,265 1,420
Purchased logs (net)............ciiiiiiniininnnnnn. 93 87 90 49 44

1,156 1,199 1,136 1,314 1,464

Produced logs by species—

OB T .t i e comss e st ot bl 000 s o s (8 LT R 81 638 689 642 743 786
Hemlocke: st haih samn aitie dodes dvhin) sebh oty 215 210 193 246 333
Ponderosa Pine. o od s ddinalovst ooy 2hbi L ol 88 96 102 105 102
AR s s e Sk ROYE SERN FaRE EERE S S G 58 53 48 75 85
(T 1T ) T LT T DAL M S 64 64 61 96 114

1,063 1,112 1,046 1,265 1,420

Purpwoop—(thousand cords):

PrOARCEd it v sl bt s Seiismn s Ea i e 52 45 120 193 213
PUTChaBe . com s nient 2ms s Sbh i mr o ricsd) sFie et 10 4 15 97 238
62 49 135 290 451

Wood chips for Weyerhaeuser’s pulp mills are produced in part from logs of a size, species or quality more
suitable for this use than for lumber or plywood, in part from pulpwood and the remainder from residuals from
Weyerhaeuser’s saw mills and plywood plants. The quantity of wood chips produced in the past five years is
shown below:

1952 1963 1954 1966 19566
Woop Caips—(thousand air dry tons):
Produced from—
Logsand pulpwood..........oociviniiinvinnins 631 746 881 829 882
Mill:pesidals ool sdiena, biodva ot IS oun 410 524 552 813 844
1,041 1,270 1,433 1,642 1,726
Purchaged ((Het): s o woms e v v ¢ v s (80) (58) 7 10 21
A o7 N R L BB oA LA S el B L LI e LR L 961 1,212 1,440 1,652 1,747

Manufacturing

Weyerhaeuser has followed a policy of grouping its production facilities at manufacturing centers con-
veniently located in relation to the timberland furnishing the wood supply. There are 10 such centers located
in the States of Washington and Oregon. The integration of mills producing lumber, plywood, pulp, paper-
board and other products facilitates making the most economical utilization of the forest harvest.
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Lumber—Lumber is preduced in a wide variety of kinds and grades, emphasis being placed on quality of
product, made possible in part by providing facilities for kiln drying and surfacing. Weyerhaeuser’s lumber pro-
duction is estimated to represent about 39, of the total for the United States. Weyerhaeuser’s lumber production
for the past five years is shown in the following table (expressed in thousand board feet):

......................................... 1,046,000
........................ e eeeeere.... 1,117,000
......................................... 973,000
......................................... 1,193,000
......................................... 1,194,000

Plywood—Weyerhaeuser estimates that it accounts for approximately 214% of the total United States
production of Douglas fir plywood. Weyerhaeuser’s plywood production for the past five years is shown in
the following table (expressed in thousand square feet—34" basis):

Pulp and Paperboard—Weyerhaeuser estimates that it produces something less than 49, of the total United
States supply (including net imports) of chemical and semi-chemical pulp.

Weyerhaeuser utilized in 1956 approximately 419 of its pulp in its own manufacture of bleached paper-
board and unbleached containerboard, and sold the remaining approximately 599, to others. Weyerhacuser’s
pulp and board production for the past five years is shown in the following table (expressed in tons):

1952
1953
1954
1955
1956

Sold as Pulp
Sulphite Kraft
201,996 91,942
201,617 127,875
210,027 187,500
214,771 195,304
222,317 206,440

Gt D e oY Total
6,899 87,083 387,920
38,900 118,188 486,580
56,136 123,470 577,133
75,795 177,149 663,019
82,295 208,318 719,370

Other Products—Weyerhaeuser manufactures a variety of other products, including hardboard, particle
board, ply veneer, wood fibre and bark products, using principally residuals from its sawmills and plywood

plants.
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Sales and Distribution

Net sales of Weyerhaeuser for the past five years, classified by principal products, are summarized below
(in millions of dollars):
Pulp and

Lumber Paperboard Plywood Other Total
TOBDE, vvos » eon seme sttt b D viors e s $156.8 $ 4.6 $10.0 $18.1 $239.5
TO53%: zos o s b B v o mmn e 156.5 69.3 14.2 17.5 257.5
LO5% e cas 5 v s 25 § vn satel o 150.1 82.8 12.9 16.7 262.5
VDB o wavems nsnis e & swn Sums oo 6% 180.5 96.9 18.3 21.0 316.7
L 51 S S 177.9 106.7 16.0 23.5 324.1

*Fxcluding sales of $20.5 million in 1952 and $19.3 million in 1953 by Wood Conversion Company, a former subsidiary
Weyerhaeuser's interest in this company was distributed to its shareholders on November 30, 1953.

Sales of lumber and plywood include products purchased by Weyerhaeuser from others in order to supply
a more complete line to customers. In 1956, products so purchased for resale represented approximately 24%,
of lumber and 229, of plywood sales. A substantial portion of these purchases was made from one company.

Weyerhaeuser Sales Company, a wholly-owned subsidiary, with headquarters in St. Paul, Minn., is
Weyerhaeuser’s principal distribution organization dealing in lumber, plywood and related products. Pulp,
paperboard, and certain fibre and bark products are sold by scparate sales departments.

Lumber and Plywood—Weyerhaeuser’s lumber and plywood sales represent principally (1) direct shipment
sales from its mills to customers, (2) sales from Weyerhaeuser’s nine wholesale distributing yards, and (3) sales
from Weyerhaeuser’s 87 retail yards.

Lumber and plywood shipments in 1956, by major classes of customers, were approximately as follows:

Lumber Plywood

Retail Yards®.......................... 74.69% 54.8%,
Wholesalers........cooveveiiniiinnnnn.. 9.2 32.4
THAUBEEIBY i 5 i waa s 2% s horacarismind § 11.7 9.2
OUHBE, boamating b vres o9 3 oo bdism e ¢ 4.5 3.6

100.09%, 100.0%,

*Includes sales through Weyerhaeuser’s own retail yards.

Pulp and Paperboard—No one customer accounted for as much as 109, of Weyerhaeuser’s pulp sales in
1956. A small, but increasing, amount of pulp has been sold in the export market.

Kieckhefer purchased approximately 469, and two other companies together approximately 297, of
Weyerhaeuser’s 1956 bleached paperboard production. Kieckhefer purchased approximately 219, and one
other company approximately 269, of Weyerhaeuser’s 1956 unbleached containerboard production.

Transportation

Weyerhaeuser Steamship Company, a wholly-owned subsidiary, owns and operates eight Liberty ships as a
common carrier in the intercoastal trade, carrying principally lumber eastbound and general cargo westbound.
Columbia & Cowlitz Railway Company, another wholly-owned subsidiary, operates as a common carrier from
a junction with main line railroads in Washington to a terminal near Weyerhacuser’s Longview, Wash. plant.
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Properties

In addition to its timberlands described above, Weyerhaeuser has manufacturing and other properties as
indicated below.

Manufacturing Plants
Capacity
per 8-hour shift
LUMBER— No. of Mills (thousand board feet)
Aberdeen, Wash. 1 160
Enumeclaw, Wash. 1 340
Everett, Wash. 2 480
Longview, Wash. 3 950
Raymond, Wash. 1 150
Snoqualmie Falls, Wash. 2 350
Cottage Grove, Ore. 1 150
Klamath Falls, Ore. 1 350
North Bend, Ore. 1 360
Springfield, Ore. 1 310
3,600
Annual Capacity
Prywoop— (Thousand Square feet—34” basis)
TOnEIaW " WaEh- ;. o5t 5w s 0a o 2 Pate 5ran e o ST s G LN R e 75,000
(@10 Y L By v 0o R | RN PRPUNIO T 1 S Mt PP S WOIE St g PP, | 55,000
BRI ERCI O heats Lot ST el v bonsmrot o och s s o Lt 8t o, e 55,000
185,000
Purr anNp ParEreoarD (daily capacities—tons)—
Flp Bleached Unbleached
Sulphite Kraft Paperboard Containerboard Total
Cosmopolis, Wash............. 400 — — — 400
Everett, Wash................. 310 340 — — 650
Longview, Wash............... 350 250 350 180 1,130
Springfield, Ore................ — — — 450 450
1,060 590 350 630 2,630
SpeciAL PropucTs— Annual Capacity
Longview, Wash.—bark products. . .........coiiiiirieeinneenerennss 10,000 tons
Snoqualmie Falls, Wash.—fibre produets. .. ......... ... ..., 15,000 tons
Klamath Falls, Ore.—hardboard................ ... ..o, 80,000,000 sq. ft. (1¢" basis)
North Bend, Ore.—particle board........ ... ciiiiiiiiiiiiiinnnn.. 15,000,000 sq. ft. (34" basis)
Springfield, Ore.—ply-veneer. ... ......cc.uiiiiiriininneeeennnennanas 40,000,000 sq. ft. (14" basis)

A chemical plant for production of the major portion of Weyerhaeuser’s requirements of chlorine and
caustic soda is located on the plant site at Longview, Wash.

Distribution Properties

Weyerhaeuser’s nine wholesale distributing yards are located at Baltimore, Md.; Newark and Freehold,
N. J.; Portsmouth, R. I.; Philadelphia, Pa.; Boston, Mass.; St. Paul, Minn.; Louisville, Ky.; and Los Angeles,
Calif. Six of such yards are owned in fee and three are located on leased land.

Weyerhaeuser’s 87 retail yards are located in Iowa, Minnesota, Montana, North Dakota and South
Dakota, some of which are on leased land.
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Recent Developments

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $169,000,000 for new
plants and facilities and for expansion and modernization of existing plants and facilities. Approximately 179,
of such total represented facilities for lumber and plywood, 549, for pulp and paperboard, 199, for logging
equipment and roads, and 109 for all other. During the same five year period, Weyerhaeuser made retire-
ments from its gross property account of approximately $21,000,000.

Principal plant expansion or acquisition during the five year period included the following:

Longview, Wash.—Substantial increase in kraft pulp production capacity, new bleached paper-
board plant, new unbleached containerboard plant and new chemical plant.

Springfield, Ore.—New plywood and ply-veneer plants and expansion of unbleached container-
board capacity.

Raymond, Wash.—New lumber mill to replace old facilities.

Everett, Wash.—New kraft pulp mill.

Klamath Falls, Ore.—New hardboard plant.

Snoqualmie Falls, Wash.—New fibre products plant.

North Bend, Ore.—New particle board plant.

Cosmopolis, Wash.—New sulphite pulp mill.

Aberdeen, Wash.—Lumber mill purchased.

During the five years 1952-1956, inclusive, Weyerhaeuser expended approximately $13,000,000 for the
acquisition of timberlands.

In December, 1954, the R-W Paper Company was organized for the purpose of manufacturing and selling
glassine and greaseproof papers. This company’s mill was constructed at Longview, Wash., and is supplied with
pulp from Weyerhaeuser’s adjoining pulp mill. The mill, with initial annual capacity of 10,000 tons, commenced
production in June 1956. The capital stock of the R-W Paper Company is owned 509, by Weyerhaeuser and
509 by Rhinelander Paper Company, a subsidiary of St. Regis Paper Company.

In January 1957, Weyerhaeuser purchased a lumber mill, plywood mill and related facilities at Cottage
Grove, Ore. (the capacities of which are shown on page 15), together with approximately 55,000 acres of timber-
lands in that area, most of which is cutover land.

Directors and Officers
The following are the directors and executive officers of Weyerhaeuser:

Laird Bell Director
Carleton Blunt Director
*Norton Clapp Director; Chairman of Board
Edmond M. Cook Director
O. D. Fisher Director
*Edmund Hayes Director; Chairman of Executive Committee

*Chas. H. Ingram Director; Executive Vice-President
Henry T. McKnight Director

*John M. Musser Director; Vice-President
F. W. Reimers Director
C. D. Weyerhaeuser Director

*F. K. Weyerhaeuser

Director; President

J. P. Weyerhaeuser 111 Director

W. P. Gullander Vice-President

Howard W. Morgan Vice-President

Joseph E. Nolan Vice-President; General Counsel
Robert W. Boyd Controller

George S. Long, Jr. Secretary

H. E. Nelson Treasurer

*Member of Executive Committee.
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The directors of the surviving corporation will be the directors of Weyerhaeuser and H. M. Kieckhefer and
R. H. Kieckhefer.

Shareholders

As of March 13, 1957 there were approximately 7,500 shareholders of Weyerhaeuser. No one person
holds of record or is known by Weyerhaeuser to own beneficially as much as 109, of Weyerhaeuser’s common
shares. Each director and executive officer is a beneficial holder of common shares and certain directors and
officers, together with members of their immediate families, are beneficial and record holders of a substantial
number of common shares.

Employees

As of December 31, 1956 Weyerhaeuser and subsidiaries had a total of approximately 14,500 employees.
Most of the plant employees are members of unions. During 1954 an industry-wide strike resulted in a 9 to 12
week shutdown of most of Weyerhaeuser’s logging, lumber and plywood operations. Weyerhaeuser believes
that its relations with its employees are generally satisfactory.

RIGHT TO ABANDON MERGER

The Memorandum of Agreement (Exhibit B) provides that the merger may be terminated and abandoned,
either before or after approval of the shareholders of one or more of the respective corporations has been
obtained:

(a) by mutual consent of the respective boards of directors of the corporations.

(b) by the Board of Directors of any one of the corporationsif,in the judgment of a majority of its direc-
tors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling from
the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto will be tax-
free as to the corporations and the stockholders who exchange.

(c¢) by the Board of Directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(i) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of share-
holders of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares
which they otherwise would have been entitled to receive pursuant to the terms of the merger;

(ii) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(iii) the failure of Kieckhefer or Eddy to perform any agreement thereunder;

(iv) the inaccuracy or untruth of any material representation and warranty made therein by
Kieckhefer or Eddy;

(v) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy and its subsidiary or subsidiaries; or

(vi) The failure for any reason by any other party under the Agreement of Purchase and Sale
mentioned above under ‘“Proposed Merger—Agreement Relating to Stock Purchases by Weyer-
haeuser” to sell his shares to Weyerhaeuser as provided therein or the failure of any other party
to render full performance of his obligations thereunder.

(d) by the Board of Directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of:

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;
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(ii) the failure of Weyerhaeuser to perform any agreement thereunder;
(iii) the inaccuracy or untruth of any material representation and warranty made therein by
Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.

If the merger shall not become effective or is terminated or abandoned, each corporation has agreed to
pay all of its own expenses incurred in connection with the proposed merger, the negotiations leading to the
merger and any preparations made for effectuating the merger.

CERTAIN TAX CONSEQUENCES OF THE MERGER

In the opinion of counsel for the respective companies, the merger will not, under present Federal tax law,
result in the realization of gain or loss by any of the three companies or by their stockholders who exchange or
by the stockholders of Weyerhaeuser who retain their shares.
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AUDITORS’ CERTIFICATE

We have examined the consolidated balance sheets as of December 31, 1956, and the related statements of
consolidated income and surplus for the three years then ended, of:

Weyerhaeuser Timber Company and subsidiaries
Kieckhefer Container Company and subsidiary
The Eddy Paper Corporation and subsidiaries

Our examinations were made in accordance with generally accepted auditing standards, and accordingly in-
cluded such tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances.

In our opinion, the accompanying consolidated balance sheets and related statements of consolidated in-
come and surplus present fairly the consolidated financial position of the respective companies as of December
31, 1956, and the consolidated results of their respective operations for the three years then ended, and all were
prepared in conformity with generally accepted accounting principles consistently applied by each company
during the periods under review.

We have also made similar examinations of the “Summaries of Consolidated Income” appearing else-
where herein; in our opinion, these summaries present fairly the consolidated results of operations of the respec-
tive companies for the five years ended December 31, 1956, and were prepared in accordance with generally
accepted accounting principles consistently applied by each company during the periods under review.

