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(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer (as defined
in Rule 12b-2 of the Exchange Act).

Large accelerated filer x Accelerated filer ~ Non-accelerated filer ~
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ™ No x

As of August 03, 2007, 215,857,855 shares of the registrant s common stock ($1.25 par value) were outstanding.
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The financial information included in this report has been prepared in conformity with accounting practices and methods reflected in
the financial statements included in the annual report (Form 10-K) filed with the Securities and Exchange Commission for the year
ended December 31, 2006. Though not audited by an independent registered public accounting firm, the financial information
reflects, in the opinion of management, all adjustments necessary to present a fair statement of results for the interim periods
indicated. The results of operations for the thirteen and twenty-six week periods ended July 1, 2007, should not be regarded as

necessarily indicative of the results that may be expected for the full year.
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PARTI. FINANCIAL INFORMATION

CONSOLIDATED STATEMENT OF EARNINGS

FOR THE THIRTEEN AND TWENTY-SIX WEEK PERIODS ENDED JULY 1, 2007 AND JUNE 25, 2006

(DOLLAR AMOUNTS IN MILLIONS EXCEPT PER-SHARE FIGURES)

Net sales and revenues:
Weyerhaeuser
Real Estate and Related Assets

Total net sales and revenues

Costs and expenses:

Weyerhaeuser:

Costs of products sold

Depreciation, depletion and amortization
Selling expenses

General and administrative expenses
Research and development expenses
Charges for restructuring

Charges for closure of facilities (Note 12)
Impairment of goodwill (Note 6)

Other operating costs (income), net
(Note 13)

Real Estate and Related Assets:

Costs and operating expenses
Depreciation and amortization

Selling expenses

General and administrative expenses
Charge for impairment of long-lived assets
Other operating costs, net

Total costs and expenses

Operating income

Interest expense and other:
Weyerhaeuser:

Interest expense incurred (Note 7)
Less: interest capitalized

Interest income and other

Equity in income of affiliates

Table of Contents

(UNAUDITED)

THIRTEEN WEEKS ENDED

JULY 1, 2007

$ 3,775
559

4,334

3,085
223
109
199

18

19

3,660

415
45
27
12

508

4,168

166

(179)
29
25

JUNE 25, 2006

(REVISED

SEE NOTE

$

2)

4,121
746

4,867

3,190
231
117
205

15
18

(26)

3,755

553

43
35

641
4,396

471

(129)
20
15

TWENTY-SIX WEEKS ENDED

JULY 1, 2007

$ 7179
1,046

8,225

5,870
455
218
399

34

24
22

26

7,053

794
11
86
55
12

958
8,011

214

(810)
59
45

JUNE 25, 2006
(REVISED
SEE NOTE

2)

$ 7,882
1,436

9,318

6,137
464
217
440

31
17

7,318

1,035

80
65

1,190
8,508

810

(257)
36
34
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Real Estate and Related Assets:

Interest expense incurred (16) (14)
Less: interest capitalized 16 14
Interest income and other 1 3
Equity in income of unconsolidated entities 12 15
Earnings from continuing operations before income taxes 55 401

Income taxes (18) (92)
Earnings from continuing operations 37 309
Discontinued operations, net of income taxes

(Note 3) (5) (11)
Net earnings (loss) $ 32 $ 298
Basic earnings (loss) per share (Note 4):

Continuing operations $ 0.17 $ 1.24
Discontinued operations (0.02) (0.04)
Net earnings (loss) $ 0.15 $ 1.20
Diluted earnings (loss) per share (Note 4):

Continuing operations $ 0.17 $ 1.23
Discontinued operations (0.02) (0.04)
Net earnings (loss) $ 0.15 $ 1.19
Dividends paid per share $ 0.60 $ 0.50

See accompanying Notes to Consolidated Financial Statements.
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42
(21)

21
766

787

0.09
3.40

3.49

0.09
3.38

3.47

1.20

681
(192)

489

(767)

(278)

1.98
(3.11)

(1.13)

1.97
(3.09)

(1.12)

1.00
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CONSOLIDATED BALANCE SHEET

(DOLLAR AMOUNTS IN MILLIONS)

(UNAUDITED)

ASSETS

Weyerhaeuser:

Current assets:

Cash and cash equivalents

Receivables, less allowances of $13 and $15
Inventories (Note 5)

Prepaid expenses

Assets held for sale (Note 3)

Current assets of discontinued operations (Note 3)

Total current assets

Property and equipment, less accumulated depreciation of $9,325 and $8,901
Construction in progress

Timber and timberlands at cost, less depletion charged to disposals
Investments in and advances to equity affiliates

Goodwill (Note 6)

Deferred pension and other assets

Restricted assets held by special purpose entities

Noncurrent assets of discontinued operations (Note 3)

Real Estate and Related Assets:

Cash and cash equivalents

Receivables, less discounts and allowances of $5 and $4

Real estate in process of development and for sale

Land being processed for development

Investments in unconsolidated entities, less allowances of $13 and $11
Other assets

Consolidated assets not owned

Total assets

See accompanying Notes to Consolidated Financial Statements.
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JULY 1,
2007

$ 208
1,508
1,308

378

3,402
6,775
544
3,721
510
2,181
1,470
916

19,519

75
1,561
1,476

83

383
287

3,872

$ 23,391

DECEMBER 31,
2006

$ 223
1,183

1,355

385

105

870

4,121
7,061
395
3,681
499
2,185
1,368
917
3,011

23,238

20
144
1,449
1,365
72
423
151

3,624

$ 26,862
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CONSOLIDATED BALANCE SHEET

(CONTINUED)

LIABILITIES AND SHAREHOLDERS INTEREST
Weyerhaeuser
Current liabilities:

Notes payable and commercial paper

Current maturities of long-term debt (Note 7)
Accounts payable

Accrued liabilities

Current liabilities of discontinued operations (Note 3)

Total current liabilities

Long-term debt (Note 7)

Deferred income taxes

Deferred pension, other postretirement benefits and other liabilities
Liabilities (nonrecourse to Weyerhaeuser) held by special purpose entities
Noncurrent liabilities of discontinued operations (Note 3)

Commitments and contingencies (Note 11)

Real Estate and Related Assets

Notes payable and commercial paper
Long-term debt

Other liabilities

Consolidated liabilities not owned
Commitments and contingencies (Note 11)

Total liabilities

Shareholders interest:

Common shares: $1.25 par value; authorized 400,000,000 shares; issued and outstanding:

216,043,436 and 236,020,282 shares

Exchangeable shares: no par value; unlimited shares authorized; issued and held by

nonaffiliates: 1,715,745 and 1,987,770 shares
Other capital

Retained earnings

Cumulative other comprehensive income (Note 10)

Total shareholders interest

Total liabilities and shareholders interest

See accompanying Notes to Consolidated Financial Statements.
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JULY 1,
2007

$ 92
63
1,010
1,145

2,310
5,980
2,906
1,775

765

13,736

412
605
539
246

1,802

15,538

270
117
1,981

5,269
216

7,853

$ 23,391

DECEMBER 31,
2006

$ 72
488

948

1,363

258

3,129
7,069
3,011
1,759
765
717

16,450

606
606
115

1,327

17,777

295
135
3,812
4,755
9,085

$ 26,862
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE TWENTY-SIX WEEK PERIODS ENDED JULY 1, 2007 AND JUNE 25, 2006

(DOLLAR AMOUNTS IN MILLIONS)

Cash flows from operations:

Net earnings (loss)

Noncash charges (credits) to

income:

Depreciation, depletion and amortization
Deferred income taxes, net

Pension and other

postretirement benefits

(Note 8)

Share-based compensation expense

Reclass of excess tax benefits from share-based
payment arrangements to financing

Equity in (income) loss of affiliates and
unconsolidated entities

Charge for impairment of goodwill (Notes 3 and 6)
Charge for impairment of long-lived assets (Notes
12 and 13)

Loss on early extinguishment of debt (Note 7)
Gain on disposition of assets (Note 13)

Gain on sale of operations

(Note 3)

Foreign exchange transaction (gains) losses (Note
13)

Decrease (increase) in working

capital, net of divestiture and

acquisitions:

Receivables

Inventories, real estate and land

Prepaid expenses

Accounts payable and accrued liabilities
Deposits on land positions

Intercompany advances

Other

Net cash from operations

Cash flows from investing activities:

Property and equipment

Timberlands reforestation

Acquisition of timberlands

Acquisition of businesses and facilities, net of cash
acquired

Table of Contents

(UNAUDITED)
REAL ESTATE AND RELATED
CONSOLIDATED WEYERHAEUSER ASSETS
JULY 1, JULY 1, JULY 1,
JUNE 25, JUNE 25, JUNE 25,
2007 2006 2007 2006 2007 2006

$ 787 $ (278) $ 710 $ (466) $ 77 $ 188

517 628 506 621 11 7
(106) (99) (115) (93) 9 (6)
57 65 54 63 3 2
32 17 29 15 3 2
(48) (20) (45) (17) (3) 3)
(30) (45) 9) (30) (36)
22 749 22 749
68 18 56 15 12 3
42 42
(32) (32)
(678) (678)
(36) 5 (36) 5
(202) (310) (271) (211) 69 (99)
(42) (334) 125 (9) (167) (325)
(1) (24) (19) (1) (5)
(264) (103) (211) (271) (53) 168
(19) (80) (19) (80)
308 (387) (308) 387
(86) (25) (72) (17) (14) (8)
(19) 164 392 (31) (411) 195
(265) (381) (254) (366) (11) (15)
(24) (21) (24) (21)
(70) (31) (70) (31)
(39) (213) (39) (213)
9
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Investments in, advances to and returns of equity
affiliates, net

Proceeds from sale of property, equipment and
other assets

Proceeds from Domtar Transaction (Note 3)
Other

Cash from investing activities

Cash flows from financing activities:
Notes, commercial paper
borrowings and revolving credit
facilities, net

Cash dividends

Payments on debt (Note 7)
Exercises of stock options
Repurchase of common stock
Excess tax benefits from share-based payment
arrangements

Other

Cash from financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning
of period

Cash and cash equivalents at end of period

Cash paid (received) during the year for:
Interest, net of amount capitalized

Income taxes

: WEYERHAEUSER CO - Form 10-Q

20 13
49 12
1,350
4
1,021 (617)
461 76
(274) (246)
(1,557) (525)
316 171
(22)
48 20
(2) 2
(1,030) (502)
(28) (955)
243 1,104

$ 215 $ 149

$ 259 $ 272

$ 96 $ 269

3 1
49 12
1,350
4
1,054 (401)
32 (49)
(274) (246)
(1,556) (168)
316 171
(22)
45 17
2) 2
(1,461) (273)
(15) (705)
223 818

$ 208 $ 113

$ 259 $ 272

$ (214) $ 269

See accompanying Notes to Consolidated Financial Statements.
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17

(33)

429

431
(13)

20

310

12

(216)

125

(357)

(229)

(250)

286

36

10
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THIRTEEN AND TWENTY-SIX WEEK PERIODS ENDED JULY 1, 2007 AND JUNE 25, 2006
NOTE 1: BASIS OF PRESENTATION

The consolidated financial statements include the accounts of Weyerhaeuser Company and all of its majority-owned domestic and
foreign subsidiaries and variable interest entities of which Weyerhaeuser Company or its subsidiaries are determined to be the
primary beneficiary. Intercompany transactions and accounts are eliminated. Investments in and advances to unconsolidated equity
affiliates over which the company has significant influence are accounted for using the equity method with taxes provided on
undistributed earnings.