ArTHUR ANDERSEN & Co.
Chieago, Illinois,
February 23, 1957.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
CaBh o sams v sivsis steis sy e T wags U T S e D e & $ 17,286,382
Marketable securities at cost........ccoiiiiiiiii i i i e 40,070,690
Receivabled. . con soes sons o oo o Lims e sa6 Bas s e same S vees o $ 23,492,358
Less—Reserves for doubtful accounts. ............... ..., 363,328 23,129,030
Inventories (Note 3)—
Lumber and other finished products. . ............. ..., $ 11,168,428
TOFR NG g I ek DS A s wet R el e SN TR 10,375,361
OR DT LAV RABEEIIAIR . s n s wine wraialn s d sl biokacs sl minsien wimomla aimiie a0t be b 1,932,952 23,476,741
TLOtAl CUETONb ABROEE . oo v viamin 350s0 w5caie e WIRA VRS S0 SASPE s $103,962,843
SurpLy INVENTORIES, PREPAID EXPENSES, ETC.!
Materials and supplies, at average cost............ooiiiiiiiiiiiian, $ 4,319,455
Miscellaneous prepayments and deferred charges. ...................... 2,745,252 7,064,707
InvesTMENTS, TAX REFUND CrLAIMS, ETC.:
Investinents; ab:eosbi: ooy v vmns s s vens S99 s5E 5 00 VEles LEEE FOEE § $ 2,362,998
Claims for refund of Federal income and excess profits taxes............. 3,899,860
Long-term receivables..........ouuiiiiiniiii i i 769,894 7,032,752

TiMBER AND TiMBERLANDS, ETc., AT MaRcH 1, 1913 values determined for
Federal income tax purposes and approved by the U. S. Treasury Depart-
ment, plus subsequent additions at cost (Notes4and 5)................ - 86,352,076

REAL EsTATE, PLANTS AND EQUipMENT, AT CosT (Notes 4 and 5):

LA ¢ ¢ o naes Sies salhs aifime s brms SEiES Hilks Shm pros FeR Soms ks i s $ 3,917,050
Buildings and improvements. . . .......iii it i i e 50,831,091
Machinery and equipment. . ...t i 189,726,099
Rail and bruekrosid. . s s sarasen st s s smres s 3 e s 36,767,390
Uncompleted construction: . ... cveven v vin s ivns st soie suessissaes 48,677,170
$329,918,800
Less—Reserves for depreciation and amortization. ..................... 130,349,345 199,569,455

$103,081,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

CURRENT LIABILITIES:
Aceounts PAVADIS: cwsw sswiv v 5w v o SomE TR SR S e Sea B d s e $ 17,837,659
ACCEE BADITITIER: v woverss wumnimsruisnsins ssussis o st sase oiwmyre g sarsim s s s 15,554,520
Provision for Federal income taxes. ..........ccoiiiinn. $ 37,207,111
Less—TU. S. Government securities. ...........vvuiiunneneonnnnnennn 36,700,000 507,111
Total current liabilities.. .......ccvvviiiiiininiiiii s, $ 33,899,290

CAPITAL STOCK AND SURPLUS:

Capital stock, par value $7.50 per share, 25,000,000 shares authorized
and issued (NOtE 0) ..t inet ettt e tsesesnnnrnnneeeennnnnns $187,500,000

Increase in value of timber and timberlands resulting from March 1, 1913
revaluation—see accompanying statement. ..............ccoiiiiinn.n. 24,982,760

Earned surplus (income retained in the business)—see accompanying state-
T g A S T 159,987,764

Treasury stock, 78,701 shares, at cost (Note 7).......ccvvveeviinnnn... (2,387,981) 370,082,543

$403,981,833

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME

For the Three Years Ended December 31, 1956

SaLEs AND OTHER INCOME:
Gross sales, less discounts and allowances................

Other income (net)—

Proceeds from sale of timber and timberlands..........

Transportation and terminal revenues (net)............

Ioterest INCOMIO .« i « sv wioren swin ssime swnss e sisinn vais o

Cash discounts received. ...............coivvunnnnnn.

Profit on sale of U.S. Government securities and
commercial paper (Note 8). ..........ccoiiiiinn...

Miscellaneous income (net) . ..........ccoveiuniiann..

CosT oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, deple-
tion, amortization and taxes as shown separately below—
Cost of sales (Note 3).......ccovrveeiinennennn..
Selling and shipping expense. ..............ccvov.n..
General and administrative expense.................

Depreciation, depletion and amortization (Notes 5 and 10)
Taxes other than taxes on income (Note 10).............

Provision for doubtful accounts. . ......................

Total cost of sales and expenses. ...............

ProvisioN ror TAXES oN INCOME:
Federal—mormal and surtax. . .........ccoviirinnnnnn...

Year Ended December 31,

1954 1966 19566
$262,496,948 $316,732,545 $324,129,330
$ 1,368,421 $ 1,609,598 § 1,229,354

834,977 1,443,988 1,518,842

798,686 1,286,678 2,562,732

1,374,767 1,529,007 1,431,883
1,378,989 706,558 —_

815,435 1,126,256 661,886

$ 6,571,275 $ 7,702,085 $ 7,404,697

$269,068,223 $324,434,630 $331,534,027

$159,647,000 $185,424,628 $192,046,336
12,265,885 13,470,629 14,218,781
11,055,145 11,892,205 11,402,762
18,098,974 22,490,522 24,310,461
8,154,934 9,799,452 11,748,991
39,544 29,651 28,761
$209,261,581 $243,107,177 $253,756,142
$ 59,806,642 $ 81,327,453 $ 77,777,885

$ 23,700,000
596,287

$ 31,100,000
986,423

$ 25,600,000
731,282

$ 24,296,287

$ 32,086,423

$ 26,331,282

$ 35,510,355

$ 49,241,030

$ 51,446,603

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-

dated income.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

Year Ended December 31,
1954 1966 1956

EARNED SURPLUS (income retained in the business)

Balance at beginning of year............................. $120,784,292 $138,528,433 $132,677,686
Add:
Net income from statements of consolidated income. . . ... 35,510,355 49,241,030 51,446,603
Realization of March 1, 1913 increase in timber value, trans-
ferred to earned surplus (see statement below)........... 866,795 1,054,252 788,625

$157,161,442 $188,823,715 $184,912,914

Deduct:
Dividends paid ($.75 per share in 1954, and $1.00 per share
in 1955 and 1956 on shares outstanding after giving effect

to 4-for-1 split in 1955).. . . ccccviviinnnnnnnsnnsnsnsns $ 18,633,009 $ 24,896,029 $ 24,925,150
Amount transferred to capital stock (approved by share-
holders on December 22, 1955) (Note 9)............... — 31,250,000 —
$ 18,633,009 $ 56,146,029 $ 24,925,150
Balance:atend oF WeT oo 1 v v wns wesh samim sovd Hes saas w $138,528,433 $132,677,686 $159,987,764

INCREASE IN VALUE OF TIMBER AND TIMBERLANDS
RESULTING FROM MARCH 1, 1913 REVALUATION

Balance at beginning of year.............ciiiiiiiiiin.. $ 27,692,432 $ 26,825,637 § 25,771,385

Deduct—Realization, through sales, of March 1, 1913 increase
in timber value, transferred to earned surplus (see statement
BIONE iunis ool s S s S e SR TaTha, ekt e i 866,795 1,054,252 788,625

Balanceiatend Of Jear 4/l s Suses st cveer snarerd by wsnds as $ 26,825,637 $ 25,771,385 § 24,982,760

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of consoli-
dated surplus.




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(1) ProrosEp MERGER OF KiECEHEFER CONTAINER CoMPANY AND THE Eppy PAPER CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis oF CONSOLIDATION:

The consolidated financial statements include the accounts of Weyerhaeuser Timber Company and all
wholly owned subsidiaries.

Intercompany accounts, sales and profits have been eliminated in consolidation.

Investments in subsidiaries consolidated at December 31, 1956 were carried on the books at $3,095,394
which was $5,786,935 less than the company’s equity in the underlying net assets of such subsidiaries.
This difference represents the company’s equity in undistributed earnings of such subsidiaries since
acquisition and has been included in consolidated earned surplus.

(3) VALUATION OF INVENTORIES:

Inventories of logs, lumber, plywood and pulp at December 31, 1956 ($16,266,104) were priced at cost,
determined on the basis of last-in, first-out. Other products and raw materials were priced at the lower
of average cost (determined on the basis of first-in, first-out) or market. These methods of pricing
were adopted as of January 1, 1941, and have been used consistently since that date. Inventories
used in determining cost of sales were as follows:

Amount
At December 31, 1953 . . . . ... it i i i $14,256,481
Al December 81, JIDL: . ciun s s s s soiswise ssite. s @ 16,023,930
At Dacamber 8L, I0BH: ivuun vawn svs v siaws s oves s S5 4 16,542,719
At Dieoernber 81, 19006 . .o s suinn ovws s dsns feis foss vk ws 23,476,741

(4) TimBER, TIMBERLANDS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timber, timberlands, plant, property and equipment are carried do not purport
to represent replacement or realizable value.

(5) DEPRECIATION, AMORTIZATION AND DEPLETION PoLicy:

Depreciation of plants and equipment, including main line railroads, has been provided generally at
rates based upon the estimated service lives of the properties. Assets acquired prior to January 1,
1954 have been depreciated at straight line rates. Beginning that date capital investments in new
plants and equipment have been depreciated on the sum of the years’ digits or declining balance meth-
ods. Itisnot practicable to present all the rates used in computing the annual depreciation provisions;
the effective annual rates for the principal classes of properties during the period under review were
ag follows:




WEYERHAEUSER TIMBER COMPANY AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

1954 1966 1956
Buildings and improvements—
TDEETOUIE o. wretin il s wrerminmimbini sans mimsose anoiivinbtad et 20 4.0% 4.09%, 4.19,
o T3 S e - B 3.0 3.4 3.5
Wiooas ODETALIONIE. 5 o varivui v 55w mwsi. ¥Heess) d6ves 653 vkt GUSTai Mot ¢ 5.8 7 Tad
Wholesale and retail yards.........cciviiiiiinneniviiinnianes 2.8 3.2 3.2
Other DrOPORtY v i almirasss nans Vs swis S sains S Ge as 3.2 4.4 4.0
Machinery and equipment—
Tatabernilli. o, Jo e R S DA s S vt Fonsind Sbier sisisd 4.3 5.8 6.0
35§ er ML NG L e e R O o SPRNE Wt SRR DRI, e ke 5.6 6.6 6.9
'Woods ODOFATIONSY & o ity el o oeus Srs Do i Svas sume S v 11.7 12.1 12.0
Wholesaleand retail yards..............coiiiiiiineinnnnnnn.. 5.9 6.5 7.0
RS PRODEEEY e ! ot s et s L s v s s Tt e 11.6 11.4 11.0

Amortization of logging railroads and truck roads has been determined on the basis of the estimated
quantity of timber to be hauled over these roads.

Depletion of timber has been charged to operating costs as timber has been harvested, or lost as the
result of fire, storm, insect infestation or other casualties. Depletion rates have been based on March
1, 1913 values plus subsequent additions at cost, related to the estimated total recoverable saw
timber. Realization, through sales, of March 1, 1913 increase in timber value is recognized currently
by a transfer of the applicable amount to earned surplus.

Maintenance and repairs, and minor replacements of property are charged to expense as the expenditures
are made, except that extraordinary major repairs which extend the life of the property are charged
to the reserve for depreciation. Betterments and replacements of major units of property are capi-
talized and the replaced items are retired. The cost of property sold or retired is removed from the
plant accounts, the accumulated depreciation thereon is removed from the depreciation reserve, and
the net gain or loss is carried to the income account.

(6) RETIREMENT PLANS:

The company and certain of its subsidiaries have established retirement plans for salaried and certain
hourly employees, the costs of which are being contributed in full by the companies. Under the terms
of the trust agreements, funds contributed by the companies to meet the purposes of the plans, to-
gether with the earnings thereon, are to be held, managed and invested by independent trustees.
The companies have reserved the right to amend or terminate the plans at any time. Past service
costs under these plans have been funded at December 31, 1956. Contributions to these plans during
the period under review, included in cost of sales and expenses, were as follows:

Current Past Service

JHBL. o st s e S Bsessccrn v v $1,133,751  $ 68,375
B b e T S S VT 1,183,519 973,762
LD, s wcns e W s et B e 0 S RN NS 1,238,937 138,972

The company has agreed to establish a retirement plan for hourly employees in the logging, lumber
and plywood operations. This plan is scheduled to become effective June 1, 1957 and is an extension
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NOTES TO FINANCIAL STATEMENTS

of the noncontributory plan already applicable to other hourly rated employees. Past service cost is
estimated at $13,125,000 at the effective date of the plan. The cost for current service for the first
year of the plan will approximate $915,000.

(7) IncenTIVE STOCK OPTION PLAN:

On May 20, 1952 the Board of Directors adopted an incentive stock option plan under which plan, as
amended, employees of the company or its wholly owned subsidiaries could be granted options to
purchase not more than 300,000 shares (after adjustment for stock split—Note 9) of the capital stock
of the company. Any options granted under the plan become exercisable after one year of continued
employment following date of issuance and expire not later than ten years from date of issuance, or
earlier in the event of death or termination of employment. The option price may not be less than
959 of the fair market value of the shares on the date the option is granted.

Pursuant to the plan, options to purchase 190,236 shares of capital stock at $17.50 per share, 25,460
shares at $24.50 per share, 9,064 shares at $36.00 per share, and 19,620 shares at $40.00 per share
were granted to certain officers and employees on September 22, 1952, November 17, 1954, August
30, 1955, and June 13, 1956, respectively. All such options expire seven years from date of issuance,
or earlier in the event of death or termination of employment. One of the September 22, 1952 options
for 4,800 shares expired three months after termination of the optionee’s employment. Other informa-
tion pertaining to these options is summarized below:

Shares as to which options were outstanding at December 31, 1956:

at Grant Date at Grant Date
Da.:;}ergﬁt;igns 01?'%?11:::5 Per Share Total Per Share Total
Sept. 22, 1952........... ... ..., 22,164 $17.50 $ 387,870 $17.50 $ 387,870
Nov. 175 P64 i saeis vas v o v & 16,733 24.50 409,958 24.50 409,958
Aug. 30,1955, ....... .. ... .. ... 9,064 36.00 326,304 36.00 326,304
Junie 13,1986 .0 v wrem siam & ais 4 19,620 40.00 784,800 40.00 784,800
67,581 $1,908,932 $1,908,932

Shares as to which options became exercisable during the years 1954, 1955 and 1956:

Option Price at Quoted Value at
; First Exercisable Date First Exercisable Date
Date Options Number
Year Granted of Shares Per Share Total Per Share Total
1955 Nov. 17, 1954 . ou vovn s 25,460 $24..50 $ 623,770 $42.00 $1,069,320
1956 Aug. 30, 1955, ........... 9,064 36.00 326,304 40.00 362,560
34,524 $ 950,074 $1,431,889
26
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Shares as to which options were exercised during the years 1954, 1955 and 1956:

lt)lbpt.ion Price at Quoted Value at

Dates Options Number ate of Exercise Date of Exercise

Year Granted of Shares Per Share Total Per Share Total
1954 Sept. 22, 1952............ 50,140 $17.50 $ 877,450 $23.54 $1,180,485
1955 Sept. 22, 1952............ 81,576 $17.50 $1,427,580 $33.67 $2,746,991
Nov: 17, 1954 cuns vmn s 3,912 24.50 95,844 42 .37 165,738
85,488 $1,523,424 82,912,729
1956 Sept. 22, 1952............ 31,556 $17.50 $ 552,230 $39.93 $1,260,170
Nov.17,1964............ 4,815 24.50 117,967 40.64 195,698
36,371 $ 670,197 $1,455,868
171,999 $3,071,071 $5,549,082

All of the options exercised have been satisfied by the issuance of treasury stock and of the 78,701 shares
held in the treasury at December 31, 1956, 67,581 are reserved for the options outstanding at that date.
The gain or loss on disposition of treasury stock is credited or charged to income as each option is exer-
cised, otherwise no charges have been made to income with respect to any of these options.

(8) SALE OF MARKETABLE SECURITIES:
The cost of marketable securities sold is determined on the basis of identified securities.

(9) CarrTAL STOCK:

Effective December 30, 1955 the company’s 6,250,000 shares of capital stock having a par value of $25
per share were changed into 25,000,000 shares each having a par value of $7.50. In this connection
$31,250,000 was transferred from earned surplus to the capital stock account, making the total capital
stock $187,500,000.

(10) SUuPPLEMENTARY INCOME AccoUNT INFORMATION:
Year Ended December 31,

1954 1956 1966
Charged directly to cost of sales and expenses:
Maintenance and repairs. . .......oiiiiiiiniiennn. $16,123,664 $19,444,173 $22,224,375
Depreciation, depletion and amortization............. 18,098,974 22,490,522 24,310,461
Taxes other than taxes on income—
Real estate and personal property................. $ 4,471,087 % 5,139,874 $ 5,253,086
S06IAL BECUTIET . + + v ov vvvv e eims s ose sss oimne snns smess 1,680,173 2,004,492 2,332,205
Franchise. . .....cooiiriirii ittt 425,091 655,925 780,277
Miscellaneous. . ..o e i i e 1,578,583 1,999,161 3,383,423
Tl FEE A S s voni simn vos 8 oS SRS Bods aane i $ 8,154,934 $ 9,799,452 $11,748,991
Rentsandroyalties..........c.ovviiiiiiinrinennnn. $ 547,823 $ 619,302 § 661,578
Charged to other income accounts:
Maintenance and repairs. . .........coiiiiienaaaa.. $ 1,083,463 $ 1,161,928 $ 1,258,186
Rents and royalties............ccoviviveeennennnn., 415,270 433,808 448,904

No management or service contract fees were paid.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
IBETE, oo s i marmt s e e s 8 RS Taaie BUAE % BTSSR BT e s $ 4,756,041
Notes receivable from The Eddy Paper Corporation, current portion....... 1,100,000
ROCRIVADIOR. . . o o cios o s s aiaioie mimn aiaiam 2mrs Siamme amies Smdie Fimmisiaia aisisa Riasme mm $ 7,831,704
Less—Reserve for doubtful accounts and cash discounts................ 258,223 7,573,481
Inventories, at average cost or market, whichever lower (Note 3)—
Work in process and finished goods. ..............ci i, $ 2,114,285
BOILBLOCK.. ...t viminir: minih i bmbo biri wivision wfeiiom bismssicn smcs T on Hnsiesn Soiion sosimin sinad 2 5,912,413
Rawmaterials. . . ...t ittt i e 1,937,066 9,963,764
Total current BE8et8. .o w s wos s s s onis sies e sene sals s el o $ 23,393,286
SuppLy INVENTORIES, PREPATD EXPENSES, ETC.:
Materials and supplies, at average cost...........ccoviiriiii .. $ 1,187,503
Miscellaneous prepayments and deferred charges. ....................... 521,206 1,708,709
InvESTMENTS, ADVANCES, ETC.:
Investment, at cost—
The Eddy Paper Corporation—
Common stock, 26,090 shares (Note 1).....cvviiinnnninnnnnnnnnnnns $ 805,491
Notes receivable, due $1,100,000 annually to 1960 and $500,000 annually
thereafter, less current portion above............................. 5,800,000
Miscellaneous physical property, less reserves. ...........coviviinnnnann. 1,403,285
(1021 o S U S R S P = e e ST 807,296 8,816,072
ConstrucTiON FunD, for improvement and expansion programs as authorized
by the Board of Directors (INote4).....ooviveernerinnnnneeennnnnnnnnnns 15,000,000
TiMBERLANDS AND TiMBER RigHTS, at cost (Notes5and 6)................. 12,134,835

PLANT, PROPERTY AND EQUIPMENT, at cost (Notes 5 and 6):

] D773 To IO PN SRS R . NS, VI [ SRR [ SOy SNy MOCIRS WS 0 SIS - $ 428,658
Buildings and improvements. . . ....... ...t i i 17,120,141
Machinery and equipment, ete. ........ ...ttt 51,142,597
Unictmpleted consbraction:: b oo vivs vissas swswwis s svss sevs oo i 1,476,643
$70,168,039
Less—Reserve for depreciation and amortization. ....................... 27,256,549 42,911,490

$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated balance
sheet.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

LIABILITIES

CURRENT LIABILITIES:
AdB0UNts payablé:Fi.. o vanaMain cows swsm enm s sess Ses seEs Vs S08E & $ 1,936,179

Accrued Labilities. . . ...t e e 1,470,077
Provision for Federal income taxes. .........outtvrveiineeinneennnannns $11,812,431
Less—U. S. Treasury Notes. .. ....ivuiiiiiiiiiiiiiiiiiiiinennnnnns 11,812,431 —
Total current Habilibies. .. ovw v v onle suiminen suits sasis sn s a'sie o $ 3,406,256

MinoriTY INTEREST IN CoMMON STOCK AND SURPLUS OF SUBSIDIARY........ 7,051,903

CAPITAL STOCK AND SURPLUS:
Common stock, no par value—

Authorized 30,000 shares, outstanding 29,889 shares, stated at.......... $ 5,977,800
Paid-in surplus—see accompanying statement................ccciviin.n.. 11,841,129
Earned surplus (income retained in the business)—see accompanying statement 75,687,304 93,506,233

$103,964,392

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

STATEMENTS OF CONSOLIDATED INCOME

For The Three Years Ended December 31, 1956

Year Ended December 31
1964 1956 1956
SaLES AND OTHER INCOME:
Gross sales, less discounts and allowances (Note 8).......... $65,628,913 $78,212,044 $86,520,628
Other income (net)—
Dividends received on common stock of The Eddy Paper
COrpOLation: : « wusy swss msn s wams 880 e SRS SeE A $ 313,080 $ 313,080 $ 365,260
Interest income (net).......covviiiiviiiniiiivennnnnnn. 343,380 523,229 792,819
Cash discountsreceived. .........covviiiiiiinennnnnnn. 196,842 216,390 263,152
Net gain or (loss) on disposal of machinery and
equipment, etc.. . . . ...t i i i (92,969) 134,271 138,197
Miscellaneous income (net) . ......ccovvevnnniinnnnnnn. 147,123 63,216 (22,959)
$ 907,456 $ 1,250,186 $ 1,536,469
$66,536,369 $79,462,230 $88,057,097
CosT oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation, depletion,
amortization and taxes as shown separately below—
Cost of sales (Note 3).......covtininiiiiiiiiaaeennn $43,503,932 $51,561,255 $58,685,285
SOl lNg BXPONEaL.: sl e aramars e S S S e 455 e 1,941,769 1,984,873 2,098,744
General and administrative expense.................... 1,182,857 1,037,207 1,124,585
Depreciation, depletion and amortization (Notes6 and 9).. . ... 2,992,323 3,533,387 4,130,449
Taxes other than taxes on income (Note 9)................. 713,630 912,908 962,830
Total cost of sales and expenses................... $50,334,511 $59,029,630 $67,001,893
Income before taxes on income.................... $16,201,858 $20,432,600 $21,055,204
Provision ror TAxns oN INcoME:
Federal—mormal and surtax.............ccooviiiinnenn... $ 8,560,000 $10,100,000 $10,540,000
D000 ¢ v o vans s F o B S TR e e Srein e e o 308,868 312,426 415,336
$ 8,868,868 $10,412,426 $10,955,336
Income before deducting minority interest.......... $ 7,332,990 $10,020,174 $10,099,868
MinoriTY INTEREST IN NET INCOME OF SUBSIDIARY............ — 312,678 412,422
NOb TGO s 5w s 5 S U0 Lvem Ses Lare e i $ 7,332,990 $ 9,707,496 $ 9,687,446

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of

consolidated income.
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KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

STATEMENTS OF CONSOLIDATED SURPLUS
For The Three Years Ended December 31, 1656

Year Ended December 31
1954 19566 1956
EARNED SURPLUS (income retained in the business)

Balance at bepinning of Feat.. qumms sams vsn vems v wams vess s $51,184,121 $57,809,447 $66,806,861

Add—Net income from statements of consolidated income... ... 7,332,990 9,707,496 9,687,446
$58,517,111 $67,516,943 $76,494,307

Deduct—Cash dividends on common stock, $24 per share in 1954
and 1955 and $27 per sharein 1956........................ 707,664 710,082 807,003

Balanice atiend ol eat... ... ales o e s ariius i sve st $57,809,447 $66,806,861 §75,687,304

PAID-IN SURPLUS

Balance at beginning of year.................iiiiiiiiiiiia... $ 138,807 $10,812,004 $11,841,129

Add:
Excess of sales price of 403 shares of the Company’s common
stock sold to certain officers and employees over stated value
HhEEEOE. . & v s won v snis s Sas el G e o Al . —  $1,029,125 § —
Excess of sales price of common stock (a 209, interest) of sub-
sidiary sold by the subsidiary over par value thereof, less
amount applicable to minority interest................ ... 10,673,197 =5 —

$10,673,197 $ 1,029,125 $§ —

Balance af 60d of YeAr.. . voc s cmes s s e s soas s 55w v $10,812,004 $11,841,129 $11,841,129

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of
consolidated surplus.
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NOTES TO FINANCIAL STATEMENTS

(1) ProrosEp MERGER OF KIECKHEFER CONTAINER CoMPANY AND THE Eppy PAPER CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of
Directors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to
stock purchases by Weyerhaeuser.

(2) Basis or CONSOLIDATION:

The consolidated financial statements include the accounts of the Company and North Carolina Pulp
Company, an 809, owned subsidiary. On December 30, 1954, The Eddy Paper Corporation acquired
from the subsidiary 209 of its presently outstanding common stock. Prior to such date, the Company
owned all of the outstanding common stock of the subsidiary.

Intercompany accounts, sales and profits have been eliminated in consolidation.

The Company’s equity in the net assets of the subsidiary was $25,607,614 in excess of the Company’s
investment therein at December 31, 1956. Of this amount $14,934,417, representing undistributed
earnings since date of acquisition, has been included in earned surplus in the consolidated balance
sheet, and $10,673,197, representing the Company’s equity in paid-in surplus of the subsidiary, has
been reflected as paid-in surplus in that statement.

(3) INVENTORIES:

The opening and closing inventories used in determining cost of sales during the three years ended
December 31, 1956, were—

December 31—
1958 & i dvise snm winis ovss $7,090,943
1954 oo snns von v s 8,166,859
1968  coves v i st e 8,021,711

1966°  cuwen s annadis 9,963,764

(4) ConstrucTiOoN Funp:

Construction fund for improvement and expansion programs authorized by the Board of Directors
represents cash of $3,206,977 and U. S. Treasury Notes of $11,793,023.

(5) TmmBERLANDS, TiMBER RiGHTS, PLANT, PROPERTY AND EQUIPMENT:

The amounts at which timberlands, timber rights, plant, property and equipment are carried do not
purport to represent replacement or realizable value.

(6) DEPRECIATION, AMORTIZATION AND DEPLETION PoLICY:

Depreciation of plant, property and equipment has been provided generally at rates based upon the
estimated service lives of the properties. Assets acquired prior to January 1, 1954, have been depre-
ciated at straight line rates and those acquired subsequent to that date on the sum of the years’
digits method. It is not practicable to present all of the individual rates used in computing the
annual depreciation provisions; the effective annual rates during the period under review for the
principal classes of properties were as follows—
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1954 1955 19566

Buildings and improvements—

Palpanill . i o T s St s s i e 4.3% 4.5%, 4.99,

Milk carton PIARLS. . ccov cowi o5 vonsmvs vvims s Sois 2.6 3.0 3.3

Container plants. . .......ooviiiiiiiriiiinnnnns 2.7 2.8 3.0
Machinery and equipment, etc.—

Pulpmill. . .covnimon cvne dome wmeviiin siases s wmimimors s 6.8 7.2 7.6

Milk carton PLante:, ..oua wown sues sumsieans s p s 9.0* 10.5* 9.7

Container plants.t. v o hellidiod sl s man seon s v 6.6 7.1 7.1

|

*Excludes special provision for obsolescence of 3.9% and 2% in the years 1954 and 1955, respectively.

Depletion of timberlands and timber rights is computed on the basis of estimated total recoverable
timber at time of purchase without giving consideration to regrowth.

Maintenance and repairs and minor replacements of property are charged to expense as the expenditures
are made. Betterments and replacements of major units of property are capitalized and the replaced
items are retired. The cost of property sold or retired is removed from the asset accounts, the accu-
mulated depreciation thereon is removed from the depreciation reserve and the net gain or loss is
carried to the income account.

(7) RETIREMENT PLANS:

The Company and its subsidiary have established separate retirement plans for certain hourly employees,
effective August 1, 1956, and December 1, 1951, respectively. Both plans provide for regular contri-
butions, through payroll deductions, by the participating employees, with the balance of funds
needed to meet the purposes of the plans to be contributed by the companies. Under the terms of
trust agreements, all funds contributed under the plans, together with earnings thereon, are to be
held, managed and invested by independent trustees. The companies have reserved the right to
amend or terminate the plans at any time. The Company intends to fund past-service costs under
its plan over a ten-year period, commencing August 1, 1956, and estimated past-service costs of
$553,984 had not been funded at December 31, 1956. All past-service costs of the subsidiary’s plan
have been funded. Contributions to these plans during the period under review, included in cost of
sales and expenses, were as follows—

Past
Current Service
I T T e $ 33,510 $ —
OB o s wova w5 B iR Sa 38,366 —_
1966. . ..ottt it 61,301 24,086

$133,177 $24,086

(8) SALES OF THE SUBSIDIARY:

All of the sales of the Company’s subsidiary for the years ended December 31, 1954 and 1955, and the
three months ended March 31, 1956, were made to the Company under a cost-plus contract. Sub-
sequent to April 1, 1956, the subsidiary sold approximately 209, of its paperboard output on a similar
cost-plus basis to The Eddy Paper Corporation.