Certain of the Consolidated Financial Statements and Notes to Consolidated Financial Statements are presented in two groupings:
(1) Weyerhaeuser, principally engaged in the growing and harvesting of timber and the manufacture, distribution and sale of forest
products, and (2) Real Estate and Related Assets, principally engaged in real estate development and construction and other real
estate related activities. The term company refers to Weyerhaeuser Company, all of its majority-owned domestic and foreign
subsidiaries and variable interest entities of which Weyerhaeuser Company or its subsidiaries are determined to be the primary
beneficiary. The term Weyerhaeuser refers to the forest products-based operations and excludes the Real Estate and Related
Assets operations.

The accompanying unaudited Consolidated Financial Statements reflect all adjustments that are, in the opinion of management,
necessary for a fair presentation of the company s financial position, results of operations, and cash flows for the interim periods
presented. Except as otherwise disclosed in the Notes to Consolidated Financial Statements, such adjustments are of a normal,
recurring nature. The Consolidated Financial Statements have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission pertaining to interim financial statements; as such certain disclosures normally provided in
accordance with accounting principles generally accepted in the United States have been omitted. These Consolidated Financial
Statements should be read in conjunction with the Consolidated Financial Statements and Management s Discussion and Analysis
of Financial Condition and Results of Operations included in the company s Annual Report on Form 10-K for the year ended
December 31, 2006.

Certain reclassifications of prior period balances have been made for consistent presentation with the current period. Refer to Note
2: Accounting Pronouncements regarding the retrospective application of a change in accounting for planned major maintenance
costs. Refer to Note 3: Discontinued Operations and Assets Held for Sale regarding the reclassification of balances related to the
fine paper business and related assets and the Canadian distribution facilities.

NOTE 2: ACCOUNTING CHANGES
Accounting Changes Implemented

The company has implemented the following three accounting changes in the first half of 2007. None of these changes had a
material effect on the company s financial position, results of operations or cash flows.

Accounting for Income Tax Uncertainties

The company adopted Financial Accounting Standards Board ( FASB ) Interpretation No. 48, Accounting for Uncertainty in Income
Taxes an interpretation of FASB Statement No. 109 ( Interpretation 48 ) on January 1, 2007. Interpretation 48 clarifies the
accounting for uncertainty in income taxes recognized in an enterprise s financial statements in accordance with FASB Statement
No. 109, Accounting for Income Taxes. Interpretation 48 also prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return and provides
guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition.

The cumulative effects of applying this interpretation have been recorded as an increase of $1 million to beginning retained
earnings, a decrease of $23 million to net deferred tax liabilities and an increase of $22 million to current income taxes payable.
Refer to Note 9: Uncertain Tax Positions for additional information.

Accounting for Planned Major Maintenance Activities

Table of Contents 12
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Effective January 1, 2007, the company transitioned to the expense-as-incurred method of accounting for planned annual
maintenance costs in its primary manufacturing mills. Previously, the company used the accrue-in-advance method of accounting
for these planned major maintenance activities during interim reporting periods; however, under FASB Staff Position AUG AIR-1,
Accounting for Planned Major Maintenance Activities ( FSP AUG AIR-1 ), issued in September 2006, this method is no longer
allowed. This change was applied retrospectively for all interim periods presented. Accordingly, the company has eliminated the
liability recorded from the accrue-in-advance methodology and has recognized the annual maintenance costs in the interim periods
in which they were incurred. The company does not expect any adjustment to its annual results of operations as a result of
implementation or retrospective application of FSP AUG AIR-1.

The net effect of these adjustments on the consolidated statement of earnings for the thirteen and twenty-six weeks ended
June 25,2006, was as follows:

THIRTEEN WEEKS ENDED JUNE 25, 2006

PRIOR
TO AS CURRENTLY
DOLLAR AMOUNTS IN MILLIONS EXCEPT PER-SHARE FIGURES ADJUSTMENT ADJUSTMENT REPORTED
Net earnings $ 314 $ (16) $ 298
Earnings per share diluted $ 1.26 $ (0.07) $ 1.19
TWENTY-SIX WEEKS ENDED JUNE 25, 2006
PRIOR AS
TO CURRENTLY
DOLLAR AMOUNTS IN MILLIONS EXCEPT PER-SHARE FIGURES ADJUSTMENT ADJUSTMENT REPORTED
Net earnings $ (266) $ (12) $ (278)
Earnings per share - diluted $(1.07) $ (0.05) $ (1.12)

Table of Contents 13
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Accounting for Oil and Gas and Leasing Revenues

During the second quarter of 2007, the company changed from the cash basis of accounting to the accrual basis of accounting for
oil and gas revenues and for revenues associated with leasing the company s timberlands. The company recognized a pretax
charge of $7 million in the second quarter of 2007 in connection with this change.

Prospective Accounting Changes
Fair Value Measurements

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements ( Statement
157 ). Statement 157 provides a common definition of fair value, establishes a framework for measuring fair value in generally
accepted accounting principles, and expands disclosure about such fair value measurements. Statement 157 will be applicable
when other accounting standards require or permit fair value measurements; it will not require new fair value measurements.
Statement 157 will be effective for the company in fiscal 2008. The company is currently assessing the effect Statement 157 will
have on its Consolidated Financial Statements.

Fair Value Option

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, The Fair Value Option for Financial
Assets and Financial Liabilities, including an amendment of FASB Statement No. 115 ( Statement 159 ), which allows an entity the
irrevocable option to elect fair value for the initial and subsequent measurement for certain financial assets and liabilities under an
instrument-by-instrument election. Subsequent measurements for the financial assets and liabilities an entity elects to fair value will
be recognized in earnings. Statement 159 also establishes additional disclosure requirements. Statement 159 will be effective for
the company in fiscal 2008. Currently, the company does not plan to adopt the fair value option for any of the company s financial
instruments.

NOTE 3: DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE

Discontinued operations for the twenty-six week period ended July 1, 2007, include nine-weeks of operations of the fine paper
business and related assets that were divested as part of the Domtar Transaction in March 2007. In addition to the operations of
the fine paper business and related assets, discontinued operations for the thirteen and twenty-six week periods ended June 25,

20086, also include the company s North American composite panel operations, which were sold in July 2006, and its Irish
composite panel operations, which were sold in November 2006.

The following table summarizes the U.S. dollar components of net sales and net earnings (loss) from discontinued operations:

THIRTEEN WEEKS ENDED TWENTY-SIX WEEKS ENDED

JULY 1, JULY 1,
JUNE 25, JUNE 25,

DOLLAR AMOUNTS IN MILLIONS 2007 2006 2007 2006
Net sales $ $ 928 $ 563 $ 1,853
Income (loss) from operations (2) 36 (742)
Interest expense (23) (17) (47)
Income tax (expense) benefit 1 12 (5) 22
Net earnings (loss) from operations (1) (11) 14 (767)
Pretax gain (loss) on divestiture (4) 678
Income tax benefit on divestiture 74
Net gain (loss) on divestiture (after-tax) (4) 752
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Net earnings (loss) from discontinued operations $ (5 $ (1) $ 766 $ (767)
Domtar Transaction

On March 7, 2007, the company completed the following set of transactions:

a series of transfers and other transactions resulting in the company s fine paper business and related assets becoming
wholly-owned by Domtar Corporation;

the distribution of shares of Domtar Corporation to the company s shareholders in exchange for 25 million shares of the
company s common stock; and

the acquisition of Domtar, Inc., an unaffiliated Canadian corporation, by Domtar Corporation.
Collectively, these transactions are referred to as the Domtar Transaction .

The company also received $1.35 billion of cash proceeds in connection with the Domtar Transaction to be used to pay down debt.
Through July 1, 2007, the company has used approximately $1.32 billion of the proceeds for debt repayment. The company does
not allocate interest to discontinued operations unless the interest is directly attributable to the discontinued operations or is interest
on debt that is required to be repaid as a result of a disposal transaction. Interest expense included in discontinued operations
primarily reflects an estimate of interest expense related to the debt that was expected to be paid with the proceeds from the
Domtar Transaction.

Prior to the distribution of Domtar Corporation shares to the company s shareholders, Domtar Corporation was a wholly-owned
subsidiary of the company. Concurrent with the distribution to shareholders, Domtar Corporation ceased being a subsidiary of the
company.

The operating assets divested as part of the Domtar Transaction are referred to as fine paper and related assets or the fine paper
business and related assets and included the following:

the fine paper business including 7 paper mills and one coated groundwood mill with a combined capacity of 2.9 million tons,
and 16 paper converting facilities with a total capacity of 2.0 million tons;

5 cellulose fiber manufacturing facilities with total capacity of 0.8 million tons; and

1 sawmill with a capacity of 160 million board feet.
Also included in the fine paper and related assets divested were:

the Prince Albert, Saskatchewan pulp and paper facility that the company closed in the first quarter of 2006;

sawmills in Big River and Wapawekka, Saskatchewan that were closed in second quarter 2006; and

forest licenses on 12.2 million acres associated with the Dryden, Ontario and Prince Albert, Saskatchewan facilities.
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The following table presents the components of the year-to-date net gain on divestiture:

DOLLAR AMOUNTS IN MILLIONS

Proceeds:

Cash $ 1,350

Common shares tendered (25,490,194 shares at $85.99 per share) 2,192
3,542

Less:

Net book value of contributed assets (2,858)

Costs not reimbursed (6)
(2,864)

Pre-tax gain 678

Tax benefit 74

Net gain on divestiture $ 752

The U.S. portion of the transaction resulted in a gain that is not taxable while the Canadian portion of the transaction resulted in a
net loss for which the company has recognized a tax benefit. The net pretax gain on the Domtar Transaction, which includes $682
million recognized in the first quarter of 2007 reduced by $4 million of additional expense recognized in the second quarter of 2007,
is recorded in the Corporate and Other segment. The company also recognized a net tax benefit of $74 million in the first quarter of
2007 largely due to a reduction in timing differences related to the fixed assets that were distributed to shareholders. The
finalization of certain matters may result in additional adjustments in future periods.

The net loss from discontinued operations for the thirteen and twenty-six week periods ended June 25, 2006, includes $3 million
and $749 million, respectively, in charges for the impairment of goodwill associated with the fine paper reporting unit.

Carrying Value of the Assets and Liabilities of Discontinued Operations

The following table summarizes the carrying values of the assets and liabilities of discontinued operations. Carrying values as of
December 31, 2006, consists of the assets and liabilities of the fine paper business and related assets.