KIECKHEFER CONTAINER COMPANY AND SUBSIDIARY

NOTES TO FINANCIAL STATEMENTS

(9) SUPPLEMENTARY INCOME AcCOUNT INFORMATION:
Year Ended December 31

1964 1956 1966
Charged directly to cost of sales and other income accounts—
Maintenance and repairs. .. ... ......iiiiiiii., $2,815,770 $3,428,856 $4,358,352
Depreciation, depletion and amortization................ 2,992,323 3,533,387 4,130,449
Taxes other than taxes on income—
N L —— $ 188,982 $ 276,881 $ 285,382
Bocial BBCUTILY . <o v somis sow s asis < 250 5 sl SRS 5 375,096 422,116 440,316
FraAOBIRe wsven ams. sute s00s Sius a0 S s v Sns saa k& 86,645 150,161 179,645
[T A e s [P N SRS U A SR 62,907 63,750 57,487
$ 713,630 $ 912,908 $ 962,830
Management and service contract fees. . ................ None paid
BEBE. con vonv ssio s 5 men e 5 Sn §am e Thd SE S Not significant
ROVAIEHE e - - e i e, main e s B e S T B TGS $ 333,155 $ 508,041 $ 588,846
Provision for doubtful accounts. . ...................... 160,021 41,237 35,613
Charged to plant, property and equipment—depreciation... ... — 7,382 7,491

(10) Prorir-SHARING PLAN:

Kieckhefer Container Company and its subsidiary have established a profit sharing plan for employees
and officers who are compensated on a monthly salary basis. Under the plan, all contributions are
made by the companies to a Trust which is administered by a committee. The companies have
reserved the right to amend or terminate the plan at any time; however, all contributions, together
with the earnings thereon, at the date the plan is terminated remain the interest of the participants
and do not revert back to the companies. Contributions during the period under review, charged
to income, were as follows:

i AP el N . et PR ot Pt LI $288,964
T el St e 333,418

JOBB .« it wmnons somis o wsmior o o musiars wisvcan mws s Ve sl S i s SRR AmRS e & 367,613
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

ASSETS
CURRENT ASSETS:
CHEN s o it i SR o i S 00 o A e e T S8 s et o e $ 4,152,534
Marketable securities at Cosb.......vvivrinrieriirirriirarenrieneanes 1,800,000
ReCeivables. .. ..ottt i i i ettt et $ 3,234,224
Less—Reserves for doubtful accounts. ........ccvviiviieiinnnnnnn, 127,512 3,106,712
Inventories (Note 3)—
WOk T PYOCERE: « oo s wsins s saieis s Sias Sisiets serat Seiee shets sioieis aderave s $ 1,244,738
Paperboard, waste paper and pulp........ooviiiiniiiiiiiiiiiiiinn., 3,072,990 4,317,728
‘Totad cutrent 888et8: cuves svon v st swi s sl SRas s P Wens & $13,376,974
SuprpLY INVENTORIES AND PREPAID EXPENSES:
Supplies, at average Cost. . . ...ttt e i e $ 555,080
Prepaid eXPenien - o: sorn susd s 50 sue i S ek i B S S e SR S 139,256 694,336
INVESTMENTS, ADVANCES, ETC.:
Investment in North Carolina Pulp Company (Note 4)................... $17,000,000
Investment in and advances to Ace Folding Box Corporation exclusive of
advances of $53,000 included in current assets (Note 5)......ccovvvunnns 820,655
OBHET¢ a5 3o5 s 5wl e R S S Sra e i, R s mieie e B 246,423 18,067,078
PranT AnND EQuipMENT (Notes 6 and 7):
Cost Reserves Net
ANk 55t e s s e T s e S et 5 $ 137,047 § — $ 137,047
BB o o oo swen waiws wows wmms s 3o Ew & 8,085,663 3,108,360 4,977,303
Machinery and equipment, ete................ 14,353,780 7,600,000 6,753,780
$22,576,490 $10,708,360 $11,868,130 11,868,130
$44.,006,518

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-

ance sheet.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

LIABILITIES

CURRENT LIABILITIES:
Current maturities of notes payable to Kieckhefer Container Company

(INIGEE )., « o onmin sissivimsnst wgsouemass (EUstsa Beerton §5wsris et sitain i asiois Fuesfsd) SEURS 5 Ealp wnnie $ 1,100,000
ACCOMNLE PAYADIE . ciu cns swms swny cmws sam s i s s Ses Sas vas SEEE EaaE Sas 1,683,496
Accrued liabilities.. . .. ... vvireiiiiinniiii it it s 929,398
Provision for Federal Income taXe8. .......oo e eeeernnrnenensensnnnns $3,909,409

Less—U. S. Government Securities.........oovieiieernerrnnneenonnrens 600,000 3,309,409

Total current Habilities. . ... vvvieen et et eececi e ineeenann $ 7,022,303

Nores PayaBLE To KinckHEFER CoNTAINER ComPANY, 3149, unsecured, due
$1,100,000 annually to 1960 and $500,000 annually thereafter, less current ma-
QUrIties ADOVE IINOEE A) o somonrvimomsnisainn saems Coi o b aah Som s v s v 5,800,000

CAPITAL STOCK AND SURPLUS®

Capital stock, no par value, 200,000 shares authorized, 190,049 shares issued. $ 4,772,830

Paid-in surplus—see accompanying statement...................ccoiunan. 3,907,658

Earned surplus (income retained in the business)—see accompanying statement 22,703,095

Treasury stock, 8,634 shares, at cost. .........ciiiiiiiiiniiiniernnnnns (199,368) 31,184,215
$44 006,518

Reference is made to the accompanying notes to financial statements which are an integral part of this consolidated bal-
ance sheet.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME
For The Three Years Ended December 31, 1956

Year Ended December 31

1954 1955 1966

SaLes AND OTHER INCOME:

Gross sales, less discounts and allowances................... $43,481,628 $44,770,024 $45,949,920

Other income or (deductions) net—
Cash discounts received

INterest INCOME: . s v v e b eas see s @b e s s 95,117 29,150 108,725
Triterenl GRPONNG 4 vows s wos v's 000 B U Mams e ¥ 450 T o (3,081) (104,715) (269,453)
Profit or (loss) on disposal of plant and equipment......... (5,869) 44,349 (7,266)

Miscellaneous income (net)

................................ $ 213,550 $ 219,049 $ 145,308

............................. 15,186 19,254 (15,944)

$ 314,903 $ 207,087 $ (38,630)

$43,796,531 $44,977,111 $45,911,290

Cost oF SALES AND EXPENSES:
Cost of sales and expenses, exclusive of depreciation and taxes
as shown separately below—

Costof sales(Note 3) . ....oovvriiiiiiien.. $31,986,874 $32,843,432 $32,503,339
Selling and shipping expenses. . ...........c.coiviuiennn. 2,824,926 2,723,965 2,823,306
General and administrative expenses................... 749,947 786,862 822 857
Depreciation (Notes 7and 10)...........coiviiiiiiinn... 915,915 1,045,212 1,207,202
Taxes other than taxes on income (Note 10)................ 401,392 444,953 453,825
Provision for doubtful accounts. ............... ... .. ... 10,332 17,500 15,000
Total cost of sales and expenses. ..........ocvvvvunn. $36,889,386 $37,861,924 $37,825,529

$ 6,907,145 $ 7,115,187 § 8,085,761

ProvisioN For Taxes ON INCOME:

Federal—mormal and surtax. .. ........... .. ciiiiiiiia.. $ 3,635,000 $ 3,619,000 $ 4,142,000
77 AP 80,000 81,000 78,000
$ 3,615,000 $ 3,700,000 % 4,220,000

NetInCome. .. .vvve ittt iiieeiennnrenanennns $ 3,292,145 § 3,415,187 § 3,865,761

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of con-

solidated income.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED SURPLUS
For the Three Years Ended December 31, 1956

EARNED SURPLUS (Income Retained in the Business)

Year Ended December 31
1954 1956 1956
Balance at beginning of year. . .......... ... ccoiiiiiiiiinn. $18,792,746 $20,052,235 $21,376,766
Add—Net income from statements of consolidated income. .. ... 3,292,145 3,415,187 3,865,761
Deduct—Cash dividends paid ($12 per share in 1954 and 1955, and
$l4persharein 1956)........cccviiiniirriiinneieennnnns (2,032,656) (2,090,656) (2,539,432)
Balance ab-end of YeaE. vus v sk Sesls o wibhs sebs v wlen desd $20,052,235 $21,376,766 $22,703,095

PAID-IN SURPLUS

The balance of paid-in surplus at January 1, 1954, was $1,484,450. In 1955, $2,423,208 was added, repre-
senting the excess of proceeds of sale over cost of 12,000 shares of treasury stock. The balance of paid-in sur-
plus at December 31, 1955 and 1956, was $3,907,658, as shown in the accompanying consolidated balance
sheet as of the latter date.

Reference is made to the accompanying notes to financial statements which are an integral part of these statements of
consolidated surplus.
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

=

(1) ProroseEp MERGER OF KIECKHEFER CoNTAINER ComMPANY AND THE Eppy PArErR CORPORATION INTO
WEYERHAEUSER TIMBER COMPANY:

Reference is made to the attached Joint Agreement and Plan of Merger approved by the Boards of Di-
rectors of the respective companies (Exhibit A) and to the comments on pages 2 and 3 relating to stock
purchases by Weyerhaeuser.

(2) Basis or CONSOLIDATION:

The consolidated financial statements include, on a consistent basis, the accounts of The Eddy Paper
Corporation and both of its wholly owned subsidiaries.

Intercompany accounts, sales and profits have been eliminated in consolidation.

At December 31, 1956, the net assets of the wholly owned subsidiaries were $4,244,014 in excess of
Eddy’s investment therein. Of this excess, $4,133,223 representing accumulated earnings of the sub-
sidiaries since acquisition is included in consolidated earned surplus, and $110,791 representing excess
of net assets of a subsidiary at date of acquisition over stated value of parent’s stock issued therefor
is included in consolidated paid-in surplus.

(3) VaruaTION OF INVENTORIES:
The work-in-process inventories were priced at average cost or market, whichever was lower.

The inventories of paperboard, waste paper and pulp were priced at last-in, first-out cost, which was not
in excess of market.

Inventories used in determining consolidated cost of goods sold were as follows:

December 31
1953 19564 1966 1966
Work in process. ......coveeivnverenneeennns $ 833,388 $1,067,670 $ 922,349 $1,244,738
Paperboard, waste paper and pulp............ 3,146,813 3,059,736 3,192,615 3,072,990

$3,980,201 $4,127,406 $4,114,964 $4,317,728

(4) InvesTMENT IN NorTH CAroLINA Purp CoMPANY:

The investment in 209, of the capital stock of North Carolina Pulp Company, a subsidiary of Kieckhefer
Container Company, was made in 1954 and was based on estimated replacement costs of the increased
capacity needed to supply additional paperboard under a long-term contract to The Eddy Paper
Corporation. These estimated costs are substantially greater than the underlying book values of
North Carolina Pulp Company, which are reflected on its books on a historical cost basis. The equity
of the Company and its subsidiaries in the net income of North Carolina Pulp Company was $412,422
in 1956 and $312,678 in 1955. The company had no equity in the net income of North Carolina Pulp
Company in 1954. No dividends have been received from that company.

In connection with the purchase of this investment, the Company borrowed from Kieckhefer Container
Company on unsecured notes payable.

(5) InvesTMENT IN AcE FoLping Box CORPORATION:

Eddy’s investment in Ace Folding Box Corporation represents a 509, equity in the voting stock of that
company. No separate financial statements are submitted for it because Eddy’s investment therein is




THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

not significant in respect of the assets represented or the sales or the net profit or loss of the Ace Folding
Box Corporation.

(6) PrANT AND EQUIPMENT:

The amounts at which plant and equipment are carried do not purport to represent replacement or
realizable values.

(7) DEPRECIATION AND AMORTIZATION PoLIcy:

Depreciation of plant and equipment has been provided generally at rates based upon the estimated serv-
ice lives of the properties. Assets acquired prior to January 1, 1954, have been depreciated at straight
line rates. Additions since that date have been depreciated on the declining balance method. It isnot
practicable to present all the rates used by the Company and subsidiaries in computing the annual de-
preciation provisions; the effective annual rates for the principal classes of properties during the period
under review were as follows:

1954 1955 1966
Buildings—
PADBITNIL. 5 7 v e vvsmin mowonie: mons slbcain Shesin winsss s28ssisiniads soataih sore ocamesn o 3.0% 3.19% 4.7%
OEROTL s oo i rac i s S o (g i . R e e U ) 3.7 4.0 4.1
Machinery, equipment, etc.—
Papermill.....cooinni i i i i e 8.1 8.0 8.5
e R I 9.1 9.8 9.8

Maintenance and repairs are charged to costs as incurred. The costs of renewals and betterments of major
units of plant and equipment are capitalized when incurred. When assets are sold or retired, the cost
and accumulated depreciation are removed from the plant and equipment and related reserve accounts,
and the net gain or loss is credited or charged to income.

(8) PrOFIT-SHARING PrLAN:

The Eddy Paper Corporation and The Rochester Folding Box Co., a subsidiary, have established a prof-
it-sharing plan for employees and officers who are compensated on a monthly salary basis. Under the
plan, all contributions are made by the companies to a Trust which is administered by a committee.
The companies have reserved the right to amend or terminate the plan at any time; however, all con-
tributions, together with the earnings thereon, at the date the plan is terminated remain the interest
of the participants and do not revert back to the companies. Contributions during the period under
review, charged to income, were as follows:

TODA:. .. oo wnswisnnn wmise wowiate srnmmiwnins swss uve $197,939
| A S e A=, e IO NS 212,868

o £ T PR~ (S 219,277
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THE EDDY PAPER CORPORATION AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS

(9) RETIREMENT PLANS:

Gereke-Allen Carton Company, a subsidiary, has established a pension trust for all regular employees.
All contributions are made by the Company to pay full annual premiums for annuity and /or insurance
contracts which underwrite the pensions. The Company has reserved the right to amend or terminate
the plan at any time. There is no past-service liability under the plan. Contributions during the
period under review, charged to income, were as follows:

TIDL. svinois wevws wosmen sussmon omssamsenon amine wrass asmge $15,028
D00 oiopuns o vare s s e S S SEE FAEE LR 5 19,367
TO80: v ot s wasie soue R v LOwE sl e 23,258

In 1956, The Eddy Paper Corporation executed a collective bargaining agreement covering hourly rated
employees at its three plants in the State of Michigan which provides, among other things, for the pay-
ment of specified pensions and other benefits to employees who retire during the term of the agreement
which expires in 1958. There is no requirement for funding amounts due under the plan and the Com-
pany has not set aside funds for past and future service costs. The liability to retired employees at
December 31, 1956, was recorded at that date. Provisions of $268,642 were charged to income in 1956.
The Company has not provided for the active employees’ past service costs, which under the plan, if
continued, were estimated to be approximately $800,000 at December 31, 1956.

(10) SurPLEMENTARY INCOME AccoUNT INFORMATION:

Year Ended December 31
1954 1965 1956
Charged directly to cost of sales and expenses—
Maintenance and repairs. .. ...t e e $971,603 $ 859,241 § 948,238
Ty o3 o T e1: 471 SARRTORRANE U RO SR R JL AN NPT cqpURl | 51 - SN 915,915 1,045,212 1,207,202
Taxes other than taxes on income—
Real estate and personal property. ................ooii.... $205,863 $ 234,164 $ 233,199
Social SeCUTItY . o v vt it e e 177,540 172,377 188,875
Other. . o e 17,989 38,412 31,751
$401,392 $§ 444,953 $ 453,825
TR O D50 s i o s v ol S8 5SS A R A $91,600 $ 70,304 § 88,852
Charged to other income or (deductions) accounts—
D RDTELIREION, . viocv: wonin wenmis ool sin ia eaacatadboh vl St B AiFEia Srss o sl “pue $ 23,664 $ 65,186 $ 60,151
Taxes other than taxes on income—
Real estate and personal property. .............ciiiiiia... $ 6,884 § 28,198 $§ 30,603
Botial seeuiity . . . v Vs s mims bl a8 s L W ol 2,038 789 730

$ 8,922 % 28,987 § 31,333




WEYERHAEUSER TIMBER COMPANY

UNAUDITED PRO FORMA CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1956

(After giving effect to the proposed merger with Kieckhefer Container Company and The Eddy
Paper Corporation, as outlined in the attached Joint Agreement and Plan of Merger (Exhibit A), and
to the proposed purchase of common shares listed in the table on page 3.)

(000 Omitted)

ASSETS
Current assets—
Gashe natl, Mo sl St BbnmS it aondy m¥orte o 3L s o anmd b om s $ 26,382
Marketable securitieaal oBb. .. oo svm st sivhds woens srsitnlte s Bats s S ammi b mmesi 2 21,033
Receivables, Jess FeRBEVE v wunm mosis i s Qe ross s S s oah 5 o 00 L 32,107
T nvenioFIBa e o wat Lads sunia danm vaals Eanblags o v Sanad 0o I9Ee ras 2ha tresds soie 37,377
Total Current AB8EEE. . v vt v ive iies s vne vt e asioe cnesses vaissianshns $116,899
Supply inventories, prepaid eXpPenses, BhC. . ...t ur et e, 9,468
Tax refund claims, other receivables, ete. . .....c.viviiineriiiiiin i, 10,310
Construction fund (cash and U. S. Treasury notes) . ........vviiiineninennnnenn.. 15,000
Timber and timberlands, €66.......covititiriiiernnnosneeseeneercrestonsnanennns 98,487
Real estate, plants and equipment at cost. ............... . . i, $422,663
Less—Reserves for depreciation and amortization...............cccvveriinnn.. 168,314 254,349
$504,513
LIABILITIES
Current liabilities—
Accounts payable. . .. ... e e e $ 20,268
Accrued Habilities. . .. .ovitii it i it e e i e e e, 17,872
Provision for Federal Imoome $8Xe8. « « « s wees s vans sems vams e s@ns e sass s $ 52,929
Less—U. S. Government securities segregated therefor. ....................... 49,112 3,817
Total current liabilities........ooo i i iiiiae et $ 41,957
Capital stock and surplus—
Capital stock, issued 30,398,004, par value $7.50 pershare....................... $227,985
Increase in value of timber and timberlands resulting from March 1, 1918, revaluation 24,982
Earned surplus (income retained in the business)....................coovii..... 211,977
Treasury stock at cost, 78,701 shares (67,581 shares reserved for stock options)....... (2,388)
Total shareholders’ interest........... ..ot $462,556
$504,513
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RIGHTS OF OBJECTING SHAREHOLDERS

Any shareholder of Weyerhaeuser who objects to the merger may obtain payment of the value of his
shares in lieu of participating in the merger, provided he complies with the requirements of the applicable
provisions of the Uniform Business Corporation Act of Washington, R.C.W. 23.16.140 and 23.16.160. Such
shareholder must file with Weyerhaeuser his written objection to the merger demanding payment for his
shares within twenty days after Weyerhaeuser has mailed to him the notice of meeting accompanying this
statement, and his shares must not be voted in favor of the merger. If, within thirty days after the
effective date of the merger, Weyerhaeuser and the shareholder cannot agree upon the value of his shares
at the time the merger was approved by the shareholders, either may petition the Superior Court of Pierce
County, Washington within four months thereafter for the appointment of an appraiser to determine the
value of all shares owned by objecting shareholders. An objecting shareholder will also receive six percent
interest on the value of his shares from the date the merger was approved by the shareholders until payment.