DECEMBER 31,
DOLLAR AMOUNTS IN MILLIONS 2006
Assets
Receivables, less allowances $ 339
Inventories 516
Prepaid expenses 15
Total current assets 870
Property and equipment, net 2,948
Construction in progress 12
Timber and timberlands 1
Goodwill 18
Deferred pension and other 32
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Total noncurrent assets 3,011
Total assets $ 3,881
Liabilities

Current maturities of long-term debt $ 6
Accounts payable 100
Accrued liabilities 152
Total current liabilities 258
Deferred income taxes 680
Deferred pension, postretirement benefits and other liabilities 37
Total noncurrent liabilities 717
Total liabilities $ 975

8
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Sale of Canadian Building Products Distribution Centers

On February 16, 2007, the company announced its intent to sell its Canadian and select U.S. building materials distribution centers.
In the second quarter of 2007, the company sold its Canadian distribution facilities to Platinum Equity of Los Angeles, California.
Certain assets of the Canadian facilities are classified as held for sale on the accompanying Consolidated Balance Sheet and
include inventories and accounts receivables of $58 million and $47 million, respectively, as of December 31, 2006. Under the
terms of sale, the company will continue to sell wood products through these Canadian distribution centers. As a result of this
continuing involvement, the operations of these facilities have not been included in discontinued operations in the accompanying
consolidated financial statements.

The company recognized pre-tax charges in the twenty-six week period ended July 1, 2007 of $38 million in connection with the
sale of the Canadian distribution facilities, including $22 million for the impairment of goodwill.

The company continues to pursue alternatives for certain U.S. building materials distribution centers; however, these assets are not
classified as assets held for sale or discontinued operations as of July 1, 2007.

NOTE 4: NET EARNINGS (LOSS) PER SHARE

Basic net earnings (loss) per share is computed by dividing the net earnings (loss) for the period by the weighted average number
of common and exchangeable shares outstanding during the period. Diluted net earnings (loss) per share is computed by dividing
the net earnings (loss) for the period by the weighted average number of common and exchangeable shares outstanding, plus the
effect of dilutive potential common shares outstanding during the period, calculated using the treasury stock method. Dilutive
potential common shares can include outstanding stock options, restricted stock units and performance share units. The
components of basic and diluted earnings (loss) per share are as follows:

THIRTEEN WEEKS TWENTY-SIX WEEKS

ENDED ENDED
JULY 1, JULY 1,

JUNE 25, JUNE 25,
DOLLAR AMOUNTS IN MILLIONS EXCEPT PER SHARE DATA, SHARES IN THOUSANDS 2007 2006 2007 2006
Earnings from continuing operations $ 37 $ 309 $ 21 $ 489
Earnings (loss) from discontinued operations (5) (11) 766 (767)
Net earnings (loss) available for common and exchangeable shareholders $ 32 $ 298 $ 787 $ (278)
Weighted average outstanding shares of common and exchangeable stock (basic) 217,688 248,147 225,465 246,971
Dilutive effect of share-based awards 1,055 1,047 1,246 1,111
Common and exchangeable stock and stock equivalents (diluted) 218,743 249,194 226,711 248,082
Basic earnings (loss) per share:
Continuing operations $ 017 $ 124 $ 0.09 $ 1.98
Discontinued operations (0.02) (0.04) 3.40 (3.11)
Net earnings (loss) $ 015 $ 1.20 $ 349 $ (1.13)
Diluted earnings (loss) per share:
Continuing operations $ 017 $ 1.23 $ 0.09 $ 1.97
Discontinued operations (0.02) (0.04) 3.38 (3.09)
Net earnings (loss) $ 015 $ 1.19 §$ 347 $ (1.12)
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The following awards were not included in the calculation for diluted earnings (loss) per share because they were either anti-dilutive or
the required performance conditions were not met:

THIRTEEN WEEKS
TWENTY-SIX WEEKS

ENDED ENDED
JULY 1, JULY 1,
JUNE 25, JUNE 25,
2007 2006 2007 2006
Options 1,681,466 1,972,793 1,275,138 986,396
Performance share units 308,802 308,997

The decrease in the basic weighted average number of shares outstanding from the 2006 periods reflects the cancellation of
25,490,194 shares as part of the Domtar Transaction in March 2007 and the repurchase of 10,826,800 shares during 2006. During
the twenty-six week period ended July 1, 2007, the company repurchased 290,000 shares of common stock under the company s
stock repurchase program. As of July 1, 2007, the company had repurchased a total of 11,290,600 shares of common stock under
the program with 6,709,400 shares remaining authorized for repurchase under the program.
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NOTE 5: INVENTORIES

JULY 1,
DECEMBER 31,
DOLLAR AMOUNTS IN MILLIONS 2007 2006
Logs and chips $ 82 $ 101
Lumber, plywood, panels and engineered lumber 392 457
Pulp and paper 81 402
Containerboard and packaging 240 270
Other products 197 214
Materials and supplies 316 485
1,308 1,929
Less: discontinued operations (516)
Less: assets held for sale (58)
$1,308 $ 1,355

NOTE 6: GOODWILL

The following table provides a reconciliation of changes in the carrying amount of goodwill during the twenty-six weeks ended
July 1, 2007:

CONTAINERBOARD,

DOLLAR AMOUNTS IN PACKAGING, = CORPORATE

WOOD CELLULOSE AND AND
MILLIONS TIMBERLANDS PRODUCTS FIBERS RECYCLING OTHER TOTAL
Balance as of December 31, 2006 $ 40 $ 800 $ 105 $ 1,244 $ 14 $ 2,203
Less discontinued operations (7) (11) (18)

Balance as of December 31, 2006,

excluding discontinued operations 40 793 94 1,244 14 2,185
Impairment of goodwill (Note 3) (22) (22)
Effect of foreign currency

translation 25 1 26
Tax adjustments (1) (7) (8)
Balance as of July 1, 2007 $ 40 $ 796 $ 93 $ 1,237 $ 15 $2,181

NOTE 7: DEBT

In addition to repaying debt that was scheduled to mature during the first and second quarters of 2007, the company repaid an
additional $825 million in long-term debt via two debt tender offers during the second quarter. The company recognized pretax
charges in the second quarter of 2007 of $42 million, which included early retirement premiums, unamortized debt issuance costs
and other miscellaneous charges in connection with this early extinguishment of debt. This charge is classified as interest expense
incurred on the Consolidated Statement of Earnings.