A vote against the merger or a direction in a proxy to vote against the merger will not, in the opinion
of counsel, constitute the objection in writing required by the statute.

Any objecting shareholders of Kieckhefer and Eddy will have rights of appraisal and payment by Weyer-
haeuser for their shares under Delaware and Illinois statutes, respectively.

Weyerhaeuser shares for which a proxy in the accompanying form is properly signed and returned will be
voted in accordance with any choice specified therein and where no choice is specified will be voted in favor of
the merger (including the amendments of the Articles of Incorporation and By-Laws of Weyerhaeuser provided
for in the Joint Agreement and Plan of Merger), unless the merger shall have been abandoned before the meets
ing. The management is not aware of any other matters that will come before the meeting. If any other matter-
should be presented, the proxies will be voted as to such matters in the discretion of the person or persons
voting them.

Officers, directors and regular employees of Weyerhaeuser may solicit proxies from its stockholders by

telephone, telegraph and personal interviews as well as by mail and Weyerhaeuser will bear the cost of such
solicitation.

By order of the Board of Directors

Georgkt 8. Long, Jr.,
Secretary

Dated: March 22, 1957
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EXHIBIT A

JOINT AGREEMENT AND PLAN OF MERGER
OF
KIECKHEFER CONTAINER COMPANY
AND
THE EDDY PAPER CORPORATION
WITH AND INTO
WEYERHAEUSER TIMBER COMPANY

WEYERHAEUSER TIMBER COMPANY
continuing as the surviving corporation

JOINT AGREEMENT AND PLAN OF MERGER entered into this 20th day of March, 1957 (here-
inafter called “this agreement”), by and between WEYERHAEUSER TIMBER COMPANY, a corporation
of the State of Washington (hereinafter sometimes called “ Weyerhaeuser”), KIECKHEFER CONTAINER
COMPANY, a corporation of the State of Delaware (hereinafter sometimes called “Kieckhefer’’), and THE
EDDY PAPER CORPORATION, a corporation of the State of Illinois (hereinafter sometimes called “Eddy”’),
and their respective boards of directors (which three corporations are hereinafter sometimes called the “con-
stituent corporations”),

WITNESSETH:

The authorized shares of Weyerhaeuser consist of 25,000,000 common shares of the par value of $7.50
each, of which, at the date hereof, 24,932,072 shares were outstanding and 67,928 shares were held in the
treasury of Weyerhaeuser.

The authorized shares of Kieckhefer consist of 30,000 shares of common stock without par value, of which
29,889 shares were outstanding at the date hereof.

The authorized shares of Eddy consist of 200,000 shares of common stock without par value, of which
181,415 shares were outstanding at the date hereof, including 26,090 shares held by Kieckhefer, and 8,634
shares were held in the treasury of Eddy.

Kieckhefer and Eddy respectively have authority to carry on businesses for the conduct of which a corpo-
ration might be organized under the Uniform Business Corporation Act of the State of Washington.

The constituent corporations and their respective boards of directors deem it to be advisable and for the
best interests of each of said corporations and its shareholders that Kieckhefer and Eddy be merged with and
into Weyerhaeuser as authorized by and pursuant to the respective laws of the States of Delaware, Illinois and
Washington (said merger being hereinafter referred to as ‘“‘the merger”).

Now, THEREFORE, in consideration of the premises and the mutual agreements and provisions herein con-
tained, and in order to preseribe the terms and conditions of the merger, the mode of carrying the same into
effect and the manner and basis of converting or otherwise dealing with the shares of each of the constituent
corporations, and to state such other provisions with respect to the merger as are deemed necessary or desirable,
the parties hereto AGREE as follows:
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ARTICLE ONE

Kieckhefer Container Company and The Eddy Paper Corporation shall be merged with and into Weyer-
haeuser Timber Company to form a single corporation on the effective date of the merger as hereinafter defined.
Weyerhaeuser Timber Company shall continue in existence as the corporation surviving the merger and as such
is hereinafter sometimes called the “surviving corporation.” The name of the surviving corporation shall con-
tinue to be

“WEYERHAEUSER TIMBER COMPANY”

and it shall continue to be governed by the laws of the State of Washington.

ARTICLE TWO

The articles of incorporation of Weyerhaeuser as heretofore amended shall upon the effective date of the
merger be and they hereby are further amended as follows: (1) Article ITT shall be changed to increase the
number of authorized shares from 25,000,000 to 31,000,000 and to add the last four paragraphs of said article
as they appear below; and (2) Article IT shall be changed to add the following: “to purchase, hold, sell and
transfer its own shares”. Said articles of incorporation as so amended shall read as follows:

ARTICLE 1.
The name of this corporation shall be “Weyerhaeuser Timber Company.”

ARTICLE II.

The object for which this corporation is formed is and shall be dealing in lands, timber, and all the
products of timber, and buying and selling the same; carrying on and conducting a general logging, lumber-
ing and manufacturing business; erecting, buying and selling saw mills, shingle mills, planing mills, and all
other mills and factories; establishing, operating, buying and selling lumber yards; clearing out and im-
provement of rivers and streams in the State of Washington; driving, catching, booming, sorting, rafting,
brailing, towing, holding and delivering logs, lumber and other timber products; constructing, operating
and maintaining telegraphs and telephones in the State of Washington; building, operating, buying and
selling ships, barges, steamboats and other water craft; manufacturing, mining, milling, wharfing and
docking; mechanical, mercantile, improvement and building purposes; building, equipping and running
railroads; building, equipping and managing water flumes for the transportation of wood and lumber; con-
structing canals and irrigating canals; to purchase, subseribe for, deal in and hold the stock of other corpo-
rations to such an extent as hereafter may be permitted or allowed by the laws of the State of Washington,
or of any other state in which said corporation may do business; to purchase, hold, sell, and transfer its
own shares; and to mortgage, bond, or incumber any or all of its property, real and personal, to such sums
and amounts, and at such times and upon such terms as the corporation may find necessary or deem expe-
dient; acquiring, owning and operating mines, mills and reduction works, and mining and milling gold and
silver and other minerals; and carrying on every other species of trade and business, except banking and
building associations.

ARTICLE III.

The authorized number of shares of this corporation shall be 31,000,000 shares having a par value
of $7.50 per share.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in property, tangible or intangible, real or personal, the fair valuation
of which to the corporation shall be not less than the aggregate par value of shares issued therefor, as the
Board of Directors shall determine, without any further action on the part of the shareholders of this
corporation. The value placed upon such consideration by the Board of Directors shall be conclusive.

The whole or any part of the authorized but unissued shares of this corporation may be issued from
time to time for such consideration in cash or necessary services actually rendered to the corporation as
the shareholders shall determine at any annual or special meeting duly called and held for that purpose or
as the Board of Directors shall determine acting under authority hereafter conferred by the shareholders.
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Each share so issued for which the full consideration fixed as aforesaid shall have been paid or de-
livered shall be fully paid and non-assessable, and the holder of such share shall not be liable for any
further payments therefor.

The Board of Directors may from time to time authorize the issuance of shares of this corporation,
whether now or hereafter authorized, in consideration of property, tangible or intangible, real or personal,
without first offering such shares to the shareholders of this corporation.

ARTICLE IV.
The time of the existence of this corporation shall be perpetual.

ARTICLE V.

The number of directors of this corporation shall be the number designated by the By-Laws, not
less than nine (9) and not more than fifteen (15).

ARTICLE VI.

The principal place of business of this corporation shall be located in the City of Tacoma, County of
Pierce in the State of Washington.

The articles of incorporation of Weyerhaeuser, as so amended, shall continue to be the articles of incorporation
of the surviving corporation, until further amended as provided by law, and the surviving corporation reserves
the right to effect further amendments thereof in the manner now or hereafter prescribed by the laws of the
State of Washington.
ARTICLE THREE
The by-laws of Weyerhaeuser in effect immediately prior to the effective date of the merger shall contin-
ue in effect as the by-laws of the surviving corporation, unless and until amended or repealed in the manner
provided by law and said by-laws, except that Article III, Section 1 of said by-laws shall upon the effective
date of the merger be and it hereby is amended to increase the number of directors from thirteen (13) to
fifteen (15).
ARTICLE FOUR
Initially the board of directors of the surviving corporation shall consist of the persons who are direc-
tors of Weyerhaeuser immediately prior to the effective date of the merger and Herbert M. Kieckhefer and
Robert H. Kieckhefer; and they shall hold office until the annual meeting of shareholders next succeeding
the effective date of the merger or until the election and qualification of their respective successors.

ARTICLE FIVE
The manner and basis of converting or otherwise dealing with the shares of each of the constituent cor-
porations are as follows:

(a) Each share of Weyerhaeuser which is issued and outstanding or in the treasury of Weyerhaeuser
immediately prior to the effective date of the merger (except shares, if any, then held by either of the
other constituent corporations) shall continue to be one fully paid and non-assessable share of the par
value of $7.50 of the surviving corporation.

(b) Each share of common stock of Kieckhefer which is issued and outstanding immediately prior
to the effective date of the merger (except shares, if any, then held by either of the other constituent
corporations), and all rights in respect thereof, shall be converted, by virtue of the merger and on the
effective date thereof and without any action on the part of the holder thereof, into 148 fully paid and
non-assessable shares of the par value of $7.50 each of the surviving corporation.

(¢) Each share of common stock of Eddy which is issued and outstanding immediately prior to the
effective date of the merger (except shares, if any, then held by either of the other constituent corpora-
tions), and all rights in respect thereof, shall be converted, by virtue of the merger and on the effective
date thereof and without any action on the part of the holder thereof, into ten fully paid and non-
assessable shares of the par value of $7.50 each of the surviving corporation.
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(d) On the effective date of the merger each share of common stock of Kieckhefer or of Eddy
which is held in the treasury of such corporation immediately prior to such effective date and each
share of any one of the constituent corporations which is held immediately prior to such effective date
by either of the other constituent corporations shall be cancelled and retired, and no shares of the sur-
viving corporation shall be issued in respect thereof.

(e) After the effective date of the merger the holders of certificates representing shares of Kieck-
hefer or Eddy which shall have been converted as aforesaid, except holders who shall have objected to
the merger and demanded the fair value of their shares as provided by law, shall be entitled to receive,
against the surrender of their certificates for exchange and in full satisfaction of all rights evidenced there-
by, certificates representing the number of shares of the par value of $7.50 each of the surviving corpora-
tion into which the shares evidenced by the surrendered certificates shall have been converted as afore-
said. Until so surrendered, each certificate representing shares of common stock of Kieckhefer or Eddy
which shall have been converted into shares of the surviving corporation shall be deemed for all corporate
purposes to evidence ownership of the number of shares of the surviving corporation into which the same
shall have been converted as set forth above; provided, however, that until the holder of such certificate
shall have surrendered the same for exchange as aforesaid, no dividend payable to holders of record of
shares of the surviving corporation as of any date subsequent to the effective date of the merger shall
be paid to such holder with respect to the shares of the surviving corporation represented by such cer-
tificate, but upon surrender of such certificate for exchange as aforesaid there shall be paid to the person
in whose name a certificate or certificates for shares of the surviving corporation are issued therefor the
amount of dividends which shall have theretofore become payable with respect to the number of shares
of the surviving corporation represented by the certificate or certificates so issued.

ARTICLE SIX
On the effective date of the merger,

(a) the constituent corporations shall become one corporation, which shall be Weyerhaeuser Timber
Company, the surviving corporation, and the separate existence of Kieckhefer and Eddy shall cease,
except in so far as continued by statute;

(b) the surviving corporation shall thereupon and thereafter possess all the rights, privileges, im-
munities, powers and franchises, as well of a public as of a private nature, of each of the constituent corpora-
tions; and all property, real, personal and mixed, of each of the constituent corporations, and all debts
due on whatever account to any of them, including subscriptions, if any, for shares, and all other things
in action belonging to any of the constituent corporations shall be taken and be deemed to be transferred
to and vested in, or shall continue to be vested in, the surviving corporation, without further act or deed,
and shall be thereafter as effectually the property of the surviving corporation as they were of the con-
stituent corporations, respectively; and the title to any real estate, or any interest therein, vested in any
of the constituent corporations, shall not revert or be in any way impaired by reason of the merger;

(c¢) the surviving corporation shall thenceforth be responsible for all the liabilities and obligations
of each of the constituent corporations in the same manner as if the surviving corporation had itself
incurred such liabilities and obligations, but the liabilities of the constituent corporations or of their share-
holders, directors or officers shall not be affected, nor shall the rights of the creditors thereof, or of any
person dealing with any of the constituent corporations, or any liens upon the property thereof (Jimited
in lien to the property subject thereto immediately prior to the effective date of the merger) be impaired
by the merger, and any claim existing or action or proceeding pending by or against any of the constituent
corporations may be prosecuted to judgment as if the merger had not taken place, or the surviving cor-
poration may be proceeded against or substituted in its place, all as provided in the respective laws of the
States of Washington, Delaware and Illinois.
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Kieckhefer and Eddy each agrees that if at any time the surviving corporation shall consider that any
further assignments or assurances are necessary or desirable to vest or confirm the vesting in the surviving
corporation of title to any property, rights, privileges or franchises of either Kieckhefer or Eddy, it will execute
and deliver all such deeds and other instruments and will take all such other action as the surviving corporation
may request for such purpose and otherwise to carry out the intent and purposes of the merger.

ARTICLE SEVEN
On the effective date of the merger,

(a) the assets and liabilities of Kieckhefer and Eddy shall be taken up on the books of the surviving
corporation at the amounts at which they shall be carried at that time on the books of those companies,
subject to such adjustments or eliminations as may be made in accordance with generally accepted account-
ing principles;

(b) the earned surplus and capital surplus of the surviving corporation shall be the sums of the earned
surpluses and capital surpluses, respectively, of the constituent corporations on such date, subject in each
case to such charges, adjustments and eliminations as may be made in accordance with the following sub-
paragraph (¢) or in accordance with generally accepted accounting principles; and

(c) the stated capital of the surviving corporation shall be the sum of the par value of all shares of its
common stock then issued, and the amount by which such stated capital shall exceed the aggregate stated
capital of the constituent corporations immediately prior to the effective date of the merger shall be
charged to the capital surplus of the surviving corporation and, to the extent that such capital surplus is
not adequate for the purpose, to the earned surplus of the surviving corporation.

ARTICLE EIGHT

1. The surviving corporation hereby agrees that it may be served with process in the State of Delaware in
any proceeding for enforcement of any obligation of Kieckhefer or in any proceeding for the enforcement of any
obligation of the surviving corporation arising from the merger, including any proceeding to enforce the right of
any stockholder of Kieckhefer as determined in appraisal proceedings pursuant to the provisions of Section 262
of the General Corporation Law of the State of Delaware, and hereby irrevocably appoints the Secretary of
State of the State of Delaware as its agent to accept service of process in any such proceeding. The address to
which a copy of such process shall be mailed by said Secretary of State is Weyerhaeuser Timber Company,
Tacoma 1, Washington.

2. The surviving corporation hereby agrees that it may be served with process in the State of Illinois in any
proceeding for the enforcement of any obligation of Eddy and in any proceeding for the enforcement of the rights
of a dissenting shareholder of Eddy against the surviving corporation, and hereby irrevocably appoints the
Secretary of State of the State of Illinois as the agent of the surviving corporation to accept service of process in
any such proceeding,.

3. The surviving corporation hereby further agrees that it will promptly pay to the dissenting shareholders,
if any, of Kieckhefer and Eddy, respectively, the amounts to which they shall be entitled under the provisions
of the General Corporation Law of the State of Delaware in the case of shareholders of Kieckhefer or under the
provisions of The Business Corporation Act of the State of Illinois in the case of shareholders of Eddy.

ARTICLE NINE

This agreement shall be submitted to the shareholders of each of the constituent corporations at meetings
separately called for the purpose, and the merger shall become effective upon the approval of this agreement and
the merger herein provided for by the requisite vote of the shareholders of each of said corporations and the
execution, filing, issuance, and recording of such documents as may be required under the respective laws of the
States of Delaware, Illinois and Washington. The term ‘“‘effective date of the merger,” as used in this agree-
ment, means the point of time at which the last act required to make the merger effective under the respective
laws of said states shall have been performed.
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ARTICLE TEN

Anything herein or elsewhere to the contrary notwithstanding, this agreement and the merger herein pro-
vided for may be terminated and abandoned at any time before it becomes effective as provided in Article
Nine, without action by shareholders of any constituent corporation, (a) by mutual consent of the boards of
directors of all of the constituent corporations or (b) by action of the board of directors of any one of the
constituent corporations taken in accordance with any agreement between the constituent corporations in
existence at the time of such action.

ARTICLE ELEVEN

For the convenience of the parties and to facilitate the filing and recording of this agreement, any number of
counterparts may be executed, and each such executed counterpart shall be deemed to be an original instrument.

In Witness WHEREOF, the undersigned directors, being a majority of the board of directors of each of the
constituent corporations and having voted in favor of entering into the foregoing merger agreement at directors’
meetings of the respective constituent corporations duly called and regularly held for that purpose, have signed
their names hereto and have caused the respective corporate seals of the constituent corporations to be affixed
hereto, on the 20th day of March, 1957.

Constituting a majority of the board of directors of Weyerhaeuser Timber Company

[CorPORATE SEAL]
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Constituting a majority of the board of directors of Kieckhefer Container Company

[CorPORATE SEAL]

Constituting a majority of the board of directors of The Eddy Paper Corporation

[CorPORATE SEAL]
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I, GeorgE S. LoNg, Jr., Secretary of WEYERHAEUSER TIMBER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly submitted
to the shareholders of WEYERHAEUSER TiMBER CoMPANY at a special meeting of said shareholders called
separately by the board of directors for the purpose of considering and taking action upon said Joint Agreement
and Plan of Merger, which meeting was regularly held on the 22nd day of April, 1957, pursuant to notice duly
given to each shareholder as provided in the by-laws and the laws of the State of Washington, and the holders
of more than two-thirds of the total issued and outstanding shares of said corporation being duly represented
thereat, a vote was taken for the adoption or rejection of said Joint Agreement and Plan of Merger, and the
holders of more than two-thirds of the voting power of all shareholders of said corporation voted in favor of
the adoption of said Joint Agreement and Plan of Merger.

IN Wrrness WHEREOF, 1 have hereunto set my hand as Secretary and affixed the corporate seal of
WeYERHAEUSER TiMBER CoMpANY this day of April, 1957.

{CorrPoRATE SEAL] Secretary of WEYERHAEUSER TiMBER COMPANY

I, W. F. KieckHEFER, Secretary of KieckHEFER CONTAINER CoMPANY, hereby certify as such Secretary
and under the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having
been first duly signed by a majority of the directors of each of the constituent corporations, was duly sub-
mitted to the shareholders of KieckHEFER CoNTAINER COMPANY at a special meeting of said shareholders
called separately by the board of directors for the purpose of considering and taking action upon said Joint
Agreement and Plan of Merger, which meeting was regularly held on the 24th day of April, 1957, pursuant
to notice duly given to each shareholder, and the holders of more than two-thirds of the total issued and out-
standing shares of said corporation being duly represented thereat, a vote was taken by ballot for the adoption
or rejection of said Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the total
number of shares of its stock (being more than two-thirds of the voting power of all shareholders of said cor-
poration) voted by ballot in favor of the adoption of said Joint Agreement and Plan of Merger.

INn Wrirness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of Kinck-
HEFER CONTAINER COMPANY this day of April, 1957.

[CORPORATE SEAL] Secretary of KIECkHEFER CONTAINER COMPANY
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I, R. C. ME1ER, Secretary of THE Eppy PArER CorPORATION, hereby certify as such Secretary and under
the seal of that corporation that the foregoing Joint Agreement and Plan of Merger, after having been first
duly signed by a majority of the directors of each of the constituent corporations, was duly submitted to
the shareholders of THE EppY PAPER CORPORATION at a special meeting of said shareholders called separately
by the board of directors for the purpose of considering and taking action upon said Joint Agreement and
Plan of Merger, which meeting was regularly held on the 23rd day of April, 1957, pursuant to notice duly
given to each shareholder, and the holders of more than two-thirds of the total issued and outstanding shares
of said corporation being duly represented thereat, a vote was taken for the adoption or rejection of said
Joint Agreement and Plan of Merger, and the holders of more than two-thirds of the outstanding shares
entitled to vote at such meeting (being more than two-thirds of the voting power of all shareholders of said
corporation) voted in favor of the adoption of said Joint Agreement and Plan of Merger.

In Wrrness WHEREOF, I have hereunto set my hand as Secretary and affixed the corporate seal of Tur
Eppy Paper CorproraTION this day of April, 1957.

Secretary of Tz Eppy PAPER CORPORATION

[CorPORATE SEAL]



In Wirness WHEREOF, each of the constituent corporations has caused its President and Secretary to
sign their names hereto and to affix its corporate seal hereto, as of the date of the foregoing certification by
its Secretary.

WEYERHAEUSER TiMBER COMPANY

By

President

CORPORATE SEAL]

Secretary

KieckHEFER CONTAINER COMPANY

By.

President
[CorrPORATE SEAL]

By

Secretary

TaE Eppy PAPER CORPORATION

By.

President
[CorPORATE SEAL]

By

Secretary
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STATE oF WASHINGTON
CounTty oF PIERCE

On this day of April, 1957 before me, , a notary public in
and for the county and state aforesaid, personally appeared , to me known
to be the President of WEYERHAEUSER TiMBER COMPANY, a corporation of the State of Washington, the
corporation that executed the foregoing instrument and acknowledged said instrument to be the free and
voluntary act, deed and agreement of said corporation, for the use and purposes therein mentioned, and on oath
stated that he was authorized to execute said instrument and that the seal affixed thereto is the corporate
seal of said corporation.

In WitnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public in and for the
State of Washington, residing at Tacoma

STATE OF
88.
COUNTY OF

BE 1T REMEMBERED, that on this day of April, 1957, personally came before me, a Notary Public in
and for the county and state aforesaid, H. M. KiECcKHEFER, President of Kieckaerer CoNTAINER COMPANY,
a corporation of the State of Delaware, the corporation described in and which executed the foregoing instru-
ment, known to me personally to be such, and acknowledged the said instrument to be his act and deed and
the act and deed of said corporation, and that the signatures of the said President and of the Secretary of said
corporation to the foregoing instrument are in the handwriting of said President and Secretary, respectively,
and that the seal affixed to said instrument is the corporate seal of said corporation, and that his act of sealing,
executing, acknowledging and delivering the said instrument was duly authorized by the board of directors
of said corporation.

In Wrtness WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public

STATE oF }
S8,
CoUNTY OF

I, , & Notary Public in and for the county and state aforesaid, do hereby certify
that on the day of April, 1957, personally appeared before me W. F. KieckHEFER who declared that he is
the President of TuE Eppy PAPER CORPORATION, a corporation of the State of Illinois, one of the corporations
executing the foregoing instrument, and being first duly sworn by me acknowledged that he signed the foregoing
instrument in the capacity therein set forth and declared that the statements therein contained are true.

In WrrnEss WHEREOF, I have hereunto set my hand and affixed my official seal the day and year aforesaid.

Notary Public
A-11



EXHIBIT B

MEMORANDUM OF AGREEMENT
made March 20, 1957
with respect to merger
of
KIECKHEFER CONTAINER COMPANY

and
THE EDDY PAPER CORPORATION

with and into
WEYERHAEUSER TIMBER COMPANY

The boards of directors of WEYERHAEUSER TimBER CoMpPANY (hereinafter called ‘‘Weyerhaeuser”),
KieckuEFER ConrtaiNeEr CompanNy (hereinafter called “Kieckhefer””) and Ter Eppy ParEr CORPORATION
(hereinafter called “ Eddy”), have approved a plan for the merger of Kieckhefer and Eddy into Weyerhaeuser
pursuant to the respective laws of the States of Delaware, Illinois and Washington which is set forth in the form
of Joint Agreement and Plan of Merger attached hereto and made a part hereof.

Weyerhaeuser, Kieckhefer and Eddy wish to set forth herein certain further agreements relating to the
merger, as follows:

1. Weyerhaeuser, Kieckhefer and Eddy each agrees duly to call a special meeting of its shareholders, to
be held not later than April 25, 1957, to consider and act upon the merger.

2. Weyerhaeuser, Kieckhefer and Eddy each represents and warrants that the audited consolidated finan-
cial statements for the years 1952-1956, inclusive, which it has heretofore submitted to the other parties fairly
present the financial position of itself and its subsidiaries and the results of their operations at the dates and for
the periods designated therein, and were prepared in conformity with generally accepted accounting principles
applied on a consistent basis throughout the periods involved. Each represents and warrants further that:

(a) Since December 31, 1956 neither it nor any of its subsidiaries (i) has entered into any transaction
or incurred any obligation out of the ordinary course of business other than the acquisition by Weyer-
haeuser of certain assets from W. A. Woodard Lumber Co. and others in connection therewith, or (ii) has
had any adverse change in its business or financial condition or properties, which is material to it and its
subsidiaries on a consolidated basis.

(b) Neither it nor any of its subsidiaries has any liabilities (in excess of balance sheet provisions
therefor), contingent or otherwise, which are material to it and its subsidiaries on a consolidated basis.

(¢) There is no litigation, proceeding or investigation pending or threatened against it or any of its
subsidiaries which could result in any material adverse change in the properties, business, financial condi-
tion or prospects of it and its subsidiaries on a consolidated basis.

(d) Neither it nor any of its subsidiaries is obligated to purchase any of its shares of stock except
that under the terms of an Agreement of Purchase and Sale dated March 20, 1957 between Weyerhaeuser
and certain shareholders of Kieckhefer and Eddy, respectively (hereinafter called the “ Agreement of Pur-
chase and Sale”), Weyerhaeuser is obligated to purchase, subject to the merger’s becoming effective, cer-
tain shares of Kieckhefer and of Eddy or, at Weyerhaeuser’s election, the number of shares of Weyer-
haeuser into which said shares of Kieckhefer and Eddy will be converted by the merger.

3. Kieckhefer and Eddy each agrees that without the prior approval of Weyerhaeuser it and its subsidiaries
will not authorize additional capital expenditures prior to the effective date of the merger which when added
to capital expenditures authorized since February 6, 1957 will exceed the following amounts respectively:

Kieckhefer and subsidiary............. 000000 o oo n e ali i $5,000,000
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4. Weyerhaeuser represents and warrants that it is a corporation duly organized and existing in good stand-
ing under the laws of the State of Washington; that its authorized shares of stock consist of 25,000,000 shares of
the par value of $7.50 per share, of which 24,932,072 shares are outstanding and 67,928 shares are held in its
treasury; that all of such treasury shares are reserved for sale under existing stock options; that all of such issued
shares are legally issued, fully paid and non-assessable; and that there are no outstanding warrants or rights to
acquire its shares except pursuant to its existing stock option plan.

5. Kieckhefer represents and warrants that it is a corporation duly organized and existing in good standing
under the laws of the State of Delaware; that its authorized shares of stock consist of 30,000 shares of common
stock without par value; that 29,889 shares of such stock are outstanding and no shares of such stock are held in
its treasury; that all of said outstanding shares are legally issued, fully paid and non-assessable; and that there
are no outstanding warrants or rights to acquire its stock.

6. Eddy represents and warrants that it is a corporation duly organized and existing in good standing under
the laws of the State of Illinois; that its authorized shares of stock consist of 200,000 shares of common stock
without par value; that 181,415 shares of such stock are outstanding, including 26,090 shares held by Kieckhefer,
and that 8,634 shares are held in Eddy’s treasury; that all of such issued shares are legally issued, fully paid and
non-assessable; and that there are no outstanding warrants or rights to acquire its stock.

7. Weyerhaeuser, Kieckhefer and Eddy each agrees that prior to the effective date of the merger:

(a) it will not reclassify its stock or issue or sell any shares of its stock or rights to acquire its stock (ex-
cept as Weyerhaeuser may issue additional options or sell shares upon the exercise of options heretofore
granted pursuant to its existing stock option plan);

(b) it will not make any capital distribution and will not declare or pay any dividends except cash divi-
dends on a proportional basis from January 1, 1957 to the effective date of the merger at the following an-
nual rates per share, respectively: Weyerhaeuser, $1.00; Kieckhefer, $36.00; Eddy, $14.00;

(c¢) neither it nor any of its subsidiaries will enter into any transaction or incur any obligation out of
the ordinary course of business without the prior consent of the other two parties;

(d) it will not purchase or sell any shares of its own stock or the stock of either other party, except that
Weyerhaeuser may purchase or sell its own shares pursuant to its stock option plan and may purchase its
own shares or shares of Kieckhefer and Eddy under the Agreement of Purchase and Sale; and

(e) it will not sell or permit to be sold any stock of its subsidiary or subsidiaries.

8. Kieckhefer and Eddy each represents and warrants that all contracts and licenses of material importance
to its business or the business of any of its subsidiaries are or prior to the effective date of the merger will be
assignable to Weyerhaeuser.

9. Kieckhefer and Eddy each agrees it will execute and deliver to Weyerhaeuser at any time concurrently
with or after the effective date of the merger any deed, assignment, conveyance or other assurance of title which
Weyerhaeuser may request to assure or confirm its title to any property, rights, privileges or franchises to be
vested in Weyerhaeuser by virtue of the merger, and will take any further action Weyerhaeuser may request
for such purpose or otherwise to carry out the intent and purposes of the merger.