The principal repaid in connection with the debt tender offers is as follows:
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BALANCE AS OF
BALANCE AS OF JuLy1,

DECEMBER 31, PRINCIPAL
DOLLAR AMOUNTS IN MILLIONS 2006 PAID 2007
5.95% debentures due 2008 525 (192) 333
7.50% debentures due 2013 250 (94) 156
7.25% debentures due 2013 250 (122) 128
7.00% debentures due 2018 100 (38) 62
7.125% debentures due 2023 250 (59) 191
7.95% debentures due 2025 250 (114) 136
7.35% debentures due 2026 150 (87) 63
7.85% debentures due 2026 200 (100) 100
6.95% debentures due 2027 300 (19) 281

$ 2,275 $ (825) $ 1,450

10
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NOTE 8: PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS

The company recognized net pension and other postretirement benefit income of $6 million and expense of $57 million in the
thirteen and twenty-six week periods ended July 1, 2007, respectively, compared to net pension and other postretirement benefit
expense of $34 million and $65 million during the thirteen and twenty-six week periods ended June 25, 2006, respectively. The
components of net periodic benefit costs are:

PENSION
THIRTEEN WEEKS ENDED TWENTY-SIX WEEKS ENDED
JULY JUNE JULY JUNE
1, 25, 1, 25,

DOLLAR AMOUNTS IN MILLIONS 2007 2006 2007 2006
Service cost $ 29 $ 33 $ 65 $ 73
Interest cost 74 64 141 145
Expected return on plan assets (138) (104) (262) (234)
Amortization of loss 5 2 12
Amortization of prior service costs 8 8 17 18
Loss due to curtailment, settlement and special
termination benefits 2 55 2

$ (27) $ 8 $ 18 $ 16

OTHER POSTRETIREMENT BENEFITS
THIRTEEN WEEKS ENDED TWENTY-SIX WEEKS ENDED
JULY JUNE JULY JUNE
1, 25, 1, 25,

DOLLAR AMOUNTS IN MILLIONS 2007 2006 2007 2006
Service cost $ 5 $ 6 $ 10 $ 12
Interest cost 13 13 26 26
Amortization of loss 5 9 12 15
Amortization of prior service credits (2) (2) (4) (4)
Gain due to curtailment, settlement and special
termination benefits (%)

$ 21 $ 26 $ 39 $ 49

(Gain) loss due to curtailment, settlement and special termination benefits is primarily related to the Domtar Transaction, which
included the transfer of four Canadian pension plans and is recorded in discontinued operations. Refer to Note 3: Discontinued
Operations and Assets Held for Sale for additional information about the Domtar Transaction.

The company contributed $9 million to its Canadian pension plans in the twenty-six weeks ended July 1, 2007, and expects to
contribute an additional $5 million in 2007. The expected contribution amount for 2007 is substantially less than the $37 million that
was reported in the company s Annual Report on Form 10-K for the year ended December 31, 2006. The decrease is primarily
due to stronger-than-expected investment returns on the Canadian pension assets, as well as the effect of transferring four of the
company s Canadian pension plans as part of the Domtar Transaction. The company is not required to make any contributions to
its U.S. plans during 2007.

NOTE 9: UNCERTAIN TAX POSITIONS

The company adopted Interpretation 48 on January 1, 2007. Subsequent to adoption, the company recognized tax expense and
taxes payable of $27 million during the first quarter of 2007 in accordance with Interpretation 48, both of which are reported in
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discontinued operations. Under Interpretation 48, unrecognized tax benefits represent potential future funding obligations to taxing
authorities if uncertain tax positions the company has taken on previously filed tax returns are not sustained. The total amount of
unrecognized tax benefits as of July 1, 2007, and January 1, 2007, are $177 million and $175 million, respectively. This amount
represents the gross amount of exposure in individual jurisdictions and does not reflect any additional benefits expected to be
realized if such positions were not sustained, such as the federal deduction that could be realized if an uncertain state deduction
was not sustained. The net liability recognized on the accompanying Consolidated Balance Sheet under Interpretation 48 is $77
million as of July 1, 2007, and $94 million as of January 1, 2007. This amount considers the combined effects across all
jurisdictions and represents the amount of tax positions that, if sustained, would affect the company s effective tax rate. The net
liability decreased by $20 million in the second quarter of 2007 due to settlement with the Internal Revenue Service ( IRS ) on the
company s 2003-2004 U.S. federal tax audit.

In accordance with the company s accounting policy, accrued interest and penalties related to unrecognized tax benefits are
recognized as a component of income tax expense and current taxes payable. This policy did not change as a result of
Interpretation 48. The Consolidated Balance Sheet includes accrued interest related to such positions, net of income tax, of $18
million and $15 million as of July 1, 2007, and January 1, 2007, respectively.

As of July 1, 2007, the company is undergoing examination in the U.S. federal tax jurisdiction for the 2005-2006 tax years. The
company s 2007 federal income tax return is being examined under the IRS Compliance Assurance Process ( CAP ). This program
accelerates the examination of key issues in an attempt to resolve them before the tax return is filed. The company is also
undergoing examination in various state and foreign jurisdictions for the 1984-2005 tax years. Management expects that the
outcome of any examination will not have a material effect on the company s financial statements; however, audit outcomes and

the timing of audit settlements are subject to significant uncertainty.

The company estimates a decrease of up to $14 million in the unrecognized tax benefits in the next 12 months due to the lapse of
applicable statutes of limitation.
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NOTE 10: COMPREHENSIVE INCOME (LOSS)

The company s comprehensive income includes the following, net of tax:

THIRTEEN WEEKS TWENTY-SIX WEEKS
ENDED ENDED
JULY 1, JULY 1,
JUNE 25, JUNE 25,
DOLLAR AMOUNTS IN MILLIONS 2007 2006 2007 2006
Net earnings (loss) $ 32 $ 298 $ 787 $ (278)
Other comprehensive income:
Foreign currency translation adjustments 91 47 92 52
Amortization of prior service costs and actuarial net loss 16 23
Net derivative gains (losses) on cash flow hedges (12) 28 (35)
Reclassification of net gains on cash flow hedges (4) (3) (15) 9)

$135 $ 330 $ 915 $ (270)

The company s cumulative other comprehensive income includes the following, net of tax:

JULY 1, DECEMBER 31,
DOLLAR AMOUNTS IN MILLIONS 2007 2006
Foreign currency translation adjustments $ 405 $ 313
Prior service cost and actuarial net loss not yet recognized in earnings (185) (208)
Cash flow hedge fair value adjustments (8) (21)
Unrealized gains on available-for-sale securities 4 4

$ 216 $ 88

NOTE 11: LEGAL PROCEEDINGS, COMMITMENTS AND CONTINGENCIES
Legal Proceedings
Hardboard Siding Claims

In June 2000, the company entered into a nationwide settlement of hardboard siding class action cases and created a reserve of
$130 million before taxes to cover the estimated cost of the settlement and related claims. In the third quarter of 2001, the company
reassessed the adequacy of the reserve and increased the reserve by $43 million. The settlement class consists of all persons who
own or owned structures in the United States on which the company s hardboard siding had been installed from January 1, 1981
through December 31, 1999. This is a claims-based settlement, which means the claims are paid as submitted over a nine-year
period. The right to file claims expires in three-year increments. The first six years of claims expired in 2003. In September 2004,
the reserve was reduced $20 million based on less than anticipated claim and litigation activity. At the end of 2006 the right to file
claims for the second six-year period expired, leaving only claims from 1994 through 1999. Another reserve reduction of $23 million
was recognized in September 2006. An independent adjuster reviews claims submitted and determines payment under the terms
of the settlement agreement. Reserves for future claims settlements relating to hardboard siding cases require judgment regarding
projections of future claims rates and amounts. Cumulative charges to the reserve through the second quarter of 2007 were $107
million. The company believes the reserve balance of $23 million as of July 1, 2007, is adequate, but is unable to estimate at this
time the amount of additional charges, if any, that may be required for these matters in the future.

The following table presents an analysis of the claims activity related to the hardboard siding class action cases:
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TWENTY-SIX FIFTY-THREE FIFTY-TWO
WEEKS WEEK PERIOD WEEK PERIOD
JULY 1,
2007 2006 2005

Number of claims filed during the period 570 2,200 765
Number of claims resolved 775 1,420 640
Number of claims unresolved at end of period 1,280 1,485 705
Number of damage awards paid 300 675 270
Average damage award paid $ 2,485 $ 3,478 $ 4,100

The lower average award in the first two quarters of 2007 was due primarily to a lower number of awards for multi-family structures
in 2007 than in 2005 or 2006.

The company has received $52 million in recoveries from its insurance carriers by way of negotiated settlements.

The company currently has no litigation pending with any person or entity that has opted out of the settlement. Individuals and
entities that have opted out of the settlement may file lawsuits against the company in the future.

Alder Antitrust Litigation

In December 2000, a lawsuit was filed against the company in U.S. District Court in Oregon (the Initial Alder Case ) alleging from
1996 to 2001 the company had monopoly power or attempted to gain monopoly power in the Pacific Northwest market for alder
logs and finished alder lumber. A jury verdict of trebled damages of $79 million was appealed to the U.S. Court of Appeals for the
Ninth Circuit where the decision was upheld. In February 2007, the Supreme Court vacated the Ninth Circuit Court of Appeals
decision in the Initial Alder Case and remanded the matter to the Ninth Circuit for further action. The Supreme Court held that
because the plaintiff had conceded it had not satisfied the test established by the Supreme Court, the claim on which the damage
award was based could not be supported. Based on the Supreme Court ruling, the $79 million reserve that had previously been
established for this matter was reversed in the fourth quarter of 2006, because the requirements for establishing a reserve under
Statement of Financial Accounting Standards No. 5, Accounting for Contingencies, ( Statement 5 ), were no longer met. In April
2007, the Ninth Circuit issued an order vacating the judgment of the District Court and remanding the matter to the District Court for
further proceedings.

In January 2005, the company received a copy of a complaint in equity filed in U.S. District Court in Oregon to set aside the
judgment in the Initial Alder Case on behalf of a plaintiff who did not prevail in the trial. It alleged a fraud was committed on the
court and requested judgment against the plaintiff be vacated and a new trial set on plaintiff s claim of monopolization of the alder
sawlog market. Trebled damages of $20 million were alleged. The U.S. District Court stayed this matter pending final disposition by
the U.S. Supreme Court of the Initial Alder Case. The company denied the allegations in the complaint and filed motions opposing
a retrial.
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In August 2007, the company reached a settlement of the Initial Alder Case and the complaint in equity matter. The company
recognized an after-tax charge in the amount of $11 million in the second quarter of 2007.

In June 2003, Washington Alder filed an antitrust lawsuit against the company in U.S. District Court in Oregon alleging
monopolization of the alder log and lumber markets and seeking trebled damages of $36 million and divestiture of the company s
Northwest Hardwoods Division and alder sawmills in Oregon, Washington and British Columbia. A jury verdict of trebled damages
of $16 million was appealed to the U.S. Court of Appeals for the Ninth Circuit. The matter was stayed pending final disposition by
the U.S. Supreme Court of the Initial Alder Case. Based on the February 2007 Supreme Court ruling in the Initial Alder Case, the
$16 million reserve that had previously been established for this matter was reversed in the fourth quarter of 2006. In May 2007,
the Ninth Circuit issued an order vacating the judgment and remanding to the District Court. In the previous litigation, the company
prevailed in proving it did not attempt to nor did it gain monopoly power from 2002 to the present and that matter cannot be retried.
The court previously applied issue preclusion between June 1999 and 2001 and is evaluating whether that time period should be
subject to further retrial.