10. Weyerhaeuser, Kieckhefer and Eddy shall each have the right to make any investigations it deems
desirable for the purpose of ascertaining the truth and accuracy of any representation and warranty made
herein or in the audited consolidated financial statements that have been previously interchanged by the parties
or for the purpose of ascertaining whether all agreements made herein by the other parties hereto have been
performed.
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11. Weyerhacuser, Kieckhefer and Eddy agree that anything herein to the contrary notwithstanding the
merger may be terminated and abandoned, either before or after approval by the shareholders of one or more
of the respective corporations has been obtained, as follows;

(a) by mutual consent of the respective boards of directors of the parties hereto; or

(b) by the board of directors of any one of the parties hereto if, in the judgment of a majority of its
directors, the merger becomes inadvisable or impracticable by reason of the failure to receive a ruling or
rulings from the Commissioner of Internal Revenue that the merger and exchange of stock incident thereto
will be tax-free as to the corporations and the stockholders who exchange; or

(¢) by the board of directors of Weyerhaeuser if, in the judgment of a majority of its directors, the
merger becomes inadvisable or impracticable by reason of:

(i) the filing in accordance with the applicable law of the written objections or dissents to the
merger by shareholders of Weyerhaeuser, Kieckhefer and Eddy, respectively, or any of them, holding
in excess of 100,000 common shares of Weyerhaeuser, assuming in computing the holdings of shareholders
of Kieckhefer and Eddy, respectively, that their holdings are equal to the number of shares which they
otherwise would have been entitled to receive pursuant to the terms of the merger;

(i) material title defects to a material amount of property of Kieckhefer or Eddy, and its
subsidiary or subsidiaries;

(i) the failure of Kieckhefer or Eddy to perform any agreement hereunder;

(iv) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Kieckhefer or Eddy;

(v) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Kieckhefer or Eddy, and its subsidiary or subsidiaries; or

(vi) the failure to render full performance of their respective obligations by every other party to
the Agreement of Purchase and Sale, or the failure for any reason by any other such party to sell
his shares to Weyerhaeuser as provided therein; or

(d) by the board of directors of either Kieckhefer or Eddy, if in the judgment of a majority of the
directors of either board, the merger becomes inadvisable or impracticable by reason of:

(i) material title defects to a material amount of property of Weyerhaeuser and its subsidiaries;

(ii) the failure of Weyerhaeuser to perform any agreement hereunder;

(iii) the inaccuracy or untruth in any material respect of any representation and warranty made
herein by Weyerhaeuser; or

(iv) any material adverse change since December 31, 1956 in the consolidated business or financial
condition or properties of Weyerhaeuser and its subsidiaries.
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12. Weyerhaeuser, Kieckhefer and Eddy each agrees on the day prior to the effective date of the merger to
interchange certificates stating that (a) it has complied with all of its agreements herein contained and (b) that
all the representations and warranties made by it herein are true and correct as if made as of that date (except as
to the numbers of outstanding shares, treasury shares and stock options of Weyerhaeuser, and except for any
other changes contemplated by this agreement), and setting forth any material changes in its business or finan-
cial condition and the business or financial condition of its subsidiary or subsidiaries since December 31, 1958.

13. Weyerhaeuser, Kieckhefer and Eddy agree that any special meetings of shareholders referred to in
paragraph 1 hereof may be adjourned from time to time, prior or subsequent to the taking of action upon the
merger, to a later date or dates and that, for any of the reasons set forth in paragraph 11 hereof, the board of
directors of any of such corporations may postpone the execution or filing of the Joint Agreement and Plan of
Merger or the Articles of Merger in the appropriate State offices; provided that no such adjournment or post-
ponement shall affect any right to terminate or abandon the merger.

14. If the merger shall not become effective or is terminated or abandoned, each party agrees to pay all of
its own expenses incurred in connection with the merger, the negotiations leading to the merger and any
preparations made for effectuating the merger.

15. This agreement shall no longer bind any party unless the merger shall become effective prior to
July 1, 1957, unless extended by mutual agreement.

16. When the merger becomes effective the respective representations and warranties of the parties hereto
shall terminate and be of no further force or effect.

In WritnEss WHEREOF, this agreement has been executed by the parties hereto by their duly authorized
officers on the aforesaid date.

WEYERHAEUSER TIMBER COMPANY

By

(Vice) President

KieckHEFER CONTAINER COMPANY

By

(Vice) President

Tue Eppy PAPER CORPORATION

By

(Vice) President

B4
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Robert H. ("Bob") Kieckhefer passed away at the Mayo Clinic
Hospital in Phoenix on February 26, 2001 in the company of
his wife, Audrey, his four children and their spouses.

Mr. Rieckhefer resided in Arizona for €5 years, having moved
Eo Oracle, Arizona, from Milwaukee, Wisconsin, in 1935. Bob
and his wife Virginia "Dudie" Ot moved to the K4 Ranch
north of Prescott in 1840 and subsequently moved to Prescott
wher2 he has maintained a residence. His wife, Cudie, died
in 1985. 1In 1995 he wag married to Audrey Cox of Orange
Councy, Califoernia. He ig suxvived by his son, John, three
daughters Nancy, Katherine and Susan, eleven grandchildren

and one great-grandson.

Mr. Xieckhefer was an officer and director of the Kieckhefer
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forest products industry. He also

pursued a wide variety of additional business and investment

interxests.

His interest in horses began with the desire to improve the
working horses at the X4 Ranch where he managed the herds of
registered and commercial Hereford cattle. He remained

interested in the current livestock cperations of his son,
John, on the K¢ Ranch lands.

His interest in horses

thoroughbreds to the time of his death. He served as
president and asg = director of the American Quarter Horse
Association (AQHA) and was past chairman of the AQHA Judges
Committee. He alsc served as a director and member of the

Associlation and as a Director of the Arizona Thoroughbred
Breeders Agsociation. He served as chairman and as a member
of the Arizona Racing Commission. Priosr to his service on
the 2rizona Racing Commiseion he had been a director of the
Yavapai County Fair Association for more than 20 Years and
was a member of the Executive Committee of this organization

for many years. He was

Council and gerved a9 ch

aixman of the Arizona Governor's

Blue Ribbon Committee on Racing and Pari-mutuyel Wagering.
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He also served as a member of the Department of Economic
Planning and Development of the State of Arizona and was a
trustee of the Committee for Economic Development (CED) of
New York, New York. He was a member and served as captain
of the Yavapai County Mounted Sheriff's Posse and was
honcred by being appointed co-Grand Marshal of the Preacott
Frontier Days Rodeo Parade in 1999 as one of two surviving
original members of the Posse.

Mr. Kieckhefer was widely known foy his philanthropic
intereste on a national basis and was a founding trustee of
the J.W. Kieckhefer Foundation, an Arizona charitable trust.
He has been a member of the congregation of St. Luke's
Episcopal Church at Prescott since the early 1540s and
served the church for a number of yeard as a vestryman.

He was a long time member of the Smoki People and the Elks
Club of Prescott. He was very instrumental in the founding
of the original Prescott Downs which was the basis for the
success of the racing program of the Yavapai County Fair
Association.

in lieu of flowers, the family suggests memorial
contributions to the Robert H. Kieckhefer Fund at the
Arizona Community Foundation, Inc., 2122 E. Highland, suite
400, Phoenix, Arizona 85016; the Mayo Foundation at Mayo
Clinic Scottgdale, 13400 E. Shea Boulevard, Scottsdale,
Arizona 85259, or Arizona State University Foundation,
Cancer Research Institute, P.0O. Box 875005, Tempe, Arizona
85287-5005.

Services: Monday, March 5, 2001, 10;00 a.m., St. Luke's

Episcopal Parish, Prescott; and graveside 3:15 p.m. at Green
Acres Cemetery, 401 N. Hayden Road, Scottsdale
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ROBERT H. KIECKHEFER

Robert H. ("Bob") Xieckhefer passed away at the Mayoc Clinic
Hospital in Phoenix on February 26, 2001 in the company of
hie wife, Audrey, his four children and their spouses.

Mr. Kieckhefer resided in Arizona for 65 years, having moved
to Oracle, Arizona, from Milwaukee,  Wisconsin, in 1935. Bob
and his wife Virginia "Dudie" Ott moved to the K4 Ranch
north of Prescott in 1940 and subsequently moved to Prescott
wher2 he has maintained a residence. His wife, Dudie, died
in 1985. In 1995 he was married to Audrey Cox of Orange
Councy, California. He is suxvived by hie son, John, three
daughters Nancy, Katherine and Susan, eleven grandchildren
and one great-grandson.

Mr. Rieckhefer was an officer and director of the Kieckhefexr
Container Company and Eddy Paper Company and was
instrumental in these companies becoming the largest
manufacturers of the then innovative paper milk carton which
serves as a standard for milk containers to this day. These
two companies were merged with Weyerhaeuser Company in 1357.
Mr. Kieckhefer served as a member of the Board of Directors
of Weyerhaeuser Company for 33 years until his retirement at
age 72 and was 2 member of the Executive Committee of
Weyerhaeuser for more than 25 years. He was recognized as a
leader of the paper and forest products industry. He also
pursued a wide variety of additional business and investment
interxests. ,

His interest in horses began with the desire to improve the
working horses at the X4 Ranch where he managed the herds of
regismtered and commercial Hereford cattle. He remained
interested in the current livestock operations of his son,
John, on the K4 Ranch lands. His interest in horses
exparided over time to include well known show and racing
stock. He continued racing both quarter horses and
thoroughbreds to the time of his death. He served as
president and as a director of the American Quarter Horse
Association (AQHA) and was past chalrman of the AQHA Judges
Committee. He also served as a director and member of the
Executive Committee of the Arxizona Quarter Horse Breeders
Assoclation and as a Director of the Arizona Thoroughbred
Breeders Association. He served as chairman and as a member
of the Arizona Racing Commission. Prior to his service on
the Arizona Racing Commiseion he had been a director of the
Yavapai County Fair Association for more than 20 years and
was a member of the Executive Committee of this organization
for many years. He was a trustee of the American Horse
Council and served as chairman of the Arizona Governor's
Blue Ribbon Committee on Racing and Pari-mutuel Wagering.



He also served as a member of the Department of Economic
Planning and Development of the State of Arizona and was a
trustee of the Committee for Economic Development (CED) of
New York, New York. He was a member and served as captain
of the Yavapai County Mounted Sheriff's Pogse and was
honored by being appointed co-Grand Marshal of the Prescott
Frontier Days Rodeo Parade in 1999 as one of two surviving
original members of the Posse,

Mr. Rieckhefer was widely known forx his philanthropic
intereste on a national basis and was a founding trustee of
the J.W. Kieckhefer Foundation, an Arizona charitable trust.
He has been a member of the congregation of St. Luke's
Episcopal Church at Prescott since the early 1540s and
served the church for a number of yearg as a vestryman.

He was a long time member of the Smoki Peocple and the Elks
Club of Prescott. He was very instrumental in the founding
of the original Prescott Downs which was the basis for the
success of the racing program of the Yavapail County Fair
Association.

In lieu of flowers, the family suggests memorial
contributions to the Robert H. Kieckhefer Fund at the
Arizona Community Foundation, Inc., 2122 E. Highland, Suite
400, Phoenix, Arizona 85016; the Mayo Foundation at Mayo
Clinic Scottgdale, 13400 E. Shea Boulevard, Scottsdale,
Arizona 85259, or Arizona State University Foundationm,
Cancer Research Institute, P.0O. Box 875005, Tempe, Arizona
85287-5005.

Services: Monday, March 5, 2001, 10:00 a.m., St. Luke's
Episcopal Parish, Prescott; and graveside 3:15 p.m. at Green
Acres Cemetery, 401 N. Hayden Road, Scottsdale
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ROBERT K. KIECKHEFER

Robert H. ("Bob") Kieckhefer passed away at the Mayoc Clinic
Hospital in Phoenix on February 26, 2001 in the company of
his wife, Audrey, his four children and their spouses.

Mr. Kieckhefer resided in Arizona for 65 years, having moved
to Oracle, Arizona, from Milwaukee, Wisconsin, in 1935. Bob
and his wife Virginia "Dudie" Ott moved to the K4 Ranch
north of Prescott in 1940 and subsequently moved to Preascott
wher2 he has maintained a residence. His wife, Dudie, died
in 1985. 1In 1995 he was married to Audrey Cox of Orange
Councy, California. He is survived by hise scn, John, three
daugnters Nancy, Katherine and Susan, eleven grandchildren
and one great-grandeon.

Mr. Xieckhefer was an ocfficer and director of the Kieckhefer
Container Company and Eddy Paper Company and was
inatirumental in these companies becoming the largest
manufacturers of the then innovative paper milk cartoen which
gerves as a standard for milk containers to this day. These
two companies were merged with Weyerhaeuser Company in 1957.
Mr. Kieckhefer served as a member of the Board of Directors
of Weyerhaeuser Company for 33 years until hie retirement at
age 72 and was a member of the Executive Committee of
Weyerhaeuser for more than 25 years. He was recognized as a
leadexr of the paper and forest products industry. He also
pursued a wide variety of additional business and investment
inteyrests.

His interest in horses began with the desire to improve the
working horses at the X4 Ranch where he managed the herds of
registered and commercial Hereford cattle. He remained
interested in the current livestock operations of his son,
John, on the K4 Ranch lands. His interest in horses
exparided over time to include well known show and racing
stock. EHe continued racing both quarter horses and
thoroughbreds to the time of his death. He served as
preasident and as a director of the American Quarter Horse
Association (AQHA) and was past chairman of the AQHA Judges
Committee. He also served as a director and member of the
Executive Committee of the Arxizona Quarter Horse Breeders
Agsociation and as a Director of the Arizona Thoroughbred
Breeders Association. He served ae chairman and as a member
of the Arizona Racing Commission. Prior to his service on
the 2rizona Racing Commiseion he had been a director of the
Yavapai County Fair Association for more than 20 years and
was a membex of the Executive Committee of this oxrganization
for many years. He was a trustee of the American Horse
Council and served as chairman of the Arizona Governor's
Blue Ribbon Committee on Racing and Pari-mutuel Wagering.
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He also served as a member of the Department of Economic
Planning and Development of the State of Arizona and was a
trustee of the Committee for Economic Development (CED) of
New York, New York. He was a member and served as captain
of the Yavapai County Mounted Sheriff's Pogse and was
honcred by being appointed co-Grand Marshal of the Presacott
Frontier Days Rodeo Parade in 1999 as one of two surviving
original members of the Posse.

Mr. Kieckhefer was widely known for his philanthropic
intereste on a national basis and was a founding trustee of
the J.W. Kieckhefer Foundation, an Arizona charitable trust.
He hae been a member of the congregation of St. Luke's
BEpiscopal Church at Prescott since the early 1540s and
served the church for a number of years as a vestryman.

He wae a long time member of the Smoki Peocple and the Elks
Club of Prescott. He was very instrumental in the founding
of the original Prescott Downs which was the basis for the
success of the racing program of the Yavapail County Fair
Assoclation.

In lieu of flowers, the family suggests memorial
contributions to the Robert H. Kieckhefer Fund at the
Arizona Community Foundation, Inc., 2122 E. Highland, Suite
400, Phoenix, Arizona 85016; the Mayo Foundation at Mayo
Clinic Scottgdale, 13400 E. Shea Boulevard, Scottsdale,
Arizona 85259, or Arizona State University Foundation,
Cancer Research Institute, P.0O. Box 875005, Tempe, Arizona
85287~5005.

Services: Monday, March 5, 2001, 10:00 a.m., St. Luke’'s
Episcopal Parish, Prescott; and graveside 3:15 p.m. at Green
Acres Cemetery, 401 N. Hayden Read, Scottsdale
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Obituary from The Arizona Republic - 3/2/01

Robert H. ("'Bob') Kieckhefer passed away at the Mayo Clinic Hospital in Phoenix on
February 26, 2001 in the company of his wife, Audrey, his four children and their
spouses. Mr. Kieckhefer resided in Arizona for 65 years, having moved to Oracle,
Arizona, from Milwaukee, Wisconsin, in 1935. Bob and his wife Virginia "Dudie' Ott
moved to the K4 Ranch north of Prescott in 1940 and subsequently moved to Prescott
where he has maintained a residence. His wife, Dudie, died in 1985. In 1995 he was
married to Audrey Cox of Orange County, California. He is survived by his son, John,
three daughters Nancy, Katherine and Susan, eleven grandchildren and one great-
grandson. Mr. Kieckhefer was an officer and director of the Kieckhefer Container
Company and Eddy Paper Company and was instrumental in these companies becoming
the largest manufacturers of the then innovative paper milk carton which serves as a
standard for milk containers to this day. These two companies were merged with
Weyerhaeuser Company in 1957. Mr. Kieckhefer served as a member of the Board of
Directors of Weyerhaeuser Company for 33 years until his retirement at age 72 and was a
member of the Executive Committee of Weyerhaeuser for more than 25 years. He was
recognized as a leader of the paper and forest products industry. He also pursued a wide
variety of additional business and investment interests. His interest in horses began with
the desire to improve the working horses at the K4 Ranch where he managed the herds of
registered and commercial Hereford cattle. He remained interested in the current
livestock operations of his son, John, on the K4 Ranch lands. His interest in horses
expanded over time to include well known show and racing stock. He continued racing
both quarter horses and thoroughbreds to the time of his death. He served as president
and as a director of the American Quarter Horse Association (AQHA) and was past
chairman of the AQHA Judges Committee. He also served as a director and member of
the Executive Committee of the Arizona Quarter Horse Breeders Association and as a
Director of the Arizona Thoroughbred Breeders Association. He served as chairman and
as a member of the Arizona Racing Commission. Prior to his service on the Arizona
Racing Commission he had been a director of the Yavapai County Fair Association for
more than 20 years and was a member of the Executive Committee of this organization
for many years. He was a trustee of the American Horse Council and served as chairman
of the Arizona Governor's Blue Ribbon Committee on Racing and Pari-mutuel Wagering.
He also served as a member of the Department of Economic Planning and Development
of the State of Arizona and was a trustee of the Committee for Economic Development
(CED) of New York, New York. He was a member and served as captain of the Yavapai
County Mounted Sheriff's Posse and was honored by being appointed co-Grand Marshal
of the Prescott Frontier Days Rodeo Parade in 1999 as one of two surviving original
members of the Posse. Mr. Kieckhefer was widely known for his philanthropic interests
on a national basis and was a founding trustee of the J. W. Kieckhefer Foundation, an
Arizona charitable trust. He has been a member of the congregation of St. Luke's
Episcopal Church at Prescott since the early 1940s and served the church for a number of
years as a vestryman. He was a long time member of the Smoki People and the Elks Club
of Prescott. He was very instrumental in the founding of the original Prescott Downs
which was the basis for the success of the racing program of the Yavapai County Fair
Association. In lieu of flowers, the family suggests memorial contributions to the Robert



H. Kieckhefer Fund at the Arizona Community Foundation, Inc., 2122 E. Highland, Suite
400, Phoenix, Arizona 85016; the Mayo Foundation at Mayo Clinic Scottsdale, 13400 E.
Shea Boulevard, Scottsdale, Arizona 85259, or Arizona State University Foundation,
Cancer Research Institute, P.O. Box 875005, Tempe, Arizona 85287-5005. Services:
Monday, March 5, 2001, 10:00 a.m., St. Luke's Episcopal Parish, Prescott; and graveside
3:15 p.m. at Green Acres Cemetery, 401 N. Hayden Road, Scottsdale.



b
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Thirty-three years of service



Happy
Trails, Bob

Thirty-three years of service on
the Weyerhaeuser Board of Directors.
In some ways that doesn’t seem like
such a long time. In fact, it is an
impressive stint. Few have served
longer, and none have witnessed so
much change.

To gain some appreciation of what
33 years means, let’s go back to 1957
and take a closer look at the company,
the country, and the world. Perhaps
then we will have a clearer under-
standing of what the passage of three-
plus decades has meant.

obert H. Kieckhefer officially

became a member of the board on
April 30, 1957. Skimming a copy of that
morning’s Seattle P-I, we learn of other
events. Some things have an all-too-
familiar ring: Nicaragua is accused of
aggression by neighboring Honduras;
headlines tell of a “Bipartisan Drive on
to Cut [the federal budget] in Spite of
Ike”; and there’s also a report of an
earthquake, measuring 3.25 on the
Richter scale, shaking San Francisco —
where else? — one of the many
aftershocks of a serious quake on March
22. Much was different, however. For
example, at White Sands, New Mexico,
aNavy Aerobee rocket reached a record
190 miles altitude before burning up.
In Chicago, Sugar Ray Robinson was
preparing for another middleweight
championship fight, this time against

Gene Fullmer, “in a battle of faded ring
skill against the brute strength of
confident youth.” Do you remember
who won? Experience, of course.

Closer to home, the Seattle Rainiers
defeated San Francisco in a double-
header at Sicks’ Stadium. Sportswriter
Emmett Watson marveled at the
performance of Joe Taylor: “One man,
and one man alone, stole the show...
the rest were merely carrying spears.
The huge, steel-wristed Negro, who
patrols right field for the Rainiers,
simply mopped up both games with
his long, booming bat.” Another
performance worth noting was that of
a Shelton girl chosen “Miss Posture”
by the Washington State Chiropractors’
Association. The University of
Washington coed was selected for
obvious reasons: “In addition to a rigid
spinal column, Miss Halbert is a very
pretty girl, so the judges admitted.”

One really can’t be expected to
remember events of a particular day,
however important, 33 years ago. But
what of 19577 Perhaps you can recall
some of what was happening in the
country and the world. Yes, Eisenhower
was still president, and although
everyone didn't like him, to most
Americans he seemed a comfortable
occupant of the White House. Senator
Joseph M. McCarthy gave up the ghost.
So too did Humphrey Bogart, Arturo
Toscanini, the Aga Khan, Christian
Dior, and Admiral Richard E. Byrd. And



mystery lovers suffered a severe loss
when Dorothy Sayers died. Lord Peter
Wimsey accompanied her. Apparently
neither of them had a choice. Franco
didn't die, but was busy making plans
for the event, announcing that when
he did expire, the Spanish monarchy
would be restored.

o you remember what was

happening in baseball? You should,
for this was the year the New York
Giants moved to San Francisco and the
Dodgers traded Brooklyn for Los
Angeles. The beloved Bums were no
more. Meanwhile, the Milwaukee
Braves, then of the National League,
defeated the Yankees in a seven-game
World Series. The more sophisticated
expressed amazement when 13-year-
old Bobby Fischer became a chess
champion.

At the movies we watched Alec
Guinness in The Bridge on the River Kwai,
then left the theater in step to our own
whistling. This was also the year of The
Prince and the Showgirl, starring Sir
Laurence Olivier and Marilyn Monroe,
and of Otto Preminger’s Bonjour Tristesse
and Billy Wilder’s Love in the Afternoon.
On stage, audiences were captivated by
Leonard Bernstein’s West Side Story, and
we cheered and marched along with
Meredith Willson’s The Music Man.
“Tonight,” “Maria,” and “Seventy-Six
Trombones” were among the popular
song hits. So too were “Love Letters

in the Sand” and “Young Love.” You
do remember Pat Boone, don't you?

Readers had a good year. There was
Nevil Shute’s On the Beach, James Gould
Cozzen's By Love Possessed, Gore Vidal's
A Visit to a Small Planet, and Ann Rand'’s
Atlas Shrugged. And the kids weren't
ignored, for Dr. Seuss gave them The
Cat in the Hat. Thanks to Jack Kerouac
and his On the Road, we all knew
something of the “Beat Generation”
and “beatniks.” Plus, we had new
words in the old vocabulary.

Getting from here to there became
easier and faster in most respects. The
Mackinac Straits Bridge, the world’s
longest suspension bridge, opened.
Major John Glenn, Jr., flew from
California to New York in a record three
hours and 23 minutes. Even more
impressive was the successful
launching of Sputniks I and II, the first
Earth satellites.

John Glenn may have sped across
the country in record time, but the rest
of us traveled at a much slower pace.
Such was certainly the case with EK.
Weyerhaeuser, president of the
Weyerhaeuser Timber Company. EK.
had long headed the Weyerhaeuser
Sales Company headquartered in St.
Paul, and he became president of the
Timber Company following brother
Phil’s death from leukemia in
December of '56. But Tacoma was never
really home to EK. To a considerable

John Glenn
may have
sped across
the country
in record
time, but
the rest of
us traveled
at a much
slower pace.



Bob
Kieckhefer
later
likened a
merger to
a marriage,
noting,
“Not all
marriages
work out,
but this
has been

a happy
0118, 14

extent, he lived out of a suitcase, and
tried to be in both places. That wasn't
easy in those days when Northwest
Airlines Flight #8 departed Sea-Tac at
10:10 p.m. with a scheduled arrival time
in Chicago of 7:30 the next morning.
There were sleeping berths available,
but not enough to go around —
remember?

hil Weyerhaeuser had worried

about the Timber Company’s
Pacific Northwest provincialism and
had been searching for a Southern
investment opportunity, one that
included timberlands and also
provided entry into the linerboard and
box business. Phil dispatched Ed
Heacox and Dave Weyerhaeuser on
expeditions to acquaint themselves
with Southern forests and forestry
practices. The two took detailed notes
and lots of snapshots as they surveyed
the territory. One of the prospects they
investigated was the well-managed
timberland — some 400,000 acres — of
the North Carolina Pulp Company,
wholly owned by Kieckhefer and Eddy.

Kieckhefer Container had been
courted by several others seeking a
merger, but, as Bob Kieckhefer would
recall, “We never gave them much
thought because we didn’t particularly
care for the people we would be dealing
with.” This time it would be different.
The Weyerhaeuser Timber Company
shareholders were officially informed

on March 22, 1957, that their directors,
along with the directors of the Kieckhefer
Container Company and the Eddy
Paper Corporation, had approved “an
Agreement and Plan of Merger which,
if also approved by the shareholders
of the three companies, will result in
the merger of the latter two companies
into Weyerhaeuser Timber Company.”

A special meeting of the
shareholders was held on April 22, at
which approval was voted. Public
announcement of the merger came on
April 30 over the signature of EK.
Weyerhaeuser. After noting his own
company’s ability “to grow and harvest
great quantities of timber,” EK. spoke
of the special strengths of Kieckhefer-
Eddy, its “excellent plants for
producing shipping cartons, folding
boxes, and milk containers,” and the
fact that it “knows how to service its
customers.” He then expressed the
hope that Kieckhefer-Eddy’s personnel
would “find our association satisfying
and worthwhile.” There would be some
problems, of course; there are in every
merger. Still, it was achieved more
easily than most. Bob Kieckhefer later
likened a merger to a marriage, noting,
“Not all marriages work out, but this
has been a happy one.” The reasons
were plain: The Kieckhefers were com-
fortable with the way Weyerhaeuser
operated and managed its assets,
particularly “the land and the trees.”
Then there were the people — “These



were the kinds of people that we
wanted to be associated with.” It was
clearly mutual.

The merger decision was made too
late to be included in the bound edition
of the 1956 annual report, so the
announcement was managed via a
single-page insert. Shareholders
studied the figures for the year just
ended. Sales totaled just slightly less
than $325 million, with dividends
paying almost $25 million, or $1.00 per
share. As of December 31, 1956, the
Weyerhaeuser Timber Company
employed 14,527 and the average
hourly wage was $2.48, about $5,000
a year.

number of other expansions and

improvements had been made over
the year. A new chemical plant began
operation at Longview, to provide
chlorine and caustic soda for the pulp
mills. A two-year modernization
program was completed at the Willapa
(Washington) branch, and a 400-ton-
per-day pulp plant began production
at Grays Harbor in March 1957. Also,
negotiations were concluded for the
January 1957 purchase of a Cottage
Grove, Oregon, lumber mill, plywood
mill, and 55,000 acres of timberlands
that would complement the Timber
Company’s Springfield operation.
Managing that branch was a young
man of considerable promise, George
H. Weyerhaeuser.

Nothing else compared to the
Kieckhefer-Eddy merger in size and
significance. The initial concern was
how to meld the two organizations
effectively and as rapidly as possible,
with sensitivity to former attitudes and
loyalties. The first step was to get better
acquainted. To that purpose, E K. invited
senior members of the Kieckhefer-Eddy
management to visit the headquarters

Many had
never seen
Western
logging
and were
impressed
by the size
of the trees
and the

and Western Washington operations of skill of the

Weyerhaeuser. John W. Kieckhefer,
Herbert M. Kieckhefer, Robert H.
Kieckhefer, Walter F. Kieckhefer,
Joseph A. Auchter, Daniel C. Will,
Anthony Haines, Erwin K. Radke,
Thomas E. Morriss, and Robert ]J.
Scoutten arrived in Longview on
Monday morning, May 27, 1957. They
spent the day touring with Howard
Morgan, head of the pulp division, with
only a brief stop for lunch at the
company cafeteria. In the evening, the
guests enjoyed a group dinner at the
beautiful Monticello Hotel, where they
also spent the night, sleeping soundly
we presume.

he party left the hotel the next

morning at 8:30 and were driven
up to Camp McDonald. Many had
never seen Western logging and were
impressed by the size of the trees and
the skill of the loggers. Following a
hearty lunch, it was on to Tacoma.
There the day ended with a stag dinner
at Charlie Ingram’s home.

loggers.



EK s sister
hosted a
dinner, an
event that
finally
included

wives.

Wednesday was spent mainly in the
Tacoma office, where the visitors were
divided into small groups and
introduced to staff members of the
Timber Company. That evening
Elizabeth Titcomb, EK.’s sister, hosted
a dinner, an event that finally included
wives. Even EK. seemed a little
concerned that the women had been
neglected, noting in one letter of
invitation, ““Apparently the only
participation by wives is at the Titcomb
dinner.” But remember, this was 33
years ago!

The dinner was a grand affair. It
should have been, for it cost $226.72,
according to Elizabeth’s figures, which
she submitted complete with receipts
to her brother. Some of the charges may
surprise. For example, three bottles of
Beefeaters Gin totaled $17.25.

A dinner then and a dinner now, for
similar reasons: to honor the past and remind
ourselves of the continuing importance of
togetherness. If only Beefeaters Gin still cost
$5.75 a bottle. But whatever the expense, let
us toast Bob Kieckhefer this evening, our good
friend and colleague of so many years.

Happy trails, Bob.
April 18, 1990

i, iy L o

i '-hih:ﬂ“



Directors of Weyerhaeuser
Timber Company, 1957

Mr. Laird Bell
Chicago 3, lllinois

Mr. Carleton Blunt
Chicago 3, lllinois

Mr. Norton Clapp
Seattle 4, Washington

Mr. Edmond M. Cook
Moline, Illinois

Mr. O.D. Fisher
Seattle 1, Washington

Mr. Edmund Hayes
Portland 4, Oregon

Mr. Chas. H. Ingram
Tacoma 1, Washington

Mr. Herbert M. Kieckhefer
Camden, New Jersey

Mr. Robert H. Kieckhefer
Prescott, Arizona

Mr. Henry T. McKnight
Washington 6, D.C.

Mr. John M. Musser
Saint Paul 1, Minnesota

Mr. F.W. Reimers
Hammond, Louisiana

Mr. C.D. Weyerhaeuser
Tacoma 1, Washington

Mr. ].P. Weyerhaeuser, III
St. Paul 1, Minnesota

Mr. EK. Weyerhaeuser
Tacoma 1, Washington



BOARD OF DIRECTORS
WEYERHAEUSER COMPANY
RESOLUTION

WHEREAS Robert H. Kieckhefer will retire as a member of
Weyerhaeuser Company’s Board of Directors and Executive
Committee at the 1990 Annual Shareholders” Meeting, and

WHEREAS he has served faithfully on our Board for 33 years,
more than one-third of this Company’s history, and

WHEREAS he has always served as a working Director, regularly
questioning, counseling and advising three Chief Executive
Officers of this Company in a concerned and constructive way,
and

WHEREAS he has always taken a “fundamentalist” view of both
business and society, concentrating on the basics and avoiding
fads of the moment, and he has consistently supported investor-
oriented, fundamental growth, and

WHEREAS he has consistently taken a long-range view, while
urging hard-hitting competition in manufacturing, marketing and
sales, maintaining a particularly strong interest in our pulp, paper
and packaging businesses, and

WHEREAS the 1957 merger of Kieckhefer-Eddy into Weyerhaeuser
Company brought to this Company not only a leadership position
in packaging but also advanced practices in Southern resource
management which contributed significantly to the development
of High Yield Forestry and also brought new vigor to our Company,
and

WHEREAS his service as the second generation of the Kieckhefer
family on our Board will be followed by the contributions of a
member of the third generation,

NOW THEREFORE BE IT RESOLVED that the Board of Directors
of Weyerhaeuser Company gives its heartfelt thanks to Robert
H. Kieckhefer for his many contributions, expresses its regrets at
the loss of a quiet, competent and faithful colleague who for more
than a third of a century has been a valued partner and adviser,
and expresses its best wishes to him in all future endeavors.
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