In April 2004, a civil class action antitrust lawsuit was filed against the company in U.S. District Court in Oregon claiming that as a
result of the company s alleged monopolization of the alder sawlog market in the Pacific Northwest as determined in the Initial
Alder Case, the company monopolized the market for finished alder and charged monopoly prices for finished alder lumber. In
December 2004, the judge issued an order certifying the plaintiff as a class representative for all U.S. purchasers of finished alder
lumber between April 28, 2000, and March 31, 2004, for purposes of awarding monetary damages. The claimed value of this
matter, with trebling, is $59 million. The company denies the allegations in the complaint and intends to vigorously defend the
matter. In February 2005, class counsel notified the court that approximately 5 percent of the class members opted out of the class
action lawsuit. The company has no litigation pending with any entity that has opted out of the class, but it is possible that entities
who have opted out may file lawsuits against the company in the future. In April 2007, the court granted the plaintiffs motion to file
an amended complaint, extended the claims period to December 31, 2006, and scheduled trial on the matter for April 2008. New
notices to the class members will be issued. In July 2007, the court denied the company s motion to decertify the class.

The Washington Alder and the civil class action litigation are still pending. The company is unable to estimate at this time the
amount of charges, if any, that may be required for the remaining alder antitrust litigation in the future.

OSB Antitrust Litigation

A consolidated lawsuit was filed in U.S. District Court in Pennsylvania in 2006 seeking class action status for persons and entities
who purchased oriented strand board ( OSB ) directly from Weyerhaeuser, Louisiana-Pacific, Georgia-Pacific, Potlatch, Ainsworth
Lumber, Norbord, Tolko Industries, Grant Forest Products, and J.M. Huber Corp. between June 2002 through the present. The
lawsuit alleges the defendants conspired to fix and raise OSB prices in the United States during the class period and as a result,
class members paid artificially inflated prices for OSB during that period. Additional lawsuits have also been filed and have been
consolidated in the same court for discovery purposes on behalf of indirect purchasers of OSB in different states that have laws
permitting such actions on behalf of indirect purchasers. Plaintiffs experts in the direct and indirect cases have estimated total
damages with trebling at $8.7 billion. The company has not established a reserve for this matter and is unable to estimate at this
time the amount of charges, if any, that may be required in the future. In the third quarter 2006, the court dismissed with prejudice
the claims filed by Pennsylvania indirect purchasers. In August 2007, the court certified a class of direct purchasers consisting of
persons and entities who purchased OSB structural panel products directly from defendants from June 1, 2002 through the
present. The court also certified as a class nationwide indirect purchasers end users who indirectly purchased for their own use and
not for resale, new OSB manufactured or sold by one or more of the defendants between June 1, 2002, and the present. The class
excludes persons who purchased OSB already incorporated into a house or other structure. The court also certified a multistate
class of indirect purchasers from eight states, but declined to certify such a class for indirect purchasers from an additional 13
states. Money damages for indirect multistate claims can be recovered only as permitted by state law and plaintiffs are limited to
injunctive relief in the nationwide indirect class. In May 2007, Huber reached a settlement with the direct purchasers which has
been approved by the court.

Paragon Trade Brands, Inc. Litigation

In 1999, the Equity Committee ( Committee ) in the Paragon Trade Brands, Inc. ( Paragon ), bankruptcy proceeding commenced an
adversary proceeding against the company in U.S. Bankruptcy Court for the Northern District of Georgia asserting the company
breached certain warranties in agreements between Paragon and the company connected with Paragon s public offering of

common stock in February 1993. The Committee sought to recover damages sustained by Paragon in two patent infringement

cases, one brought by Procter & Gamble and the other by Kimberly-Clark. In June 2002, the Bankruptcy Court held the company
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liable for breaches of warranty. In the second quarter of 2005, the Bankruptcy Court imposed damages of approximately $470
million. The company appealed the liability and damages determinations to the U.S. District Court for the Northern District of
Georgia and posted a bond of $500 million. Oral argument on the company s appeal was heard in the second quarter of 2006.
Management believes that an adverse result is not probable because the company will prevail on appeal. Based on the information
currently available to the company, the requirements for establishing a reserve under Statement 5 have not been met. As a result,
the company has not established a reserve for this litigation. However, it is possible in the future that there could be a charge for all
or a portion of any damage award. Any such charge could materially and adversely affect the company s results of operations for
the quarter or the year in which it is recognized.

Other Litigation
The company is party to other matters generally incidental to its business in addition to the matters described above.
Summary

Although the final outcome of any legal proceeding is subject to a great many variables and cannot be predicted with any degree of
certainty, management currently believes that adequate reserves have been established for probable losses from litigation when
the amounts could be reasonably determined. Management further believes that the ultimate outcome of these legal proceedings
could materially adversely affect results of operations, cash flows or financial condition in any given quarter or year, but will not
have a material adverse effect on the company s long-term results of operations, cash flows or financial position.

Environmental Matters

The company is also a party to various proceedings relating to the cleanup of hazardous waste sites under the Comprehensive
Environmental Response Compensation and Liability Act, commonly known as Superfund, and similar state laws. The EPA and/or
various state agencies have notified the company that it may be a potentially responsible party with respect to other hazardous
waste sites as to which no proceedings 